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STATE OF WISCONSIN 
DEPARTMENT OF REGULATION AND LICENSING 

Revisor of Statutes 
Bureau 

IN THE MATTER OF RULE-MAKING 
PROCEEDINGS BEFORE THE 
DEPARTMENT OF REGULATION 
AND LICENSING 

ORDER OF THE 
DEPARTMENT OF REGULATION AND LICENSING 

ADOPTING RULES 
(CLEARINGHOUSE RULE 90-237) 

An order of the Department of Regulation and Licensing to create chapters 
RL 80 to 86 of the administrative code re1ating to definitions, professional 
conduct, application and examination, experience, education and continuing 
education of certified residentia1 and general appraisers. 

Analysis prepared by the Department of Regulation and Licensing. 

ANALYSIS 

Statutes authorizing promulgation: ss. 227.11 (2), 440.03 (1) and 
ch. 458, Stats., as affected by 1989 Wisconsin Act 340. 

Statutes interpreted: Chapter 458, Stats., as affected by 1989 Wisconsin 
Act 340. 

In this order the Department of Regulation and Licensing creates rules to 
regu1ate the appraisal profession. These ru1es are the result of changes made 
in the law by 1989 Wisconsin Act 340 which creates the real estate appraisers 
board and requires the department to promulgate rules for the guidance of the 
appraisa1 profession, including rules governing professional conduct, 
examination requirements, experience requirements, education requirements, 
appraiser course requirements and continuing education requirements. 

Chapters RL 80 to 86 are created to provide for this certification and 
regulation. Chapter RL 80 provides the authority and intent for adoption of 
these rules and definitions of the appraisal profession. Chapter RL 81 
governs the app1ication procedures for residentia1 and general appraisers. 
Chapter RL 82 governs the examination procedures for residential and general 
appraisers. Chapter RL 83 governs the work experience required for 
certification as a residential and general appraiser. 

Chapter RL 84 governs educational courses. This chapter includes educational 
course requirements for residential and general appraisers and identifies 
specific subject areas of approved programs of study. Chapter RL 85 creates 
ru1es relating to continuing education hours required for renewal and 
prescribes the manner in which continuing education programs are approved by 
the department. Chapter RL 86 creates rules intended as standards of 
professional conduct within the profession. 
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TEXT OF RULE 

SECTION 1. Chapters RL 80 to 86 are created to read: 

CHAPTER RL 80 (tit1e) 

AUTHORITY, INTENT AND DEFINITIONS 

RL 80.01 AUTHORITY. The ru1es in chs. RL 80 to 86 are adopted under the 
authority of ss. 227.11, 440.03 (1) and ch. 458, Stats. 

RL 80.02 INTENT. The intent of the department in adopting chs. RL 80 to 
86 is to estab1ish minimum standards for professiona1 appraisa1 practice for 
certified appraisers which are consistent with the uniform standards of 
professiona1 appraisa1 practice promu1gated by the appraisa1 standards board 
of the appraisa1 foundation. It is further intended that these ru1es sha11 
estab1ish standards of competency such that persons certified as certified 
general appraisers and certified residentia1 appraisers are qua1ified to 
perform appraisa1s for federa11y re1ated transactions under the Financia1 
Institutions Reform, Recovery, and Enforcement Act of 1989, 12 USC 3331 et 
seq, Tit1e XI and United States Code. It is further intended that certified 
residentia1 appraisers are comparab1e to the federa11y designated "state 
1icensed appraiser." 

RL 80.03 DEFINITIONS. As used in chs. RL 80 to 86 and in ch. 458, Stats.: 

(1) "Affidavit" means a written statement made under oath before a 
notary public or other person authorized by law to administer oaths. 

(2) "Appraisa1 experience" means the app1ication of methods, 
procedures, documents and ana1yses which co11ective1y, lead to and support an 
estimate of the market va1ue of real estate. 

(3) "Board" means the real estate appraisers board. 

(4) "Cosign" means the act of a noncertified appraiser signing a 
written appraisa1 in conjunction with a certified appraiser. 

(5) "Department" means the department of regu1ation and 1icensing. 

(6) "Dwe11ing unit" means a structure or that part of a structure 
that is used or intended to be used as a home, residenee, or place of abode. 

(7) "Hour of appraisa1 experience" means verifiab1e time spent in 
performing tasks as identified in S. RL 83.01 (2) (b) in accordance with 
acceptab1e appraisa1 experience as defined in this section. 

(8) "Hour of instruction" means a period of instruction in an 
approved course consisting of not 1ess than 50 minutes. 

(9) "Supervision" means direet, personal and active oversight by a 
certified appraiser of emp10yees or associates who assist in the preparation 
of appraisa1s. 
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(10) "Two years of appraisal experience" means at least 2,000 hours 
of experience acquired in a period of 24 months or more. No more than 1,000 
hours of appraisal experience may be credited in any period of 12 consecutive 
months. A year is defined in terms of hours within a calendar year. One 
thousand hours constitutes a year of appraisal experience. Hours may be 
treated as cumulative in order to achieve the necessary 2,000 hours of 
appraisa1 experience. 

(11) "Uniform standards of professiona1 appraisal practice" (USPAP) 
means the standards promu1gated by the appraisa1 standards board of the 
appraisal foundation for the performance of real estate appraisa1s. 

CHAPTER RL 81 (title) 

APPLICATION 

RL 81.01 APPLICATIONS FOR CERTIFIED RESIDENTlAL AND GENERAL APPRAISERS. 
An app1icant for certification sha11 app1y on a form provided by the 
department. The department shall notify the applicant within 15 business days 
of receipt of a complete app1ication whether the application is approved or 
denied. Any applicant who fi1es an app1ication for certification, but does 
not comply with arequest for information re1ated to the app1ication or meet 
all requirements within one year from the date of filing, sha11 fi1e a new 
app1ication and fee if certification is sought at a later date. The comp1ete 
application sha11 inc1ude: 

(1) A fee as estab1ished by the department p1us the annua1 registry 
fees estab1ished by s. 458.21, Stats.; 

(2) A statement of arrest or conviction subject to ss. 111.321, 
111.322 and 111.335, Stats. An app1icant who has a pending criminal charge or 
has been convicted of any crime sha11 provide the board all re1ated 
information necessary for the board to determine whether the circumstances of 
the arrest or conviction or other offense substantia11y re1ate to the practice 
of appraisa1; 

(3) A transcript or proof of 120 or 200 hours of instruction as 
specified in s. 458.06, Stats., and ss. RL 84.02 and 84.03; 

(4) Evidence of successfu1 comp1etion of 15 hours of instruction in 
professiona1 standards, code of ethics and state 1aws as required in s. 458.06 
(2) (d), Stats.; 

(5) Evidence of successful comp1etion of a written examination on 
the professiona1 standards, code of ethics and state law approved or conducted 
by the department; 

(6) An affidavit verifying the required appraisa1 experience as 
required in s. RL 83.01 (3) (a); and 

(7) Documentation of appraisa1 experience as required in s. RL 83.01 
(3 ) (b) and (c). 
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NOTE: App1ications for certification as a residentia1 or general 
appraiser are avai1ab1e from the Department of Regu1ation and Licensing, 
Bureau of Business and Design Professions, 1400 East Washington Avenue, P.o. 
Box 8935, Madison, Wisconsin 53708. 

CHAPTER RL 82 (tit1e) 

EXAMINATION 

RL 82.01 EXAMINATION. (1) Prior to issuance of a residentia1 or general 
appraiser's certificate an app1icant sha11 pass a written examination approved 
or conducted by the department. 

(2) The examination for app1icants seeking certification as a 
certified appraiser shall be consistent with and equivalent to the uniform 
state certification examination issued or endorsed by the appraiser 
qualifications board of the appraisal foundation. 

(3) A score determined by the department to represent minimum 
competenee to practice is required to pass the examination. 

RL 82.02 EXAMINATION PROCEDURES. (1) Each app1icant shall present one 
piece of positive identification which bears a photograph of the app1icant. 
In the event the applicant has no photo identification, the applicant shal1 
make prior arrangements with the department not later than 10 business days 
prior to the examination. 

(2) An app1icant sha11 not practice any deeeption or fraud with 
respeet to his or her identity in connection with the taking of an examination. 

(3) An app1ieant sha11 not cheat or attempt to cheat on an 
examination by any means, inc1uding, but not limited to: 

(a) Giving or reeeiving answers to examination questions; 

(b) Attempting to obtain, receive or eommunicate to other 
persons examination questions; 

(e) Using unauthorized materia1s during any portion of the 
examination; or 

(d) Removing test book1ets or notes from the testing room. 

(4) Si1ent eord1ess ea1eu1ators may be used by the app1ieant when taking 
the examination. 

RL 82.03 REEXAMINATION. (1) Upon payment of the required fee, an 
app1ieant may retake an examination. 

(2) The score attained on a retaken examination sha11 be substituted 
for the origina1 score. 
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RL 82.04 CLAIM OF EXAMINATION ERROR. (1) To e1aim examination error, an 
app1ieant sha11 fi1e a written request with the department within 30 days of 
the date the app1ieant reviews the examination. The request shp.l1 ine1ude: 

(a) The app1ieant's name and address; 

(b) The type of eertifieate for whieh the app1ieant applied; 

(e) A deseription of the mistakes the app1ieant be1ieves were 
made in the examination eontent, proeedures, or scoring, ine1uding the 
speeifie questions or proeedures claimed to be in error; and 

(d) The facts whieh the app1ieant intends to prove, ine1uding 
referenee text eitations or other supporting evidenee for the app1ieant's 
claim. 

(2) The department sha11 review the claim, make a determination of 
the va1idity of the objeetions and notify the app1ieant in writing of the 
deeision and any resu1ting score ehanges. 

(3) If the deeision does not resu1t in the app1ieant passing the 
examination, a notice of denia1 of eertifieation sha11 be issued. The 
app1ieant may request a hearing under ch. RL 1 if a denia1 is issued. 

CHAPTER RL 83 (tit1e) 

EXPERIENCE 

RL 83.01 P~F OF EXPERIENCE FOR cERTIyrED APPRAISERS. (1) App1ieants 
for eertifieation as a residentia1 or general appraiser sha11 submit evidenee 
satisfaetory to the department that the app1ieant has at 1east 2 years of 
experience as defined in S. RL 80.03 (10) as a residentia1 or general 
appraiser as required in s. 458.06 (3) (e) and (4) (e), Stats. 

(2) The work claimed under sub. (1) for appraisa1 experience eredit 
sha11: 

(a) Be in camplianee with genera1ly accepted standards whieh 
were in effeet at the time the appraisals were prepared. If the experience is 
aequired after Ju1y 1, 1991, the experience sha11 conform with the uniform 
standards of professional appraisa1 practice set forth in Appendix I to ch. RL 
86. 

(b) Ine1ude, but not be 1imited to fee and staff appraisal, ad 
valorem tax appraisal, review appraisa1, appraisal analysis, highest and best 
use analysis, feasibility analysis, real estate eounse1ing and appraisa1 
eourse instruetion. 

(e) Inelude, in the ease of general appraisers, no mare than 50 
percent residential appraisa1 experience. 

(3) An app1ieant app1ying for eertifieation under sub. (1) sha1l 
submit on forms provided by the department: 
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(a) An affidavit verifying the required appraisa1 experience; 

(b) A roster of appraisa1 experience; and 

(e) A ehrono1ogieal resume of employrnent. 

(4) The department may require an applieant to submit any of the 
following: 

(a) Business reeords, ine1uding tax reeords, whieh elearly 
demonstrate the practice of residentia1 or eommereia1 appraising claimed by 
the applieant. 

(b) Reeords of teaehing experience in residential or eommereia1 
appraising at any eo1lege, technica1 college or appraisa1 organization which 
is a charter member of the appraisa1 foundation and an affidavit from the 
employer. 

(e) Employrnent records provided by an emp10yer whieh verify the 
applicant's experience as an appraiser. Employrnent records sha11 include an 
affidavit which verifies the number of hours emp1oyed, the type of experience, 
and a deseription of the app1icant's duties. 

(d) Employrnent records provided by an officia1 of a 1ending 
institution, insurance company, or similar1y regu1ated agency, whieh verifies 
the app1ieant's experience as a review appraiser. 

(e) Any additional information the department may deem 
necessary to eva1uate the applieant's experience. 

(5) The department may require applicants for eertification as 
residentia1 or general appraisers to provide eopies of any appraisa1 1isted in 
the documentation of experience required under sub. (3) (b). The department 
may eontaet any person listed on the app1ieation to obtain additional 
information about the experience of the applieant. 

CHAPTER RL 84 (title) 

EDUCATION 

RL 84.01 COURSE APPROVAL. (1) All educational eourses designed to meet 
the requirements in s. 458.06 (2) (b), (3) (b) 1 or (4) (b) 1, Stats., and 
this ehapter, sha11 be submitted to the department for approva1. 

NOTE: Information re1ating to eourse approval is availab1e from the 
Department of Regu1ation and Licensing, Bureau of Business and Design 
Professions, 1400 East Washington Avenue, P.o. Box 8935, Madison, Wiseonsin 
53708. 

(2) For purposes of eva1uation one semester credit at a col1ege, 
university or teehnieal co11ege sha11 be the equiva1ent of 15 hours of 
instruetion. 
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(3) Credit toward the eourse requirement may be granted only if the 
1ength of the edueational eourse is at 1east 15 hours of instruetion and the 
individual sueeessfu1ly eompletes nn examination pertinent to that eourse. 

(4) Credit sha1l be granted for edueational eourses regard1ess of 
when the eourses were eomp1eted. 

(5) Credit may be al10wed for eourses where the applieant obtained 
eredit from the eourse provider by ehallenge examination without attending the 
eourses, provided that such eredit was granted prior to July 1, 1990, and 
provided further that the department is satisfied with the quality of the 
ehallenge examination that was administered by the eourse provider. 

(6) The residential program of study is expeeted to provide all 
appraisers with a foundation of know1edge. The eourses whieh satisfy the 
requirements for residentia1 appraiser eertifieation may be aeceptab1e towards 
satisfying the eourse work requirement for general appraiser eertifieation. 

RL 84.02 RESIDENTlAL APPRAISER COURSE REQUIREMENTS. (1) A program of 
study for residentia1 appraisers sha11 ine1ude at 1east 120 hours of 
instruetion. 

(2) Any approved program of study for residentia1 appraisers shal1 
inelude within the 120 hours, not less than 15 hours of instruction in 
professional standards, eode of ethics and state laws applieable to appraisers. 

(3) Any approved program of study for residential appraisers shall 
inelude the following subjeet areas: 

(a) Appraisal standards and ethics; 

(b) Appraisal statistieal coneepts; 

(e) Cost approaeh; 

(d) Eeonomie prineiples; 

(e) Highest and best use analysis; 

(f) Influenees on real estate va1ue; 

(g) Legal eonsiderations in appraisal; 

(h) Property deseription; 

(i) Real estate finaneing; 

(j) Real estate markets and analysis; 

(k) Reeoneiliation of values; 

(1) Residential ineome approaeh; 
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(m) Sa1es eomparison approaeh; 

(n) Site va1ue; 

(0) Types of va1ue; 

(p) Va1uation of partial interests; and 

(q) Valuation process. 

RL 84.03 GENERAL APPRAISER COURSE REQUIREMENTS. (1) A prograrn of study 
for general appraisers shall ine1ude at 1east 200 hours of instruetion. 

(2) Any approved prograrn of study for general appraisers sha1l 
ine1ude within the 200 hours: 

(a) Not 1ess than 15 hours of instruetion in professional 
standards, eode of ethics and state 1aws applieable to appraisers; and 

(b) Not 1ess than 40 hours in eornrnereia1 ineome approaeh as 
deseribed in sub. (3) (e). 

(3) Any approved prograrn of study for general appraisers sha1l 
ine1ude the following subjeet areas: 

(a) Appraisa1 standards and ethics; 

(b) Appraisa1 statistieal coneepts; 

(e) Cornrnereia1 ineome approaeh: 

1. Mathematies of finance, ine1uding eompounding, 
diseounting, and mortgage loans; 

2. Property ineome and expense estimating, ine1uding lease 
analysis and analysis of operating statements; 

3. Methods of ealeulating property reversions; 

4. Methods of eonverting ineome to value: 

a. Direet eapitalization; 

b. Residual methods, such as land, building, property, 
and equity; 

e. Mortgage equity methods, such as simple mortgage 
equity and E1lwood/Akerson method; and 

d. Diseounted eash flow methods and internal rate of 
return. 

(d) Cost approaeh; 
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(e) Economic princip1es; 

(f) Highest and best use analysis; 

(g) Inf1uences on real estate va1ue; 

(h) Legal considerations in appraisa1; 

(i) Property description; 

(j) Real estate financing; 

(k) Real estate markets and analysis; 

(1) Reconci1iation of values; 

(m) Residentia1 income approach; 

(n) Sa1es comparison approach; 

(0) Site va1ue; 

(p) Types of va1ue; 

(q) Va1uation of partia1 interests, inc1uding 1easeho1d and 
1eased fee va1uation; and 

(r) Va1uation process. 

CHAPTER RL 85 (tit1e) 

CONTINUING EDUCATION 

RL 85.01 CONTINUING EDUCATION. (1) Every certified residentia1 or 
general appraiser sha11 comp1ete at 1east 30 hours of continuing education in 
each biennia1 renewa1 period as required in s. 458.06 (7) (a), Stats. 

(2) Continuing education hours may be applied only to the continuing 
education requirements for the biennia1 renewa1 period in which the hours were 
acquired and may not be carried over to the next biennia1 renewa1 period. 

(3) At the time of every 4th renewa1, each app1icant sha11 submit 
proof of attendance at and comp1etion of, within the 2 years immediate1y 
preceding the date on which the renewa1 app1ication is submitted, an 
educationa1 course and examination described in s. 458.06 (2) (d), Stats. The 
number of hours of attendance at an educationa1 course required under this 
paragraph sha11 be applied to satisfy the renewa1 requirement under s. 458.06 
(7) (a), Stats. 

(4) The number of hours of attendance at and comp1etion of 
continuing education programs or courses of study required under s. 458.06 (7) 
(a), Stats., sha11 be reduced by one hour for each hour of attendance and 
comp1etion of, within the 2 years immediate1y preceding the date on which the 
renewa1 app1ication is submitted, continuing education programs or courses of 
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study that the app1icant has attended and comp1eted in order to continue to 
qua1ify for emp10yment as an assessor and that the department determines is 
substantia11y equiva1ent to attendance at the comp1etion of continuing 
education programs or courses of study for general appraisers or residentia1 
appraisers, as appropriate. 

(5) To audit for comp1iance the department may require any certified 
residentia1 or general appraiser to submit evidenee of comp1etion of 30 hours 
of continuing education for the biennium preceding the renewa1. Every 
certified residentia1 or general appraiser sha11 retain records of continuing 
education credits for at 1east 5 years. 

RL 85.02 APPROVAL OF CONTINUING EDUCATION PROGRAMS. (1) To obtain 
approva1 of a continuing education program, the program provider sha11 submit 
an app1ication on forms provided by the department at 1east 45 days prior to 
the first date the program is offered. The program provider sha11 ine1ude a 
general deseription of the subjeet, name, and out1ine, name and qua1ifieations 
of the instruetor, date, time segments, and 10eation. The department sha11 
notify the provider whether the program has been approved or denied within 20 
business days from the date the app1ieation is reeeived. 

NOTE: App1ieations for course approva1 are avai1ab1e from the Department 
of Regu1ation and Licensing, Bureau of Business and Design Professions, 1400 
East Washington Avenue, P.O. Box 8935, Madison, Wiseonsin 53708. 

(2) The program sha11 re1ate to one or mo re of the subjeet areas 
deseribed in ss. RL 84.02 (3) or RL 84.03 (3) or other subjeet areas re1evant 
to competent practice. If the subjeet area is not deseribed in ss. RL 84.02 
(3) or RL 84.03 (3), the applieant sha11 inc1ude with the application a 
statement exp1aining how the subject area is re1evant to eompetent practice 
and must be consistent with the eontent and criteria estab1ished by the 
appraiser qua1ifieations board of the appraisa1 foundation. 

(3) The program sha11 be avai1able to all certified residentia1 or 
general appraisers regard1ess of membership in any organization. 

(4) The program sha11 be at least 2 hours in length. 

(5) The provider of the continuing education program sha11 agree to 
monitor attendance at the beginning and end of the program and to furnish each 
participant written evidenee of having eomp1eted the program. 

(6) Program providers may repeat a previous1y approved program 
without reapp1ication, provided that the subject matter and instructor has not 
changed. 

(7) The program provider sha11 retain records of attendance of 
continuing education programs for a period of 5 years. 
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CHAPTER RL 86 (tit1e) 

RULES OF PROFESSIONAL CONDPCT 

RL 86.01 STANDARDS. (1) Certified appraisers sha11 comply with the 
standards of practice estab1ished by ch. 458, Stats., and chs. RL 80 to 86 and 
the standards set forth in Appendix I. A vio1ation of any prOV1S1on in this 
chapter may resu1t in disciplinary action under s. 458.26, Stats. 

(2) All appraisa1s sha1l conform to the uniform standards of 
professional appraisa1 practice set forth in Appendix I. No certified 
appraiser may sign any written appraisal report which was not prepared by the 
appraiser or under his or her supervision. 

(3) A certified residentia1 appraiser shal1 not use the tit1e 
"certified residentia1 appraiser" or similar designation, including the 
initia1s CRA, on any non-residentia1 appraisal except as permitted by state or 
federal law. 

(4) Certified appraisers sha1l not knowing1y omit, understate, 
misrepresent or concea1 material facts in their appraisals. 

(5) A certified appraiser sha11 not offer to perform, nor perform, 
services which he or she is not competent to perform through education or 
experience. 

(6) A certified appraiser sha11 avoid conf1icts of interest. If a 
conflict arises, the certified appraiser sha1l immediate1y cease work on the 
appraisa1 and sha11 not continue work on the appraisal without the written 
consent of the party who authorized the appraisal. 

(7) All certified appraisers sha1l maintain records as required in 
s. 458.18, Stats. Such records shall be made availab1e to the department, 
board, or agents of the department or board for investigation, review, or 
audit and shal1 be readi1y availab1e to the department, board, or agents of 
the department or board for inspection. 

RL 86.02 ADVERTISING. (1) Advertising by certified appraisers shal1 be 
truthfu1 and accurate and may not mislead the public. 

(2) A certified appraiser shal1 disc10se the appraiser's name as it 
is on fi1e with the department in all advertising. 

Appendix I 
UNIFORM STANDARDS OF PROFESSIONAL APPRAISAL PRACTICE 

(A copy of the Uniform Standards of Professiona1 Appraisa1 Practice may be 
obtained from the Appraisal Standards Board of The Appraisa1 Foundation, 
1029 Vermont Avenue, N.W., Suite 900, Washington, DC 20005.) 

PREAMBLE 

It is essential that a professional appraiser arrive at and communicate his or 
her ana1yses, opinions, and advice in a manner that will be meaningful to the 
client and wil1 not be misleading in the marketplace. These Uniform Standards 
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of Professiona1 Appraisa1 Practice refleet the current standards of the 
appraisal profession. 

The importance of the role of the appraiser places ethical obligations on 
those who serve in this capacity. These standards include explanatory 
comments and begin with an Ethics Provision setting forth the requirements for 
integrity, objectivity, independent judgment, and ethical conduct. In 
addition, these standards include a Competency Provision which places an 
immediate responsibility on the appraiser prior to acceptance of an 
assignment. The standards contain binding requirements, as weIl as specific 
guidelines to which a Departure Provision may apply under certain limited 
conditions. Definitions applicab1e to these standards are also included. 

These standards deal with the procedures to be followed in performing an 
appraisa1, review or consulting service and the manner in which an appraisal, 
review or consulting service is communicated. Standards 1 and 2 relate to the 
development and communication of a real property appraisal. Standard 3 
establishes guidelines for reviewing an appraisal and reporting on that 
review. Standards 4 and 5 address the development and communication of 
various real estate or real property consulting funetions by an appraiser. 
Standard 6 sets forth criteria for the deve10pment and reporting of mass 
appraisals for ad valorem tax purposes. Standards 7 and 8 establish 
guidelines for developing and communicating personal property appraisals. 
Standards 9 and 10 estab1ish guidelines for developing and communicating 
business appraisals. 

These standards are for appraisers and the users of appraisal services. To 
maintain the highest level of professional practice, appraisers must observe 
these standards. The users of appraisal services should demand work performed 
in conformance with these standards. 

Comment: Explanatory comments are an integral part of the Uniform Standards and should be 
viewed as extensions of the provisions, definitions, and standards rules. Comments provide 
interpretation from the Appraisal Standards Board concerning the background or application 
of certain provisions, definitions, or standards rules. There are no comments for 
provisions, definitions, and standards rules that are axiomatic or have not yet required 
further explanation; however, additional comments will be developed and others supplemented 
or revised as the need arises. 

ETHICS PROVISION 

Because of the fiduciary responsibilities inherent in professional appraisal 
practice, the appraiser must observe the highest standards of professional 
ethics. This Ethics Provision is divided into four sections: conduct, 
management, confidentia1ity, and record keeping. 

Comment: This provision emphasizes the personal obligations and responsibilities of the 
individual appraiser. However, it should also be emphasized that groups and organizations 
engaged in appraisal practice share the same ethical obligations. 
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Conduct 

An appraiser must perform ethica11y and competent1y in accordance with these 
standards and not engage in conduct that is un1awfu1, unethica1, or improper. 
An appraiser who cou1d reasonab1y be perceived to act as a disinterested third 
party in rendering an unbiased appraisa1, review, or consulting service must 
perform assignments with impartia1ity, objectivity, and independence and 
without accommodation of personal interests. 

Comment: An appraiser is required to avoid any action that could be considered misleading 
or fraudulent. In particular, it is unethical for an appraiser to use or communicate a 
misleading or fraudulent report or to knowingly permit an employee or other person to 
communicate a misleading or fraudulent report. 

The deve10pment of an appraisa1, review, or consulting service based on a 
hypothetica1 condition is unethica1 un1ess: 1) the use of the hypothesis is 
c1ear1y disc1osed; 2) the assumption of the hypothetica1 condition is c1ear1y 
required for 1ega1 purposes, for purposes of reasonab1e analysis, or for 
purposes of comparison and wou1d not be mis1eading; and 3) the report c1ear1y 
describes the rationa1e for this assumption, the nature of the hypothetica1 
condition, and its effeet on the resu1t of the appraisa1, review, or 
consulting service. 

An individua1 appraiser emp10yed by a group or organization which conducts 
itself in a manner that does not conform to these standards shou1d take steps 
that are appropriate under the circumstances to ensure comp1iance with the 
standards. 

Management 

The acceptance of compensation that is contingent upon the reporting of a 
predetermined va1ue or a direction in va1ue that favors the cause of the 
elient, the arnount of the va1ue estimate, the attainment of a stipu1ated 
resu1t, or the occurrence of a subsequent event is unethica1. 

The payment of undisc10sed fees, commissions, or things of va1ue in connection 
with the procurement of appraisa1, review, or consulting assignments is 
unethica1. 

Comment: Oisclosure of fees, commissions, or things of value connected to the procurement 
of an assignment should appear in the certification of a written report and in any 
transmittal letter in which conclusions are stated. In groups or organizations engaged in 
appraisal practice, intra-company payments to employees for business development are not 
considered to be unethical. Competency, rather than financial incentives, should be the 
primary basis for awarding an assignment. 

Advertising for or soliciting appraisa1 assignments in a manner which is 
fa1se, mis1eading or exaggerated is unethica1. 
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Comment: In groups or organizations engaged in appraisal practice, decisions concerning 
finder or referral fees, contingent compensation, and advertising may not be the 
responsibility of an individual appraiser, but for a particular assignment, it is the 
responsibility of the individual appraiser to ascertain that there has been no breach of 
ethics, that the appraisal is prepared in accordance with these standards, and that the 
report can be properly certified as required by Standards Rules 2-3, 3-2, 5-3, 8-3 or 10-3. 

The restriction on contingent compensation in the first paragraph of this 
section does not apply to consulting assignments where the appraiser is not 
acting in a disinterested manner and would not reasonably be perceived as 
performing a service that requires impartiality. This permitted contingent 
compensation must be properly disclosed in the report. 

Comment: Assignments where the appraiser is not acting in a disinterested manner are 
further discussed in the General Comment to Standard 4. The preparer of the written report 
of such an assignment must certify that the compensation is contingent and must explain the 
basis for the contingency in the report (See Standards Rule 5-3) and in any transmittal 
letter in which conclusions are stated. 

Confidentiality 

An appraiser must proteet the confidential nature of the appraiser-client 
relationship. 

Comment: An appraiser must not disclose confidential factual data obtained from a client or 
the results of an assignment prepared for a client to anyone other than: 1) the client and 
persons specifically authorized by the client; 2) such third parties as may be authorized by 
due process of law; and 3) a duly authorized professional peer review committee. As a 
corollary, it is unethical for a member of a duly authorized professional peer review 
committee to disclose confidential information or factual data presented to the committee. 

Record Keeping 

An appraiser must prepare written records of appraisal, review, and consulting 
assignments -- including oral testimony and reports -- and retain such records 
for a period of at least five (5) years after preparation or at least two (2) 
years after final disposition of any judicial proceeding in which testimony 
was given, whichever period expires last. 

Comment: Written records of assignments include true copies of written reports, written 
summaries of oral testimony and reports (or a transcript of testimony), all data and 
statements required by these standards, and other information as may be required to support 
the findings and conclusions of the appraiser. The term written records also includes 
information stored on electronic, magnetic, or other media. Such records must be made 
available by the appraiser when required by due process of law or by a duly authorized 
professional peer review committee. 
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COMPETENCY PROVISION 

Prior to accepting an assignment or entering into an agreement to pe~form any 
assignment, an appraiser must proper1y identify the problem to be addressed 
and have the know1edge and experience to comp1ete the assignment competent1y; 
or alternative1y: 

1. disc10se the lack of knowledge and/or experience to the client before 
accepting the assignment; and 

2. take all steps necessary or appropriate to complete the assignment 
competently; and 

3. describe the lack of knowledge and/or experience and the steps taken to 
complete the assignment competently in the report. 

Comment: The background and experience of appraisers varies widely and a lack of knowledge 
or experience can lead to inaccurate or inappropriate appraisal practice. The competency 
provision requires an appraiser to have both the knowledge and the experience required to 
perform a specific appraisal service competently. If an appraiser is offered the 
opportunity to perform an appraisal service but laeks the necessary knowledge or experience 
to complete it competently, the appraiser must disclose his or her lack of knowledge or 
experience to the client before accepting the assignment and then take the necessary or 
appropriate steps to complete the appraisal service competently. This may be accomplished 
in various ways including, but not limited to, personal study by the appraiser; association 
with an appraiser reasonably believed to have the necessary knowledge or experience; or 
retention of others who possess the required knowledge or experience. 

Although this provision requires an appraiser to identify the problem and 
disc10se any deficiency in competenee prior to accepting an assi~lment, facts 
or conditions uncovered during the course of an assigument could cause an 
appraiser to discover that he or she laeks the required knowledge or 
experience to comp1ete the assignment competent1y. At the point of such 
discovery, the appraiser is obligated to notify the client and comply with 
items 2 and 3 of the provision. 

The concept of competency a1so extends to appraisers who are requested or 
required to travel to geographic areas wherein they have no recent appraisal 
experience. An appraiser preparing an appraisal in an unfamiliar location 
must spend sufficient time to understand the nuances of the local market and 
the supply and demand factors relating to the specific property type and the 
location involved. Such understanding wi1l not be imparted solely from a 
consideration of specific data such as demographics, costs, sa1es and renta1s. 
The necessary understanding of loca1 market conditions provides the bridge 
between a sale and a comparable sale or a rental and a comparable rental. If 
an appraiser is not in a position to spend the necessary amount of time in a 
market area to obtain this understanding, affi1iation with a qualified loca1 
appraiser may be the appropriate response to ensure the development of a 
competent appraisa1. 

With regard to mass appraisa1 as defined herein, an appraiser must immediately 
take all necessary steps to ensure the mass appraisal is deve10ped under the 
supervision of an appraiser who has the qualifications referred to in Standard 
6. 
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DEPARTURE PROVISION 

This provision per.mits limited exceptions to sections of the Uniform Standards 
that are classified as specific guidelines rather than binding requirements. 
The burden of proof is on the appraiser to decide before accepting a limited 
assignment that the result will not confuse or mislead. The burden of 
disclosure is also on the appraiser to report any limitations. 

An appraiser may enter into an agreement to perform an assignment that ca1ls 
for something less than, or different from, the work that would otherwise be 
required by the specific guidelines, provided that prior to entering into such 
an agreement: 

1. the appraiser has determined that the assignment to be performed is not so 
limited in scope that the resu1ting appraisal, review, or consulting 
service wou1d tend to mislead or confuse the client, the users of the 
report, or the public; and 

2. the appraiser has advised the client that the assignment cal1s for 
something 1ess than, or different from, the work required by the specific 
guidelines and that the report wi11 state the limited or differing scope 
of the appraisa1, review, or consulting service. 

Exceptions to the following requirements are not permitted: Standards Ru1es 
1-1, 1-5, 2-1, 2-2, 2-3, 2-5, 3-1, 3-2, 4-1, 5-1, 5-3, 6-1, 6-5, 6-6, 7-1, 
8-1, 8-3, 9-1, 9-3, 9-5, 10-1, 10-3 and 10-5. This restriction on departure 
is reiterated throughout the document with the reminder comment: Departure 
from this binding requirement is not permitted. 

Comment: Before making a decision to enter into an agreement for appraisal services calling 
for a departure from a specific appraisal guideline, an appraiser must use extreme care to 
determine whether the scope of the appraisal service to be performed is so limited that the 
resulting analysis, opinion, or conclusion would tend to mislead or confuse the client, the 
users of the report, or the public. For the purpose of this provision, users of the report 
might include parties such as lenders, employees of government agencies, limited partners of 
a client, and a client's attorney and accountant. In this context the purpose of the 
appraisal and the anticipated or possible use of the report are critical. 

If an appraiser enters into an agreement to perform an appraisal service that calls for 
something less than, or different from, the work that would otherwise be required by the 
specific appraisal guidelines, Standards Rules 2-2(k), 5-2(i), 8-2(h), and lO-2(h) require 
that this fact be clearly and accurately set forth in the report. 

The requirements of the departure provision may be satisfied by the technique of 
incorporating by reference. 

For example, if an appraiser's complete file was introduced into evidence at a public 
hearing or public trial and the appraiser subsequently prepared a one-page report that 1) 
identified the property, 2) stated the value, and 3) stated that the value conclusion could 
not be properly understood without reference to his or her complete file and directed the 
reader to the complete file, the requirements of the departure provision 
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would be satisfied if the appraiser's complete file contained, in coherent form, all the 
data and statements that are required by the Uniform Standards. 

Another example would be an update report that expressly incorporated by referenee all the 
background data, market conditions, assumptions, and limiting conditions that were contained 
in the original report prepared for the same client. 

JURISDICTIONAL EXCEPTION 

If any part of these standards is contrary to the law or public policy of any 
jurisdiction, only that part sha11 be void and of no force or effeet in that 
jurisdiction. 

SUPPLEMENTAL STANDARDS 

These Uniform Standards provide the common basis for all appraisal practice. 
Supplemental standards applicable to appraisals prepared for specific purposes 
or property type s may be issued by public agencies and certain client groups, 
e.g. regulatory agencies, eminent domain authorities, asset managers, and 
financial institutions. Appraisers and clients must ascertain whether any 
supplemental standards in addition to these Uniform Standardsapply to the 
assignment being considered. 

DEFINITIONS 

For the purpose of these standards, the following definitions apply: 

APPRAISAL: (noun) the act or process of estimating value; an estimate of value. 
(adjective) of or pertaining to appraising and related functions, 
e.g. appraisal practice, appraisal services. 

APPRAISAL PRACTICE: the work or services performed by appraisers, defined by 
three terms in these standards: appraisal, review, and consulting. 

Comment: These three terms are intent i ona 11 y generi e, and not mutua 11 y excl us i ve. For 
example, an estimate of value may be required as part of a review or consulting service. 
The use of other nomenclature by an appraiser (e.g. analysis, counseling, evaluation, study, 
submission, valuation) does not exempt an appraiser from adherence to these standards. 

CASH FLOW ANALYSIS: a study of the anticipated movement of cash into or out of 
an inves tmen t . 

CLIENT: any party for whom an appraiser performs a service. 

CONSULTING: the act or process of providing information, analysis of real 
estate data, and recommendations or conelusions on diversified problems in 
real estate, other than estimating value. 

FEASIBILITY ANALYSIS: a study of the cost-benefit relationship of an economic 
endeavor. 

INVESTMENT ANALYSIS: a study that reflects the relationship between 
acquisition price and anticipated future benefits of a real estate investment. 
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MARKET ANALYSIS: a study of real estate market conditions for a specific type 
of property. 

MARKET VALUE: Market value is the major focus of most real property appraisa1 
assignments. Both economic and 1ega1 definitions of market va1ue have been 
deve10ped and refined. A current economic definition agreed upon by federa1 
financial institutions in the United States of America is: 

The most probable price which a property shou1d bring in a competitive and 
open market under all conditions requisite to a fair sale, the buyer and 
se1ler each acting prudent1y and know1edgeably, and assuming the price is 
not affected by undue stimulus. Imp1icit in this definition is the 
consummation of a sale as of a specified date and the passing of tit1e 
from se11er to buyer under conditions whereby: 

1. buyer and se1ler are typica11y motivated; 

2. both parties are we11 informed or we11 advised, and acting in what 
they consider their best interests; 

3. a reasonab1e time is a110wed for exposure in the open market; 

4. payment is made in terms of cash in United States dol1ars or in terms 
of financia1 arrangements comparab1e thereto; and 

5. the price represents the normal consideration for the property sold 
unaffected by specia1 or creative financing or sa1es concessions 
granted by anyone associated with the sale. 

Substitution of another currency for United States do11ars in the fourth 
condition is appropriate in countries or in reports addressed to c1ients from 
other countries. 

Persons performing appraisa1 services that may be subject to 1itigation are 
cautioned to seek the exact 1egal definition of market va1ue in the 
jurisdiction in which the services are being performed. 

MASS APPRAISAL: the process of va1uing a universe of properties as of a given 
date uti1izing standard methodo1ogy, emp10ying common data and a110wing for 
statistica1 testingo 

MASS APPRAISAL MODEL: a mathematica1 expressian of how supply and demand 
factors interact in a market. 

PERSONAL PROPERTY: identifiab1e portab1e and tangib1e objects which are 
cOllsidered by the general public as being "personal," e.g. furnishings, 
artwork, antiques, gems and jewe1ry, co11ectibles, machinery and equipment; 
all property that is not c1assified as real estate. 

REAL ESTATE: an identified parce1 or tract of 1and, including improvements, if 
any. 

REAL PROPERTY: the interests, benefits, and rights inherent in the ownership 
of real estate. 
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Comment: In some jurisdictions, the terms real estate and real property have the same legal 
meaning. The separate definitions recognize the traditional distinction between the two 
concepts in appraisal theory. 

REPORT: any communication, written or oral, of an appraisal, review, or 
analysis; the document that is transmitted to the client upon completion of an 
assignment. 

Comment: Most reports are written and most clients mandate written reports. Oral report 
guidelines (See Standards Rule 2-4) and restrictions (See Ethics Provision: Record Keeping) 
are included to cover court testimony and other oral communications of an appraisal, review 
or consulting service. 

REVIEW: the act or process of critically studying areport prepared by another. 

STANDARD 1 

In developing a real property appraisal, an appraiser must be aware of, 
understand, and correctly employ those recognized methods and techniques that 
are necessary to produce a credible appraisal. 

Comment: Standard 1 is directed toward the substantive aspects of developing a competent 
appraisa1. The requirements set forth in Standards Ru1e 1-1, the appraisal guidelines set 
forth in Standards Rules 1-2, 1-3, 1-4, and the requirements set forth in Standards Rule 1-5 
mirror the appraisal process in the order of topics addressed and can be used by appraisers 
and the users of appraisal services as a convenient checklist. 

Standards Rule 1-1 

In developing a real property appraisal, an appraiser must: 

(a) be aware of, understand, and correctly employ those recognized methods and 
techniques that are necessary to produce a credible appraisal; 

Comment: De~rture from this binding reguirement is not permitted. This rule recognizes 
that the principle of change continues to affect the manner in which appraisers perform 
appraisal services. Charges and developments in the real estate field have a substantial 
impact on the appraisal profession. Important changes in the cost and manner of 
constructing and marketing commercial, industrial, and residential real estate and changes 
in the legal framework in which real property rights and interests are created, conveyed, 
and mortgaged have resulted in corresponding changes in appraisal theory and practice. 
Social change has also had an effect on appraisal theory and practice. To keep abreast of 
these changes and developments, the appraisal profession is constantly reviewing and 
revising appraisal methods and techniques and devising new methods and techniques to meet 
new circumstances. For this reason it is not sufficient for appraisers to simply maintain 
the skills and the knowledge they possess when they become appraisers. Each appraiser must 
continuously improve his or her skills to remain proficient in real property appraisal. 

(b) not commit a substantial error of omission or commission that 
significantly affects an appraisal; 

19 



DRAFT OF JULY 25, 1991 

Comment: Departure from this binding reguirement is not permitted. In performing appraisal 
serviees an appraiser must be eertain that the gathering of faetual information is eondueted 
in a manner that is suffieiently dili~ent to ensure that the data that would have a material 
or signifieant effeet on the resulting opinions or eonelusions are considered. Further, an 
appraiser must use suffieient eare in analyzing such data to avoid errors that would 
signifieantly affeet his or her opinions and eonelusions. 

(e) not render appraisa1 services in a care1ess or negligent manner, such as a 
series of errors that, considered individually, may not significantly 
affect the results of an appraisa1, but which, when considered in the 
aggregate, would be misleadingo 

Comment: Departure from this binding reguirement is not permitted. Perfection is 
impossible to attain and competenee does not require perfection. However, an appraiser must 
not render appraisal services in a eareless or negligent manner. This rule requires an 
appraiser to use due diligenee and due eare. The fact that the carelessness or negligence 
of an appraiser has not caused an error that signifieantly affects his or her opinions or 
eonclusions and thereby seriously harms a client or a third party does not excuse such 
carelessness or negligence. 

Standards Rule 1-2 

In deve10ping a real property appraisal, an appraiser must observe the 
following specific appraisal guidelines: 

(a) adequate1y identify the real estate, identify the real property interest, 
consider the purpose and intended use of the appraisal, consider the 
extent of the data collection process, identify any special 1imiting 
conditions, and identify the effective date of the appraisal; 

(b) define the value being considered; if the value to be estimated is market 
value, the appraiser must c1ear1y indicate whether the estimate is the 
most probable price: 

(i) 
(ii) 
(iii) 

in terrns of cash; or 
in terms of financial arrangements equivalent to cash; or 
in such other terrns as may be precisely defined; if an estimate 
of value is based on submarket financing or financing with 
unusua1 conditions or incentives, the terms of such financing 
must be clearly set forth, their contributions to or negative 
influence on value must be described and estimated, and the 
market data supporting the valuation estimate must be described 
and explained; 

Comment: For certain type s of appraisal assignments in which a legal definition of market 
value has been established and takes precedence, the Jurisdietional Exception may apply to 
this guideline. 

If the concept of reasonable exposure in the open market is involved, the appraiser should 
be speeific as to the estimate of marketing time linked to the value estimate. 
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(e) eonsider easements, restrietions, eneumbranees, leases, reservations, 
eovenants, eontraets, deelarations, special assessments, ordinances, 
or other items of a similar nature; 

(d) eonsider whether an appraised fraetional interest, physieal segment, or 
partial holding eontributes pro rata to the value of the whole; 

Comment: This guideline does not require an appraiser to value the whole when the subject 
of the appraisal is a fractional interest, a physical segment, or a partial holding. 
However, if the value of the whole is not considered, the appraisal must clearly refleet 
that the value of the property being appraised cannot be used to estimate the value of the 
whole by mathematical extension. 

(e) identify and eonsider the effeet on value of any personal property, trade 
fixtures or intangible items that are not real property but are ineluded 
in the appraisal. 

Comment: This guideline requires the appraiser to recognize the inclusion of items that are 
not real property in an overall value estimate. Additional expertise in personal property 
(See Standard 7) or business (See Standard 9) appraisal may be required to allocate the 
overall value to its various components. Separate valuation of such items is required when 
they are significant to the overall value. 

Standards Rule 1-3 

In qeveloping a real property appraisal, an appraiser must observe the 
following specifie appraisa1 guidelines: 

(a) consider the effeet on use and value of the following faetors: existing 
1and use regulations, reasonab1y probab1e modifications of such 1and use 
regulations, eeonomie demand, the physical adaptability of the real 
estate, neighborhood trends, and the highest and best use of the real 
estate; 

Comment: This guideline sets forth a list of factors that affect use and value. In 
considering neighborhood trends, an appraiser must avoid stereotyped or biased assumptions 
relating to race, age, color, religion, gender, or national origin or an assumption that 
racial, ethnic, or religious homogeneity is necessary to maximize value in a neighborhood. 
Further, an appraiser must avoid making an unsupported assumption or premise about 
neighborhood decline, effective age, and remaining life. In considering highest and best 
use, an appraiser should develop the concept to the extent that is required for a proper 
solution of the appraisal problem being considered. 

(b) recognize that 1and is appraised as though vacant and avai1ab1e for 
deve10pment to its highest and best use and that the appraisa1 of 
improvements is based on their actua1 eontribution to the site. 

~mment: This guideline may be modified to refleet the fact that, in various legal and 
practical situations, a site may have a contributory value that differs from the value as if 
vacant. 
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Standards Rule 1-4 

In dev~loping a real property appraisal, an appraiser must observe the 
following speeifie appraisaI guidelines, when applieable: 

(a) value the site by an appropriate appraisaI method or technique; 

(b) colleet, verify, analyze, and reeoneile: 

(i) 

(ii) 

(iii) 

(iv) 

(v) 

(vi) 

such eomparable eost data as are available to estimate the eost 
new of the improvements (if any); 
such eomparable data as are available to estimate the differenee 
between eost newand the present worth of the improvements 
(aeerued depreeiation); 
such eomparable sales data, adequately identified and deseribed, 
as are available to indieate a value eonelusion; 
such eomparable rental data as are available to estimate the 
market rental of the property being appraised; 
such eomparable operating expense data as are available to 
estimate the operating expenses of the property being appraised; 
such eomparable data as are available to estimate rates of 
eapitalization and/or rates of discount. 

Comment: This rule eovers the three approaehes to value. See Standards Rule 2-2(j) for 
eorresponding reporting requirements. 

(e) base projeetions of future rent and expenses on reasonably elear and 
appropriate evidenee; 

Comment: This guideline requires an appraiser, in developing ineome and expense statements 
and eash flow projeetions, to weigh historieal information and trends, eurrent market 
faetors affecting such trends, and antieipated events such as competition from developments 
under construetion. 

(d) when estimating the value of a leased fee estate or a leasehold estate, 
eonsider and analyze the effeet on value, if any, of the terms and 
eonditions of the lease(s); 

(e) eonsider and analyze the effeet on value, if any, of the assemblage of the 
various estates or component parts of a property and refrain from 
estimating the value of the whole solely by adding together the individual 
values of the various estates or component parts; 

Comment: Although the value of the whole may be equal to the sum of the separate estates or 
parts, it also may be greater than or less than the sum of such estates or parts. 
Therefore, the value of the whole must be tested by referenee to appropriate market data and 
supported by an appropriate analysis of such data. 

A similar procedure must be followed when the value of the whole has been established and 
the appraiser seeks to estimate the value of a part. The value of any such part must be 
tested by reference to appropriate market data and supported by an appropriate analysis of 
such data. 
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(f) consider and ana1yze the effect on va1ue, if any, of anticipated 
public or private improvements, 10cated on or off the site, to the 
extent that market ~ctions ref1ect such anticipated improvements as 
of the effective appraisa1 date; 

Comment: In condemnation valuation assignments in eertain jurisdietions, the Jurisdictional 
Exception may apply to this guidelines. 

(g) identify and consider the appropriate procedures and market information 
required to perform the appraisa1, inc1uding all physica1, functiona1, and 
externa1 market factors as they may affect the appraisal; 

Comment: The appraisal may require a complete market analysis (See Standards Rule 4-4). 

(h) appraise proposed improvements only after examining and having available 
for future examination: 

(i) 

(ii) 

(iii) 

plans, specifications, or other documentation sufficient to 
identify the scope and character of the proposed improvements: 
evidence indicating the probable time of completion of the 
proposed improvements; and 
reasonably clear and appropriate evidence supporting development 
costs, anticipated earnings, oeeupaney projeetions, and the 
anticipated competition at the time of comp1etion. 

Comment: The evidence required to be examined and maintained under this guideline may 
include such items as contraetor's estimates relating to cost and the time required to 
eomplete eonstruction, market, and feasibility studies; operating eost data; and the history 
of reeently eompleted similar developments. The appraisal may require a complete 
feasibility analysis (See Standards Rule 4-6). 

(i) All pertinent information in items (a) through (h) above sha11 be used in 
the development of an appraisa1. 

Comment: See Standards Rule 2-2(k) for eorresponding reporting requirements. 

Standards Rule 1-5 

In developing a real property appraisal, an appraiser must: 

(a) consider and analyze any current Agreement of Sale, option, or 1isting of 
the property being appraised, if such information is availab1e to the 
appraiser in the norma1 course of business; 

(b) consider and ana1yze any prior sales or the property being appraised that 
occurred within the following time periods: 

(i) one year for one-to-four family residential property; and 
(ii) three years for all other property types. 

Comment: The intent of this requirement is to encourage the research and analysis of prior 
sales of the subject; the time frames eited are minimums. 
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(e) eonsider and reeonei1e the qua1ity and quantity of data avai1ab1e and 
ana1yzed within the approaehes used and the app1ieabi1ity or 
suitabi1ity of the approaehes used. 

Comment: Departure from this binding reguirement is not permitted. See Standard s Rule 
2-2(k) Comment for corresponding reporting requirements. 

STANDARD 2 

In reporting the resu1ts of a real property appraisal an appraiser must 
eommunieate eaeh analysis, opinion, and eone1usion in a manner that is not 
mis1eading. 

Comment: Standard 2 governs the form and content of the report that communicates the 
results of an appraisal to a client and third parties. 

Standards Ru1e 2-1 

Eaeh written or ora1 real property appraisa1 report must: 

(a) e1ear1y and aeeurate1y set forth the appraisal in a manner that will not 
be misleading; 

Comment: Departure from this binding reguirement is not permitted. Since most reports are 
used and relied upon by third parties, communications considered adequate by the appraiser's 
client may not be sufficient. An appraiser must take extreme care to make certain that his 
or her reports will not be misleading in the marketplace or to the public. 

(b) eontain suffieient information to enable the person(s) who reeeive or rely 
on the report to understand it properly; 

Comment: Departure from this binding reguirement is not permitted. A failure to observe 
this rule could cause a client or other users of the report to make a serious error even 
though each analysis, opinion, and conclusion in the report is clearly and accurately 
stated. To avoid this problem and the dangers it presents to clients and other users of 
reports, this rule requires an appraiser to include in each report sufficient information to 
enable the reader to understand it properly. All reports, both written and oral, must 
clearly and accurately present the analyses, opinions, and conclusions of the appraiser in 
sufficient depth and detail to address adequately the significance of the specific appraisal 
problem. 

(e) elear1y and aceurate1y disc10se any extraordinary assumption or 1imiting 
condition that direet1y affects the appraisa1 and indicate its impact on 
value. 

Comment: Departure from this binding reguirement is not permitted. Examples of 
extraordinary assumptions or conditions might include items such as the execution of a 
pending lease agreement, atypical financing, or completion of onsite or offsite 
improvements. In a written report the disclosure would be required in conjunction with 
statements of each opinion or conclusion that is affected. 

Standards Ru1e 2-2 

Each written real property appraisal report must: 
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(a) identify and deseribe the real estate being appraised; 

{b) identify the real property interest being appraised; 

Comment on (a) and~: These two requirements are essential elements in any report. 
Identifying the real estate ean be aeeomplished by any eombination of a legal deseription, 
address, map referenee, eopy of a survey or map, property sketeh and/or photographs. A 
property sketeh and photographs also provide some deseription of the real estate in addition 
to written eomments about the physieal attributes of the real estate. Identifying the real 
property rights being appraised requires adireet statement substantiated as needed by 
eopies or summaries of legal deseriptions or other doeuments setting forth any eneumbranees. 

(e) state the purpose of the appraisal; 

(d) define the value to be estirnated; 

(e) set forth the effeetive date of the appraisal and the date of the report; 

Comment on (e). (d) and (e): These three requirements eall for elear diselosure to the 
reader of a report the °why, what and when O surrounding the appraisal. The purpose of the 
appraisal is used generieally to inelude both the task involved and rationale for the 
appraisal. Defining the value to be estimated requires both an appropriately refereneed 
definition and any eomments need ed to elearly indieate to the reader how the definition is 
being applied [See Standards Rule 1-2(b)]. The effeetive date of the appraisal establishes 
the context for the value estimate, while the date of the report indieates whether the 
perspeetive of the appraiser on the market eonditions as of the effeetive date of the 
appraisal was prospeetive, eurrent, or retrospective. Reiteration of the date of the report 
and the effeetive date of the appraisal at various stages of the report in tandem is 
important for the elear understanding of the reader whenever market conditions on the date 
of the report are different from market eonditions on the effeetive date of the appraisal. 

(f) deseribe the extent of the process of eolleeting, eonfirrning, and 
reporting data; 

Comment: This requirement is designed to proteet third parties whose reliance on an 
appraisal report may be affected by the extent of the appraiser's investigation; i.e., the 
process of eolleeting, eonfirming and reporting data. 

(g) set forth all assurnptions and lirniting eonditions that affeet the 
analyses, opinions, and eonelusions; 

Comment: It is suggested that assumptions and limiting eonditions be grouped together in an 
identified seetion of the report. 

(h) set forth the inforrnation considered, the appraisal proeedures followed, 
and the reasoning that supports the analyses, opinions, and eonelusions; 
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Comment: This requirement calls for the appraiser to summarize the data considered and the 
procedures that were followed. Each item must be addressed in the depth and detail required 
by its significance to the appraisal. The appraiser must be certain that sufficient 
information is provided so that the client, the users of the report, and the public will 
understand it and will not be misled or confused. The substantive content of the report, 
not its size, determines its complianee with this specific reporting guideline. 

(i) set forth the appraiser's opinion of the highest and best use of the real 
estate, when such an opinion is necessary and appropriate; 

Comment: This requirement calls for a written report to contain a statement of the 
appraiser's opinion as to the highest and best use of the real estate, unless an opinion as 
to highest and best use is unnecessary, e.g. insurance valuation or value in use 
appraisals. If an opinion as to highest and best use is required, the reasoning in support 
of the opinion must also be included. 

(j) explain and support the exclusion of any of the usual valuation 
approaches; 

(k) set forth auy additional information that may be appropriate to show 
eompIianee with, or elearly identify and explain permitted departures 
from, the requirements of Standard 1; 

Comment: This requirement calls for a written appraisal report or other written 
communication concerning the results of an appraisal to contain sufficient information to 
indicate that the appraiser complied with the requirements of Standard 1, including the 
requi rements governi ng any perrnH ted departures from the apprai sa 1 gui de li nes. The amount 
of detail required wi11 vary with the significance of the information to the appraisa1. 

Information considered and analyzed in complianee with Standard s Rule 1-5 is significant 
information that deserves comment in any report. If such information is unobtainable, 
comment on the efforts undertaken by the appraiser to obtain the information is required. 

(1) inelude a signed eertifieation in aeeordanee with Standards Rule 2-3. 

Comment: Departure from binding reguirements (al through el) above is not permitted. 

Standards Rule 2-3 

Eaeh written real property appraisal report must eontain a eertifieation that 
is similar in eontent to the following form: 

I eertify that, to the best of my knowledge and belief: 

the statements of faet eontained in this report are true and correet. 
the reported analyses, opinions, and conelusions are limited only by 
the reported assumptions and limiting eonditions, and are my 
personal, unbiased professional analyses, opinions, and eonelusions. 
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I have no (or the speeified) present or prospective interest in the 
property that is the subjeet of this report, and I have no (or the 
speeified) personal interest or bias with respeet to the parties 
invo1ved. 
my compensation is not contingent upon the reporting of a 
predetermined va1ue or direction in value that favors the eause of 
the client, the amount of the value estimate, the attainment of a 
stipu1ated result, or the oceurrence of a subsequent event. 
my ana1yses, opinions, and cone1usions were deve10ped, and this 
report has been prepared, in conformity with the Uniform Standards of 
Professiona1 Appraisa1 Practice. 
I have (or have not) made a personal inspection of the property that 
is the subject of this report. (If more than one person signs the 
report, this certification must e1early specify which individua1s did 
and whieh individuals did not make a personal inspeetion of the 
appraised property.) 
no one provided significant professiona1 assistance to the person 
signing this report. (If there are exceptions, the name of eaeh 
individual providing significant professional assistanee must be 
stated.) 

Comment: Departure from this binding reguirement is not permitted. 

Standards Ru1e 2-4 

To the extent that it is both possib1e and appropriate, each ora1 real 
property appraisa1 report (ineluding expert testimony) must address the 
substantive matters set for th in Standards Ru1e 2-2. 

Comment: In addition to complying with the requirements of Standard s Rule 2-1, an appraiser 
making an oral report must use his or her best efforts to address each of the substantive 
matters in Standards Rule 2-2. 

Testimony of an appraiser concerning his or her analyses, oplnlons, and conclusions is an 
oral report in which the appraiser must comply with the requirements of this Standards Rule. 

See Record Keeping under the ETHICS PROVISION for corresponding requirements. 

Standards Ru1e 2-5 

An appraiser who signs a real property appraisa1 report prepared by another, 
even under the 1abel of "review appraised", must accept fu11 responsibility 
for the eontents of the report. 

Comment: Departure from this binding reguirement is not permitted. 

This requirement is directed to the employer or supervisor signing the report of an employee 
or subcontractor. The employer or supervisor signing the report is as responsible as the 
individual preparing the appraisal for the content and conclusions of the appraisal and the 
report. Using a conditional label next to the signature of the employer or supervisor or 
signing a form report on the line over the words "rev iew appraiser" does not exempt that 
individual from adherence to these standards. 
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This requirement does not address the responsibilities of a review appraiser, the subject of 
Standard 3. 

STANDARD 3 

In reviewing an appraisal and reporting the resu1ts of that review, an 
appraiser must form an opinion as to the adequacy and appropriateness of the 
report being reviewed and must c1ear1y disc10se the nature of the review 
process undertaken. 

Comment: The function of reviewing an appraisal requires the preparation of a separate 
report or a file memorandum by the appraiser performing the review setting forth the results 
of the review process. Review appraisers go beyond cheeking for a level of completeness and 
consistency in the report under review by providing comment on the content and eonelusions 
of the report. They may or may not have first-hand knowledge of the subjeet property of or 
data in the report. The COMPETENCY PROVISION applies to the appraiser performing the review 
as well as the appraiser who prepared the report under review. 

Reviewing is a distinetly different function from that addressed in Standards Rule 2-5. To 
avoid confusion in the marketplace between these two funetions, review appraisers should not 
sign the report under review unless they intend to take the responsibility of a eosigner. 

Review appraisers must take appropriate steps to indieate to third parties the precise 
extent of the review process. A separate report or letter is one method. Another 
appropriate method is a form or eheek-list prepared and signed by the appraiser eondueting 
the review and attaehed to the report under review. It is also possible that a stamped 
impression on the appraisal report under review, signed or initialed by the reviewing 
appraiser, may be an appropriate method for separating the review funetion from the aetual 
signing of the report. To be effeetive, however, the stamp must briefly indieate the extent 
of the review process and refer to a file memorandum that elearly outlines the review 
process eondueted. 

The review appraiser must exereise extreme care in elearly distinguishing between the review 
process and the appraisal or consulting processes. Original work by the review appraiser may 
be governed by STANDARD 1 or STANDARD 4 rather than this standard. A misleading or 
fraudulent review andfor report violates the ETHICS PROVISION. 

Standards Ru1e 3-1 

In reviewing an appraisal, an appraiser must: 

(a) identify the report under review, the real estate and real property 
interest being appraised, the effective date of the opinion in the report 
under review, and the date of the review; 

(b) identify the extent of the review process to be conducted; 

(e) form an opinion as to the completeness of the report under review in light 
of the requirements in these standards; 
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Comment: The review should be conducted in the context of market conditions as of the 
effective date of the opinion in the report being reviewed. 

(d) form an opinion as to the apparent adequaey and relevanee of the data and 
the propriety of any adjustments to the data; 

(e) form an opinion as to the appropriateness of the appraisal methods and 
teehniques used and develop the reasons for any disagreement; 

(f) form an opinion as to whether the analyses, opinions, and conelusions in 
the report under review are appropriate and rea~onable, and develop the 
reasons for any disagreement. 

Comment: Departure from binding requirements (a) through (f) above is not permitted. 

An opinion of a different estimate of value from that in the report under review may be 
expressed, provided the review appraiser: 
1. satisfies the requirements of STANDARD 1; 
2. identifies and sets forth any additional data relied upon and the reasoning and basis 

for the different estimate of value; and, 
3. clearly identifies and discloses all assumptions and limitations connected with the 

different estimate of value to avoid confusion in the marketplace. 

Standards Rule 3-2 

In reporting the results of an appraisal review, an appraiser must: 

(a) diselose the nature, extent, and detail of the review process undertaken; 

(b) diselose the information that must be considered in Standards Rule 3-1 (a) 
and (b); 

(e) set forth the opinions, reasons, and conelusions required in Standards 
Rule 3-1 (e), (d), (e) and (f); 

(d) inelude all known pertinent information; 

(e) inelude a signed eertifieation similar in eontent to the following: 

I eertify that, to the best of my knowledge and belief: 

the facts and data reported by the review appraiser and used in the 
review process are true and eorreet. 
the analyses, opinions, and conelusions in this review report are 
limited only by the assumptions and limiting eonditions stated in 
this review report, and are my personal, unbiased professional 
analyses, opinions and eonelusions. 
I have no (or the speeified) present or prospeetive interest in the 
property that is the subjeet of this report and I have no (or the 
speeified) personal interest or bias with respeet to the parties 
involved. 
my eompensation is not contingent on an action or event resulting 
from the analyses, opinions, or conelusions in, or the use of, this 
review report. 
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my ana1yses, opinions, and conelusions were deve10ped and this review 
report was prepared in conformity with the Uniform Standards of 
Professiona1 Appraisa1 Practic~. I did not (did) persona11y inspect 
the subject property of the report under review. 
no one provided significant professiona1 assistance to the person 
signing this review report. (If there are exceptions, the name of 
each individua1 providing significant professiona1 assistance must be 
stated.) 

Comment: Departure from bindina reguirements (a) throuah (e) above is not permitted. 

STANDARD 4 

In performing real estate or real property consulting services, an appraiser 
must be aware of, understand, and correct1y emp10y those recognized methods 
and techniques that are necessary to produce a credib1e resu1t. 

~omment: Standard 4 is directed toward the same substantive aspects of professional 
practice set forth in Standard 1, but addresses the performance of consulting services by an 
appraiser. Consulting is a broad term that is applied to studies of real estate other than 
estimating value. Land utilization studies; highest and best use analyses; marketability, 
feasibility, or investment studies; and other research-related studies are examples of 
consulting assignments. An appraiser must have the ability to develop an analysis/research 
program that is responsive to the client's objective; to perform primary research; to gather 
and present secondary and tertiary data; and to prepare a documented written report. 

Standard 4 addresses the concept of identifying the client's objective. There is an 
important difference between performing an impartial consulting service as a disinterested 
third party that responds to the client's stated objective and performing a consulting 
service that is intended to facilitate the achievement of the client's objective. While 
both are legitimate business activities within the realm of professional appraisal practice, 
the appraiser must recognize the distinction and the consequent obligations. 

An appraiser retained to act as a disinterested third party (or reasonably perceived by the 
public as acting as a disinterested third party) in performing an unbiased consulting 
service cannot be compensated in a manner that is contingent on the results. However, an 
appraiser retained to perform a legitimate service such as brokerage, mortgage banking, tax 
counseling, or zoning advice may be compensated by a fee contingent on the results achieved, 
but only when a proper disclosure of the role being performed by the appraiser is made. 

Standards Ru1e 4-1 

In performing real estate or real property consulting services, an appraiser 
must: 

(a) be aware of, understand, and correct1y employ those recognized consulting 
methods and techniques that are necessary to produce credible results; 
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(b) not eommit a substantia1 error of omission or eommission that 
signifieant1y affeets the resu1ts of a consulting service; 

(e) not render consulting serviees in a eare1ess or neg1igent manner, such as 
a series of errors that, considered individua1ly, may not signifieantly 
affeet the results, but whieh, when considered in the aggregate, wou1d be 
misleadingo 

Comment: Standards Rule 4-1 is identical in scope and purpose to Standards Rule 1-1. 
Departure from binding reguirements (a). (b). and (c) is not permitted. 

Standards Rule 4-2 

In performing real estate or real property consulting serviees, an appraiser 
must observe the following speeifie guidelines: 

(a) elear1y identify the elient's objeetive; 

(b) define the problem to be considered, define the purpose and intended use 
of the consulting service, eonsider the extent of the data eo1leetion 
process, adequate1y identify the real estate and/or property under 
eonsideration (if any), deseribe any speeia1 1imiting eonditions, and 
identify the effeetive date of the consulting service; 

(e) eo1leet, verify, and reeonei1e such data as may be required to eomplete 
the consulting service; 
(i) if the market va1ue of a speeifie property is pertinent to the 

consulting assignment, an appraisal in eonformanee with Standard 
1 must be ineluded in the data eol1eetion; 

all pertinent information sha11 be ineluded; 

Comment: If an appraisal is pertinent, the appraiser performing the consulting service 
should carefully review the ETHICS PROVISION and the explanatory comment at the beginning of 
STANDARD 4 to ensure that any personal interests of the appraiser or contingent compensation 
for the consulting service do not conflict with the independence required of the appraisal 
function. 

The appraiser performing the consulting service may find it necessary to retain (or suggest 
that the client retain) another appraiser to perform the appraisal. 

(d) apply the appropriate consulting too1s and teehniques to the data 
eo11eeted; 

(e) base all projeetions on reasonab1y e1ear and appropriate evidenee. 

Comment: A consulting service must begin with a clear identification of the client's 
objective, which may not be explicit in the client's statement of the assignment. The 
appraiser should precisely define the nature of the problem the client faces and the purpose 
of the consulting service. If the consulting service involves specific real estate or 
property, the appraiser must obtain a legal description, street address or other means of 
specifically and adequately identifying the real estate or property. 
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The appraiser must assess the overa11 range of work for solving the problem, the 
methodo1ogies to be used, and the specific research data directly relevant to the consulting 
service. 

Standards Rule 4-3 

In performing real estate or real property consulting services, an appraiser 
must observe the following specific guidelines when a conclusion or 
recommendation is required by the nature of the assignment: 

(a) identify alternative courses of action to achieve the client's objeetive 
and analyze their implieations; 

(b) identify both known and anticipated eonstraints to each alternative and 
measure their probable impaet; 

(e) identify the resourees aetually or expeeted to be available to each 
alternative and measure their probable impaet; 

(d) identify the optimum course of action to achieve the client's objeetive. 

Comm~nt: After proper consideration of all alternative courses of action, the appraiser 
should identify the optimum course of action in terms of the client's objective and forecast 
the likelihood it can be achieved. All conclusions must be logically related to the 
resourees available and the constraints that may limit any of the a1ternatives. 

Standards Rule 4-4 

In performing a market analysis, an appraiser must observe the following 
specific guidelines when applicable: 

(a) define and delineate the market area; 

(b) identify and analyze the current supply and demand eonditions that make up 
the speeifie real estate market; 

(e) identify, measure, and foreeast the effeet of antieipated development or 
other changes and future supply; 

(d) identify, measure, and foreeast the effeet of antieipated eeonomic or 
other changes and future demand. 

Comment: The appraiser shou1d carefully define and delineate the pertinent market area for 
the analysis. Supportive reasoning for the se1ection of the boundaries must be stated. The 
appraiser should identify the specific class(es) of real estate under consideration and 
analyze the forees that are likely to affect supply/demand relationships. 

The appraiser is expected to provide a comprehensive physica1 and economic description of 
the existing supp1y of space for the specific use within the defined market area, an 
exp1anation of the competitive position of the subject, and a forecast of how anticipated 
changes in future supp1y (additions to or de1etions from the inventory) may affect the 
subject property. 
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The appraiser is expected to project the quantity and price or rent level of space that will 
be demanded within the particular sub-market. The capture or penetration rates of 
competitive projects should be examin:d in sufficient detail to lead to a reasoned 
conclusion as to the forecasted price or rent levels at which the market is likely to accept 
the subject space and the estimated absorption or rent-up time period. 

The analysis of economic changes in the market in which the property is located may include 
the following determinants of demand: population, employment, and income characteristics; 
interest rates; zoning and other regulations; rents and/or sales; new construction planned 
or underway; vacant sites as potential competition to the subject; transportation; taxes; 
and the cost and adequacy of sewer, water, power, and other utilities. Forecasting 
techniques should be relevant, reasonable, practical, and supportable. Regardless of the 
forecasting models employed, the appraiser is expected to provide a clear and concise 
explanation and description of the models and methodologies. 

Standards Ru1e 4-5 

In deve10ping a eash f10w and/or investment analysis, an appraiser must 
observe the following speeifie guide1ines when app1ieable: 

(a) eonsider and ana1yze the quantity and quality of the ineome stream; 

(b) eonsider and analyze the history of expenses and reserves; 

(e) eonsider and analyze finaneing availability and terrns; 

(d) seleet and support the appropriate method of proeessing the ineome stream; 

(e) eonsider and analyze the eash flow return(s) and reversion(s) to the 
speeified investment position over a projeeted time period(s). 

Comment: Since real estate investment decisions are predicated on financial implications, 
the consulting service should define the client's investment criteria, consider major 
variables in the real estate and financial markets, and forecast the anticipated results. 
Definitions of the financial indices used (such as internal rate of return) and explanations 
of the financial analysis techniques and computer programs employed should be included. The 
ETHICS PROVISION and COMPETENCY PROVISION are especially important to Standard s Rule 4-5 
with regard to hypothetical eonditions and teehnical profieieney. 

8tandards Rule 4-6 

In developing a feasibility analysis, an appraiser must observe the following 
speeifie guide1ines when applieable: 

(a) prepare a eomp1ete market analysis; 

(b) app1y the resu1ts of the market analysis to alternative eourses of action 
to achieve the clientis objeetive; 

(i) eonsider and analyze the probab1e eosts of eaeh alternative; 
(ii) eonsider and analyze the probabi1ity of altering any eonstraints 

to eaeh alternative; 
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(iii) consider and ana1yze the probab1e outcome of each a1ternative. 

Comment: An important step in feasibility analysis is to complete a market analysis. 

The appraiser should compare the following criteria from the client's project to the results 
of the market analysis: the project budget (all construction costs, fees, carrying costs, 
and ongoing property operating expenses); the time sequence of activities (planning, 
construction and marketing); the type and cost of financing obtainable; cash flow forecasts 
over the development and/or holding period; and yield expectations. The appraiser should 
have enough data to estimate whether the project will develop aecording to the expectations 
of the client and is eeonomieally feasible in aeeordance with the client's explicitly 
defined financial objectives. 

STANDARD S 

In reporting the resu1ts of a real estate or real property consulting service, 
an appraiser must communicate each analysis, opinion, and conc1usion in a 
manner that is not misleadingo 

Comment: Standard 5 is identical in intent and purpose to the appraisal reporting 
requirements in Standard 2. An appraiser must explain logically and convineingly the 
reasoning that leads to his or her conclusions. The flow of information should be orderly 
and progressive, leading from the broadest to the most speeific level of analysis possible. 
Those topics most critical to the consulting conclusions should receive the most detailed 
emphasis. 

In many business situations involving consulting services, the role of the appraiser carries 
with it an implied impartiality. For this reason, an appraiser must exereise extreme 
caution in undertaking assignments that involve the aehievement of the specific goals of a 
client. A clear and eomplete disclosure of the role being performed by the appraiser must 
be part of any written report that results from the acceptance of such an assignment. The 
disclosure must be stated in any letter of transmittal, statement of assumptions and 
limiting conditions, and executive summary. In this conneetion, the appropriate use of the 
Certifieation in Standards Rule 5-3 is also required, but it is not sufficient in and of 
itself. A timelyand complete disclosure is required in any oral report. 

Standards Ru1e 5-1 

Eaeh written or ora1 consulting report must: 

(a) c1ear1y and aceurate1y set forth the consulting service in a manner that 
wi11 not be misleading; 

(b) eontain sufficient information to enab1e the person(s) who receive or re1y 
on the report to understand it proper1y; 

(e) c1ear1y and aeeurate1y disc10se any extraordinary assumption or 1imiting 
condition that direet1y affects the consulting service and indicate its 
impaet on the final eonc1usion or recommendation (if any). 
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Comment: Departure from binding reguirements (a). (b). and (c) is not permitted. A 
consulting report must be sufficiently comprehensive so the client can visualize the problem 
a,d follow the reasoning through each step of the analytical process. It is essential that 
throughout the report thedata, analyses, assumptions and conclusions are logical and 
adequately supported. Basic analytical and statistical principles, logical reasoning, and 
sound professional judgment are essential ingredients of the report. 

Standards Ru1e 5-2 

Eaeh written consulting report must eomp1y with the following speeifie 
reporting guide1ines: 

(a) define the problem to be considered; 

(b) state the purpose of the consulting service; 

(e) identify and deseribe the real estate and/or property under eonsideration 
(if any); 

(d) set forth the effective date of the consulting service and the date of the 
report; 

(e) describe the overall range of work and the extent of the data collection 
process; 

(f) set forth all assumptions and limiting eonditions that affeet the 
analyses, opinions, and conclusions; 

(g) set forth the information considered, the consulting proeedures fol1owed, 
and the reasoning that supports the analyses, opinions, and conclusions; 

(h) set forth the appraiser's final conclusions or recommendations (if any); 

(i) set forth any additional information that may be appropriate to show 
compliance with, or clearly identify and explain permitted departures 
from, the requirements to Standard 4; 

(j) inelude a signed eertification in aceordance with Standards Rule 5-3. 

Comment: The appraiser must set forth all of the assumptions and limiting conditions under 
which the consulting service is made, and support their validity. Specific assumptions or 
conditions imposed by the client must be clearly set forth as part of the identification of 
the objective of the consulting service. The appraiser must investigate the validity of 
such assumptions or conditions and give reasons for finding them realistic. 

It is improper to omit any of the requirements from a consulting report transmitted to the 
client without good causeo Any departure from normal procedures and the effect of any 
unusual factors or conditions in connection with the problem must be explained. A 
misleading or fraudulent report violates the ETHICS PROVISION as well as this Standard. 
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Standards Rule 5-3 

Each written consulting rep0rt must contain a certification that is similar in 
content to the following form: 

I certify that, to the best of my knowledge and belief: 

the statements of fact contained in this report are true and correct. 
the reported analyses, opinions, and conelusions are limited only by 
the reported assumptions and limiting conditions, and are my 
personal, unbiased professional analyses, opinions, and conclusions. 
I have no (or the specified) present or prospective interest in the 
property (if any) that is the subject of this report, and I have no 
(or the specified) personal interest or bias with respeet to the 
parties involved. 
my compensation is not (or is) contingent on an action or event 
resulting from the analyses, opinions, or conelusions in, or the use 
of, this report. (If the compensation is contingent, the basis of 
such contingency must be disclosed in this certification and in any 
letter of transmittal and executive summary.) 
my analyses, opinions, and conelusions were developed, and this 
report has been prepared, in conformity with the Uniform Standards of 
Professional Appraisal Practice. 
I have (or have not) made a personal inspection of the property (if 
any) that is the subject of this report. (If more than one person 
signs the report, this certification must clearly specify which 
individuals did and which individuals did not make a personal 
inspectian of the property.) 
no one provided significant professional assistanee to the person 
signing this report. (If the re are exceptions, the name of each 
individual providing significant professianal assistanee must be 
stated.) 

Comment: Departure from this binding requirement is not permitted. 

Standards Rule 5-4 

To the extent that it is both possible and appropriate, each oral consulting 
report (including expert testimany) must address the substantive matters set 
forth in Standards Rule 5-2. 

STANDARD 6 

In developing and reporting a mass appraisal for ad valorem tax purposes, an 
appraiser must be aware of, understand, and correctly employ those recognized 
methods and techniques, that are necessary to produce and communicate credible 
appraisals within the context of the property tax laws. 

Comment: Standard 6 is directed toward the substantive aspects of developing and 
communicating competent analyses, opinions, and conclusions for ad valorem tax purposes. 
Two types of appraisals are made for ad valorem tax purposes: individual property appraisals 
and mass appraisals. Individual property appraisals usually are made when a mass appraisal 
is being contested. Generally, individual property appraisals should conform to Standard 1 
and/or 7. Mass appraisals, which often are developed by teams of people, some of whom may 
not be appraisers, are the subject of this Standard. 
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Although appraisal is an important aspect of ad valorem tax administration, other important 
aspects, including locating and describing property, identifying ownership, determining 
taxability, making assessments, maintaining cadastral recrrd systems, and satisfying a 
variety of information needs, result in appraiser-client relationships that are distinctly 
different from the usual relationships between appraisers and clients. 

Stalldards Ru1e 6-1 

In deve10pillg a mass appraisa1 for ad valorem tax purposes, an appraiser must: 

(a) be aware of, understand, and eorreet1y emp10y those reeognized methods and 
teehniques that are neeessary to produee a eredible appraisal; 

Comment: S.R. 6-1(a) is identical in scope and purpose to S.R. l-l(a). Changes in regional 
economies, development patterns, and property tax legislation have a substantial impact on 
property assessment. 

(b) not eommit a substantial error of omission or eommission that 
signifieant1y affeets an appraisal; 

Comment: S.R. 6-1(b) is identical in scope and purpose to S.R. l-l(b) when making an 
individual property appraisal. S.R. 6-1(d) applies in mass appraisal. 

(e) not render an appraisal in a eareless or negligent manner; 

Comment: S.R. 6-1(c) is identical in scope and purpose to S.R. l-l(c). 

(d) employ those reeognized mass appraisal proeedures and teehniques that are 
neeessary to minimize errors in the data and analyses; 

Comment: 
apprai sal 
data that 
real and 

This rule requires appraisers for ad valorem tax purposes engaged in mass 
to take reasonable steps to ensure that the quantity and quality of the factual 
are collected are sufficient to produce credible appraisals. The requirements for 

personal property differ. 

For real property, systems for routinely collecting and maintaining ownership, geographic, 
sales, income and expense, cost, and property characteristics data should be established. 
Geographic data should be contained in a complete set of cadastral maps compiled according 
to current standards of detail and accuracy. Sales data should be collected, confirmed, 
screened, adjusted, and filed according to current standards of practice. The sales file 
should be separate from the property record file and should contain, for each sale, property 
characteristics data that are contemporaneous with the date of sale. Property 
characteristics data should be appropriate to the mass appraisal models being used, the 
requirements of classification and property tax policy, the requirements of other government 
and private users, and the marginal benefits and eos ts of collecting and maintaining each 
particular property characteristic. The property characteristics data file should contain 
data contemporaneous with the date of appraisal as well as current data. It may contain 
historieal data on sales. The property characteristics data collection system should 
provide for periodic reinspection of all properties and 
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special inspections of properties for which building permits have been issued. Data 
collectors should be trained, and they should use data. The data collection program should 
incorporate checks and audits to ensure that data are recorded correctly and consistertly. 

For personal property, systems for routinely collecting and maintaining situs and ownership 
data, market data (e.g., cost, price, sales and income and expense), and property 
characteristics data should be established. Personal property data collection systems 
usually rely heavily on reports of table property holdings filed by owners and agents, but 
appraisers should have systems for verifying and auditing those reports and for discovering 
unreported taxable property. 

(e) emp10y those recognized techniques for formu1ating and ca1ibrating mass 
appraisa1 mode1s; and 

Comment: Appraisers for ad valorem tax purposes engaged in mass appraisal must develop mass 
appraisal models that with reasonable accuracy represent the mathematical relationship 
between property value and supply and demand factors, as represented by quantitative and 
qualitative property characteristics. Models should be calibrated using generally 
recognized mass appraisal techniques, including multiple regression analysis and the 
adaptive estimation procedure, for applying the sales comparison, income, and cost 
approaches to value. Whenever feasible or appropriate, more than one method should be used 
in appraising a group of properties. 

Since personal property items generally are more homogeneous than real property parcels, 
personal property valuation models generally are simpler than real property valuation models. 

(f) emp10y those recognized massappraisa1 testing procedures and techniques 
that are necessary to ensure that standards of accuracy are maintained. 

Comment: It is implicit in mass appraisal that, even when well-formulated and 
well-calibrated mass appraisal models are used, some individual value estimates will not 
meet standards of reasonableness, consistency, and accuracy. However, appraisers for ad 
valorem tax purposes engaged in mass appraisal have a professional responsibility to ensure 
that, on an overall basis, models produce value estimates that meet attainable standards of 
accuracy. This responsibility requires appraisers to evaluate the performance of models, 
using, as appropriate, goodness of fit statistics, hold-out samples, analysis of residuals, 
and assessment-ratio data. They also should review individual value estimates before the 
decision to use those estimates as the basis for assessment is made. 

Standards Ru1e 6-2 

In deve10ping a mass appraisal for ad valorem tax purposes, an appraiser must: 

(a) adequat~ly identify the real estate, identify the real property interest 
under consideration, define the purpose and intended use of the appraisa1, 
consider the scope of the appraisa1, describe any specia1 1imiting 
conditions, and identify the effective date of the appraisal; 

Comment: 
property. 

Analogous considerations to those set forth in S.R. 6-2(a) apply to personal 
S.R. 6-3 and S.R. 6-4(a), 6-4(f), and 6-4(h) do not apply to personal property. 
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In mass appraisal, fee simple interests in property are assumed and appraisers need only 
identify the real property interest under eonsideration explieitly when that assumption is 
not met. 

Similarly, the purpose, intended use, and seope of appraisals are assumed to be for ad 
valaren! taxation, whieh facts do not need to be explieitly defined unless there is an intent 
to use an appraisal for ad valorem tax purposes for another funetion. With respeet to 
speeial limiting eonditions, appraisers for ad valorem tax purposes generally operate under 
pronouneed east eonstraints. Politieally aeeeptable expenditure levels for assessment 
administration are a funetion of a number of faetors, ineluding the value of the property 
being taxed and the relative reliance of the client governmental bodies on the property 
tax. As aresult, expenditure levels may be eonsiderably lower than the suggested levels in 
manyareas. Saerifiees in data eompleteness and aeeuraey, valuation methods, and valuation 
aecuracy are an inevitable consequence of such fiscal constraints. Appraisers should not be 
held aeeountable for eonstraints that are beyond their eontrol. 

(b) define the va1ue being considered; 

if the va1ue to be estimated is market va1ue, the appraiser must e1early 
indieate whether the estimate is the most probab1e price: 

(i) 
(ii) 
(iii) 

in terms of eash; or 
in terms of finaneia1 arrangements equiva1ent to eash; or 
in such other terms as may be preeise1y defined; 

Comment: The definition of value for ad valorem tax purposes usually is stated in 
legislation, regulations, or eourt decisions and may vary with property use. Appraisers for 
ad valorem tax purposes must determine whether a stated legal definition differs materially 
from the general requirements of this rule and govern themselves accordingly. However, in 
mass appraisal it is not necessary for appraisers to define the value being considered 
explieitly in writing. 

(e) when app1ieable and when the information is avai1ab1e to the appraiser in 
the normal eourse of business, eonsider easements, restrietions, 
eneumbranees, leases, reservations, eovenants, contracts, deelarations, 
speeia1 assessments, ordinanees, or other items of a simi1ar nature; 

(d) eonsider whether an appraised fraetiona1 interest, physiea1 segment, or 
partia1 holding eontributes pro rata to the value of the whole, if 
applieable; 

(e) identify and eonsider any personal property, fixtures or intangib1e items 
that are not real property but are ine1uded in the appraisa1. 

Standard Rule 6-3 

In deve10ping a mass appraisa1 for ad valorem tax purposes, an appraiser must: 

(a) eonsider the effeet on use and va1ue of the following faetors: existing 
1and use regulations, reasonably probab1e modifieations of such 1and use 
regu1ations, eeonomie demand, the physieal adaptabi1ity of the property, 
neighborhood trends, and the highest and best use of the property, 
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Comment: S.R. 6-3(a) is identical in scope and purpose to S.R. 1-3(a). 

(b) recognize that land is appraised as though vacant and available for 
development to its highest and best use and that the appraisal of 
improvements is based on their actual contribution to the site. 

Standards Rule 6-4 

In developing a mass appraisal for ad valorem tax purposes, an appraiser must: 

(a) value the site by an appropriate method or technique; 

(b) colleet, verify, analyze, and reeoneile: 

(i) 

(ii) 

(iii) 

(iv) 

(v) 

(vi) 

such eomparable cost data as are available to estimate the eost 
new of the improvement (if any); 
such eomparable data as are available to estimate the differenee 
between eost newand the present worth of the improvements 
(aeerued depreeiation); 
such eomparable sales data, adequately identified and deseribed, 
as are available to indieate a value conclusian; 
such eomparable rental data as are available to estimate the 
market rental of the property being appraised; 
such eomparable operating expense data as are available to 
estimate the operating expenses of the property being appraised; 
such eomparable data as are available to estimate rates of 
eapitalization and/or rates of discount. 

No pertinent information shall be withheld. 

(e) base projeetions of future rent and expenses on reasonably elear and 
appropriate evidenee; 

(d) when estimating the value of a leased fee estate or a leasehold estate, 
eonsider and analyze the effeet on value, if any, of the terms and 
eonditions of the lease; 

(e) eonsider and analyze the effeet on value, if any, of the assemblage of the 
variaus estates or component parts of a property and refrain from 
estimating the value of the whole solely by adding together the individual 
values of the variaus estates or component parts; 

Comment: This rule should not be construed to invalidate properly formulated mass appraisal 
models calibrated by use of the cost approach. 

(f) eonsider and analyze the effeet on value, if any, of antieipated public or 
private improvements, located on or off the site, to the extent that 
market actions refleet such antieipated improvements as of the effective 
appraisal date; 

(g) identify and eonsider the appropriate proeedures and market information to 
perform the appraisal, including all physieal, funetional, and external 
market faetors as they may affeet the appraisal; 

(h) appraise proposed improvements only after examining and having available 
for future examination: 
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(i) plans, speeifieations, or other doeumentation suffieient to 
identify the seope and eharaeter of the proposed improvements; 

(ii) evidenee indieating the probable time of eomp1etion of the 
proposed improvements; and 

(iii) reasonably elear and appropriate evidenee supporting deve10pment 
costs, antieipated earnings, oeeupaney projeetions, and the 
antieipated eompetition at the time of completion. 

Comment: Ordinarily proposed improvements are not formally appraised for ad valorem tax 
purposes. Appraisers, however, are sometimes asked to provide informal estimates of 
assessed values of proposed improvements so that developers can estimate future property tax 
burdens. Sometimes condominiums and units in planned unit developments are sold with an 
interest in unbuilt community property, the pro rata value of which, if any, should be 
considered in the analysis of sales data. 

Standards Rule 6-5 

In deve10ping a mass appraisal for ad valorem tax purposes, an appraiser must: 

(a) eonsider and ana1yze any eurrent agreement of sale, option, or listing of 
the property being appraised, if such information is available to the 
appraiser in the normal eourse of business; 

(b) eonsider and ana1yze any prior sa1es of the property being appraised; 

(e) eonsider and reeonci1e the qua1ity and quantity of data avai1able and 
ana1yzed within the approaehes used, and the adaptabi1ity or suitabi1ity 
of the approaehes used. 

Standards Ru1e 6-6 

Mass appraisa1s for ad valorem tax purposes must be supported by documentation 
that is reasonably aeeessib1e to the public and eommunieated in ways that are 
not mis1eading. Documentation may be in the form of (1) reeords and files in 
e1ectromagnetie, micrographie, paper, or other storage media, (2) reports, (3) 
manua1s, (4) regu1ations, (5) statutes, or other acceptab1e forms. The 
doeumentation should substantia1ly conform to the faetual requirements of 
Standards Ru1e 2-2. Appraisals for ad valorem tax purposes should be 
eertified in a manner eonsistent with lawand with genera1ly accepted 
assessment practices. 

Comment: For reasons of efficiency, the documentation supporting mass appraisals for ad 
valorem tax purposes virtually never would be found in a single report. Such matters as the 
purpose of an appraisal, the date of appraisal, the definition of value, the treatment of 
divided interests, and the like generally are matters of lawand are found in constitutions, 
statutes, ordinances, regulations, or opinions. The rationale for choosing a particular 
valuation model and calibration method rarely would be stated in writing, except when 
specified in regulations or contested in court. The mathematical form of the model should, 
however, be accessible to qualified interested parties. Property owners and their agents 
should have access to the property characteristics data on their properties upon request. 
Value conclusions on all properties should be made accessible to all interested parties. 
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STANDARD 7 

In developing a personal property appraisal, an appraiser must be aware of, 
understand, and eorreetly employ those reeognized methods and teehniques that 
are neeessary to produee a eredible appraisal. 

Comment: Standard 7 is directed toward the same substantive aspects set forth in Standard 
1, but addresses personal property appraisa1. 

Standards Rule 7-1 

In developing a personal property appraisal, an appraiser must: 

(a) be aware of, understand, and eorreetly employ those reeognized methods and 
teehniques that are neeessary to produee a eredible appraisal; 

(b) not eommit a substantial error of omission or eommission that 
signifieantly affeets an appraisal; 

(e) not render appraisal serviees in a eareless or negligent manner, such as a 
series of errors that, considered individually, may not signifieantly 
affeet the results of an appraisal, but whieh, when considered in the 
aggregate, would be misleadingo 

Comment: S.R. 7-1 is identica1 in scope and purpose to S.R. 1-1. 

Standards Rule 7-2 

In developing a personal property appraisal, an appraiser must observe the 
following speeifie appraisaI guidelines: 

(a) adequately identify the objeet(s) to be valued, ineluding the method of 
identifieation; 

(b) define the purpose and intended use of the appraisal, ineluding any 
speeial limiting eonditions; 

(e) identify the effeetive date of the appraisal, elearly distinguishing the 
appraisal date from the report date when appropriate; 

(d) define the value to be considered eonsistent with the purpose of the 
appraisal; 

(e) value the objeet(s) by an appropriate appraisal method or technique; 

(f) colleet, verify, analyze and reeoneile such data as are available, 
adequately identified and deseribed, to indieate a value eonelusion; 

No pertinent information shall be withheld. 

Comment: These guidelines apply the concepts outlined in S.R. 2-2 to personal property 
appraisal practice. 
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Standards Rule 7-3 

In deve10ping an appraisa1 of eertain type s of fine art, when app1ieable, 
eonsider and ana1yze the effeet on va1ue of: 

(a) any re1evant damage or imperfeetions; 

(b) the importanee of the objeet(s) as eompared to other items of the same 
type and e1assifieation, or as re1ating to an artist's to tal work or as 
enhaneing other parts of a speeifie eo1leetion; 

(e) any historieal faetors (provenanee) whieh wou1d affeet va1ue; 

(d) the market aeeeptability of the st yle and sea1e of the objeet(s); 

(e) the utility, if any, in today's soeiety as it relates to the originally 
intended use of the objeet(s); 

(f) any prior sales of the objeet(s) being appraised. 

komment: This guideline sets forth recognized appraisal methods and techniques for certain 
types of fine art that are consistent with U.S. Internal Revenue Service requirements. 

STANDARD 8 

In reporting the resu1ts of a personal property appraisal, an appraiser must 
eommunieate eaeh analysis, opinion, and eonelusion in a manner that is not 
misleadingo 

Comment: Standard 8 is identical in scope and purpose to the appraisal reporting 
requirements in Standard 2. 

Standards Ru1e 8-1 

Eaeh written or oral personal property appraisal report must: 

(a) e1early and aeeurately set forth the appraisal in a manner that will not 
be misleading; 

(b) contain suffieient information to enable the persones) who reeeive or rely 
on the report to understand it properly; 

(e) elearly and aeeurately diselose any extraordinary assumption or limiting 
eondition that direetly affeets the appraisal and indieate its impaet on 
value. 

Standards Rule 8-2 

Eaeh written personal property appraisal report must eomply with the following 
speeifie reporting guidelines: 

(a) identify and deseribe the personal property being appraised; 

(b) state the purpose and seope of the appraisal; 
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(e) define the value to be estimated; 

(d) set forth the effeetive date of the appraisal and the da~e of the report; 

(e) set forth all assumptions and limiting eonditions that affeet the 
ana1yses, opinions, conelusions and valuations; 

(f) where appropriate, set forth the information considered, the appraisal 
proeedures followed, and the reasoning that supports the analyses, 
opinions, conelusions and valuations; 

(g) when analysis of eomparable sales is one of the methods used in the 
appraisal of personal property for sale purposes, carefully document the 
sales and analysis; 

(h) set forth any additional information that may be appropriate to show 
eompIianee with, or elearly identify and explain permitted departures 
from, the requirements of Standard 7; 

(i) inelude a signed eertification in aeeordanee with Standards Rule 8-3. 

Standards Rule 8-3 

Eaeh written personal property appraisal report must eontain a eertifieation 
that is similar in eontent to the following form: 

I certify that, to the best of my knowledge and belief: 

the statements of faet eontained in this report are true and correet. 
the reported analyses, opinions, and conelusions are limited only by 
the reported assumptions and limiting eonditions, and are my 
personal, unbiased professional analyses, opinions, and conelusions. 
I have no (or the specified) present or prospeetive interest in the 
property that is the subjeet of this report, and I have no (or the 
speeified) personal interest or bias with respeet to the parties 
involved. 
my compensation is not contingent on an action or event resulting 
from the analyses, opinions, or conelusions in, or the use of, this 
report. 
my analyses, opinions, and conelusions were developed, and this 
report has been prepared, in conformity with the Uniform Standards of 
Professional Appraisal Practice. 
I have (or have not) made a personal inspeetion of the personal 
property that is the subjeet of this report. (If more than one 
person signs the report, this eertification must elearly specify 
which individuals did and which individuals did not make a personal 
inspection of the appraised property.) 
no one provided signifieant professional assistanee to the person 
signing this report. (If there are exceptions, the name of eaeh 
individual providing significant professional assistance must be 
stated.) 
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Standards Ru1e 8-4 

To the ext~nt that it is both possib1e and appropriate, eaeh ora1 personal 
property appraisa1 report (ineluding expert testimony) must address the 
substantive matters set forth in Standards Rule 8-2. 

ADDITIONAL DEFINITIONS APPLICABLE TO STANDARDS 9 AND 10 

BUSINESS ASSETS: Tangible and intangib1e resourees other than personal 
property and real estate that are emp10yed by a business enterprise in its 
operations. 

BUSINESS ENTERPRISE: A eommereial, industria1 or service organization 
pursuing an eeonomie aetivity. 

BUSINESS EQUITY: The interests, benefits, and rights inherent in the 
ownership of a business enterprise or a part thereof. 

Comment: To the extent that several of the definitions cited on Pages 1-7 and 1-8 of these 
Standards apply to business appraisal and include a direct reference to real estate, they 
are modified for the purpose of Standard s 9 and 10. 

STANDARD 9 

In deve10ping a business appraisa1, an appraiser must be aware of, understand, 
and eorreet1y emp10y those reeognized methods and teehniques that are 
neeessary to produee a eredib1e appraisa1. 

Comment: Standard 9 is directed toward the same substantive aspects set forth in Standard 
1, but addresses business appraisal. 

Standards Ru1e 9-1 

In deve10ping a business appraisal, an appraiser must: 

(a) be aware of, understand, and eorreet1y emp10y those reeognized methods and 
teehniques that are neeessary to produee a eredib1e appraisal; 

Comment: S.R. 9-l(a) is identical in scope and purpose to S.R. l-l(a). Changes and 
developments in the economy and in investment theory have a substantial impact on the 
business appraisal profession. Important changes in the financial arena, securities 
regulation, tax lawand major new court decisions may result in corresponding changes in 
business appraisal theory and practice. 

(b) not eommit a substantia1 error of omission or eommission that 
signifieantly affeets an appraisa1; 

Comment: S.R. 9-l(b) is identical in scope and purpose to S.R. l-l(b). 

(e) not render appraisa1 serviees in a eare1ess or neg1igent manner, such as a 
series of errors that, considered individually, may not signifieantly 
affeet the resu1ts of an appraisal, but whieh, when considered in the 
aggregate, wou1d be misleading. 
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Comment: S.R. 9-l(c) is identical in scope and purpose to S.R. l-l(c). 

Standards Ru1e 9-2 

In deve10ping a business appraisa1, an appraiser must observe the following 
specific appraisal guidelines: 

(a) adequate1y identify the business enterprise, assets, or equity under 
consideration, define the purpose and the intended use of the appraisa1, 
consider the scope of the appraisal, describe any special limiting 
conditions, and identify the effective date of the appraisa1; 

(b) define the va1ue being considered. 

Comment: S.R. 9-2(b) is identical in scope and purpose to S.R. l-2(b). 

(i) if the appraisa1 concerns a business enterprise or equity 
interests, consider any buy-se11 agreements, investment 1etter 
stock restrictions, restrictive corporate charter or partnership 
agreement c1auses, and any simi1ar features or factors that may 
have an influence on va1ue. 

(ii) if the appraisa1 concerns assets, the appraiser must consider 
whether the assets are: 

(1) appraised independent1y; or 
(2) appraised as parts of a going concern. 

Comment: The value of assets held by a business enterprise may change significantly 
depending on whether the basis of valuation is acquisition or replacement, continued use in 
place, or liquidation. 

(iii) if the appraisa1 concerns equity interests in a business 
enterprise, consider whether the interests are appraised on a 
majority or minority basis. 

Comment: S.R. 9-2(b)(iii) is identical in scope and purpose to S.R. 1-2(d). 

Standards Ru1e 9-3 

In deve10ping a business appraisa1 re1ating to a majority interest in a 
business enterprise, an appraiser must investigate the possibility that the 
business enterprise may have a higher value in liquidation than for continued 
operation as a going concern. If liquidation is the indicated basis of 
va1uation, any real estate or personal property to be 1iquidated must be 
valued under the appropriate standard. 

Comment: This rule requires the appraiser to recognize that continued operation of a 
marginally profitable business is not always the best approach as liquidation may result in 
a higher value. It should be noted, however, that this should be considered only when the 
business equity being appraised is in a position to cause liquidation. If liquidation is 
the appropriate basis of value, then assets such as real estate and personal property must 
be appraised under Standard 1 and Standard 7, respectively. 
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Standards Rule 9-4 

In developing a business appraisal, an appraiser must 0bserve the following 
specific appraisal guidelines when applicable: 

(a) value the business enterprise, assets or equity by an appropriate method 
or technique. 

(b) colleet and analyze relevant data regarding: 

(i) 
(ii) 

(iii) 

(iv) 

(v) 

(vi) 

(vii) 

the nature and history of the business; 
financial and economic conditions affecting the business 
enterprise, its industry, and the general economy; 
past results, current operations, and future prospects of the 
business enterprise; 
Past sales of capital stock or partnership interests in the 
business enterprise being appraised; 
sales of similar businesses or capital stock of publicly held 
similar businesses; 
prices, terrns, and conditions affecting past sales of similar 
business assets; 
physical condition, remaining life expectancy, and functional 
and economic utility or obsolescence. 

No pertinent information shall be withheld. 

Comment: This guideline directs the appraiser to study the prospective and retrospective 
aspects of the business enterprise and to study it in terms of the economic and industrial 
environment within which it operates. Further, sales of securities of the business itself or 
simi1ar businesses for which sufficient information is avai1ab1e shou1d a1so be considered. 

This guideline also requires the appraiser to investigate and take into account not only 
that loss of value that results from deterioration due to age but a1so loss of va1ue due to 
funetional and economic obso1escence. Economie obso1escenee is a major consideration when 
assets are eonsidered as part s of a goin9 coneern. It is also the eriterion in deciding 
that liquidation is the appropriate basis for valuation. 

Standards Rule 9-5 

In developing a business appraisal, an appraiser must: 

(a) seleet one or more approaches that apply to the specific appraisal 
assignments; 

(b) consider and reconcile the quality and quantity of data available for 
analysis within the approaches that are applicable. 

Comment: This ru1e requires the appraiser to use all approaches for which suffieient 
reliable data are avai1ab1e. However, it does not mean that the appraiser must use all 
approaches in order to comp1y with the ru1e if certain approaehes are not applicable. 
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STANDARD 10 

In reporting the resu1ts of a business appraisa1 an appraiser must eommunieate 
eaeh analysis, opinion, and eone1usion in a manner that is not mis1eading. 

Commen~: Standard 10 is identical in scope and purpose to the appraisal reporting 
requirements in Standard 2. 

Standards Ru1e 10-1 

Eaeh written or ora1 business appraisa1 report must: 

(a) e1ear1y and aeeurate1y set forth the appraisa1 in a manner that wi11 not 
be mis1eading. 

Comment: S.R. 10-1(a) is identical in scope and purpose to S.R. 2-l(a). 

(b) eontain suffieient information to enab1e the person(s) who reeeive or re1y 
on the report to understand it proper1y. 

Comment: S.R. 10-1(b) is identical in scope and purpose to S.R. 2-l(b). 

(e) e1ear1y and aeeurate1y dise10se any extraordinary assumption or 1imiting 
eondition that direet1y affeets the appraisa1 and indieate its impaet on 
va1ue. 

Comment: This rule requires a clear and accurate disclosure of any extraordinary 
assumptions or conditions that directly affect an analysis, opinion, or conclusion. 
Examples of such extraordinary assumptions or conditions might include items such as the 
execution of a pending lease agreement, atypical financing, infusion of additional working 
capital or making other capital additions, or compliance with regulatory authority rules. 

Standards Ru1e 10-2 

Eaeh written business appraisa1 report must comp1y with the following specifie 
reporting guide1ines: 

(a) identify and describe the business enterprise, assets or equity being 
appraised. 

(b) state the purpose of the appraisa1. 

(e) define the va1ue to be estimated. 

(d) set forth the effective date of the appraisa1 and the date of the report. 

Comment: Every business appraisal report must include information sufficient to identify 
what is being appraised, for what purpose, what type of value is being sought and the date 
as of which that value applies. If the appraisal concerns equity, it is not enough to 
identify the entity in which the equity is being appraised but also the nature of the 
equity, 
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for example: how many shares of common or preferred stock. The purpose may be to express an 
opinion of value but the intended use of the appraisal must also be stated. 

Not only the type of value being sought -- fair market value, value in use, etc. -- must be 
stated but it must also be defined clearly. The report date is when the report is 
submitted; the appraisal date or date of value is the effective date of the value 
conclusion. This date cannot be later than the report date. 

(e) deseribe the seope of the appraisal. 

(f) set forth all assurnptions and limiting eonditions that affeet the 
analyses, opinions, and eonelusions. 

(g) set forth the information considered, the appraisa1 proeedures fo110wed, 
and the reasoning that supports the ana1yses, opinions and eone1usions. 

(h) set forth any additiona1 information that may be appropriate to show 
eomp1ianee with, or e1ear1y identify and explain permitted departures 
from, the requirements of Standard 9. 

Comment: S.R. 10-2(e), (f), (g), and (h) are identical in scope and purpose to S.R. 2-2(f), 
(g), (h), and (i). 

(i) inelude a eertifieation in aeeordanee with S.R 10-3. 

(j) ine1ude a 1etter of transmittal signed by the person assurning teehniea1 
responsibi1ity for the appraisa1. 

komment: An appraisal report cannot be anonymous. The appraiser or the person assuming 
technical responsibility for the appraisal must sign the report. The person assuming 
technical responsibility for the appraisal must be the person under whose direet supervision 
the appraisal investigation was conducted and who had final responsibility for the 
conclusions and opinions of value in the appraisal report. Reports issued by a firm may be 
signed by the person authorized to sign on behalf of the firm, only if the person assuming 
technical responsibility for the appraisal also signs. 

Standards Ru1e 10-3 

Eaeh written business appraisa1 report must eontain a eertifieation that is 
simi1ar in eontent to the following: 

I eertify that, to the best of my know1edge and belief: 

the statements of faet eontained in this report are true and correet. 
the reported ana1yses, opinions, and eone1usions are 1imited only by 
the reported assurnptions and 1imiting eonditions, and are my 
personal, unbiased professional analyses, opinions, and eonelusions. 
Ihave no (or the speeified) present or prospeetive interest in the 
property that is the subjeet of this report, and I have no (or the 
speeified) personal interest or bias with respeet to the parties 
involved. 
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my compensation is not contingent on an action or event resu1ting 
from the analyses, opinions, or conelusions in, or the use of, this 
report. 
my analyses, opinions, and conelusions were developed, and this 
report has been prepared, in conformity with the Uniform Standards of 
Professiona1 Appraisal Practice. 
no one provided significant professional assistance to the person 
signing this report. (If there are exceptions, the name of each 
individual providing significant professiona1 assistance must be 
stated.) 

Standards Rule 10-4 

To the extent that it is both possible and appropriate, each oral business 
appraisal report (including expert testimony) must address the substantive 
matters set forth in S.R. 10-2. 

Comment: S.R. 10-4 is identica1 in scope and purpose to S.R. 2-4. 

Standards Rule 10-5 

An appraiser who signs a business appraisa1 report prepared by another, even 
under the label "review appraiser," must accept fu11 responsibi1ity for the 
contents of this report. 

Comment: S.R. 10-5 is identical in scope and purpose to S.R. 2-5. 

ORIGIN AND HISTORY OF THE 
UNIFORM STANDARDS OF PROFESSIONAL APPRAISAL PRACTICE 

These standards are based on the origina1 Uniform Standards of Professiona1 
Appraisal Practice developed in 1986-87 by the Ad Hoc Committee on-Uniform 
Standards and copyrighted in 1987 by The Appraisa1 Foundation. Prior to the 
establishment of the Appraisal Standards Board of The Appraisa1 Foundation in 
1989, the Uniform Standards had been adopted by the Regu1ar Member 
Organizations of The Appraisa1 Foundation and were recognized throughout the 
United States as the general1y accepted standards of appraisa1 practice. 

At its organizationa1 meeting on January 30, 1989, the Appraisa1 Standards 
Board of The Appraisal Foundation unanimous1y approved and adopted the 
original Uniform Standards as the initia1 appraisa1 standards promulgated by 
the Appraisa1 Standards Board. These standards may be a1tered, amended, 
interpreted, supp1emented, or repealed by the Appraisal Standards Board after 
exposure to the appraisa1 profession, users of appraisal services and the 
public in accordance with estab1ished ru1es of procedure. 

Effective Date of Origina1 Uniform Standards: 

Amendments by the Appraisa1 Standards Board: 

Ethics Provision 
Preamb1e through Standard 2 
Standards 3, 4 and 5 
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The ru1es adopted in this order sha11 take effect on the first day of the 
month following pub1ication in the Wisconsin administrative register as 
provided in s. 227.22 (2) (intro.), Stats. 

Da ted __ l---+-L""""Q;,+~ ......... Lqt-'-(---- Agency 
Marlene Cummings, etary 

Department of Regu1ation 
and Licensing 

FISCAL ESTIMATE 

This ru1e interprets and imp1ements statutes and has no significant 
independent fi~ca1 effect. Th~ fisca1 estimate be10w is based on the fisca1 
effect of the statute. 

1. The anticipated effect on the fisca1 1iabi1ity and revenues of any 
10ca1 unit of government of the proposed ru1e is: $0.00. 

2. The projected anticipated state fisca1 effect during the current 
biennium of the proposed ru1e is: $0.00. 

3. The projected net annua1ized fisca1 impact on state funds of the 
proposed ru1e is: $0.00. 

FINAL REGULATORY FLEXIBILITY ANALYSIS 

Prepared by the Department of Regu1ation and Licensing 

Methods specified under s. 227.114 (2), Stats., for reducing the impact of 
these ru1es on small businesses were considered by the agency in preparing its 
fina1 draft. The ru1es were a1so reviewed by the department's Small Business 
Review Advisory Committee. This report is based on the department's own 
review and the analysis of the Small Business Review Advisory Committee. 

Part 1. The agency's reason for inc1uding or fai1ing to inc1ude in the 
proposed ru1e any of the methods specified under s. 227.114 (2) for reducing 
its impact on small businesses. 

The requirements which resu1t in an impact on small business are based on 
federa11y mandated requirements rather than state administrative ru1e. 
Therefore the methods specified under s. 227.114 (2), Stats., are not 
availab1e. 

Part 2. A summary of issues raised by small businesses during the hearings on 
the proposed ru1e. any changes in the proposed ru1e as aresult of 
a1ternatives suggested by small businesses and the reasons for rejecting any 
a1ternatives suggested by small businesses. 
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In response to comments at the public hearing on the ru1e the experience 
roster was changed from areport requiring the app1icant to record each 
individua1 appra{sa1 the app1icant had performed to grouping the number of 
appraisa1s according to category which shou1d significant1y reduce the 
number of hours required by the app1icant to report experience. 

Wisconsin statutes requires 200 hours of education for certification as a 
general appraiser. The department has noted in the app1ication 
instructions the recognition of the federa1 minimum requirement of 165 
hours of education for the general appraiser which must be reported prior 
to certification and has indicated that the difference of 35 hours 
required by Wisconsin Statute must be reported on or before Ju1y 1, 1993. 
The department has issued press re1eases regarding the federa1 
requirements to provide advance notice to the appraisers. 

The staff of the Bureau of Business and Design Professions worked c1ose1y 
with the Vocationa1 Technica1 and Adu1t Education system in putting 
together educationa1 courses which wi11 meet the requirements of the ru1es. 

Part 3. The nature of any report s and the esti~ated cost of their preparation 
by small businesses that must comp1y with the ru1e. 

No regu1ar reporting requirements are estab1ished by administrative ru1e. 

Part 4. The nature and estimated cost of other measures and investments that 
wi11 be required of small businesses in comp1ying with the ru1e. 

A copy of the analysis summary of the Small Business Review Advisory 
Committee is attached. Educationa1 requirements wi11 be very expensive 
for small businesses and individua1s. The process may cause an initia1 
shortage of appraisers. There wi11 be an increased cost due to business 
expense and time commitments for those who desire a certificate. 

Additiona1 eos ts for each 1icensee include the costs of obtaining 
education, the licensing fee, the costs of meeting the continuing 
education requirement and the biennial renewa1 fee. 

The committee commented that it seems unusual for a profession to be 
regu1ated without a110wing for grandparenting. The eommittee advised the 
department to lobby the federal government to allow for grandparenting. 
The lack of a federa1 a110wance for grandparenting certain current 
appraisers will ereate cost, time, and availability prob1ems which will 
affeet both institutional and individual consumers. Note: The bureau has 
been advised that Tit1e XI, the federa1 law, estab1ished the 2,000 hour 
experience requirement and that the Banking Committee wi11 not reopen 
Title XI. 

Part 5. The additional eost. if any, to the ageney of administering or 
enforcing a ru1e whieh inc1udes any of the methods specified under s. 227.114 
iU.. 

The requirements whieh result in an impaet on small business are based on 
federal1y mandated requirements rather than state administrative rule. 
Therefore the methods specified under s. 227.114 (2), Stats., are not 
availab1e. 
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Part 6. The impact on public health. safety and we1fare. if any. caused by 
inc1uding in the ru1e any of the methods specified under s. 227.114 (2). 

The requirements which resu1t in an impact on potentia1 costs to the 
consumer as aresult of increased cost to small business are based on 
federa11y mandated requirements rather than state administrative ru1e. 
Therefore the methods specified under s. 227.114 (2), Stats., are not 
ava il ab le • 
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