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UNIFORM STAN. RDS OF PROFESSIONAL APPRAL. .. PRACTICE

as promulgated by the
Appraisal Standards Board of
The Appraisal Foundation

PREAMBLE

1t is essenttal that a prefessional appraiser arrive at and communicate his or her analyses, opinioans,
and advice in a manner that will be meaningful to the clent and will not be misleading in the
marketplace. These Uniform Standards of Professional Appraisal Practice reflect the current stan:
dards 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 Provisioa setting
forth the requirements for integrity, objectivity, independent judgment, and ethical conduct, In
addition, these Standards include a Competency Provision which places an immediate responsibilify
on the appraiser prior to acceptance of an assigntment. The Standards contain binding requirements,
as well as specific guidelines to whick a Departure Provision may apply under certain limited
conditions, Definitions applicable to these Standards are alac included.

These Standards deal with the procedures to be followed in performing an appraisal, review or
consulting service and the manner in which an appraisal, review or consulting service is communi-
cated. 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 consuliing
functiona by an appraizer. Standard 6 sats forth criterds for the development and reporting of mass
appraisals for ad valorem tax purposes or any other universe of properties. Standards 7 and 8 establish
guidelines for developing and communicating personal property appraisals, Standards 8 and 10
establish guidelines for developing and communicating business appraisals,

These Standards inciude Statements on Appraisal Standsrds issued by the Appraisal Standards Board
for the purpose of clarification, Interpretation, explanation, or elaboration of a Standard or Standards
Rule,

These Standards are for appralsers and the users of appraisal services. To maintain the highest level
of professional practice, appraisers must obaerve thess Standards. The users of appraisel sexvices
should demand work performed in conformance with these Standards.

Comment: Explanatory commants are an intégral part of the Uniform Standards and shouid be
viewed a3 ertensions of the provisions, definitions, and standards rules. Comments provide
interpretation from tha Appraisal Standards Beard eon¢erning the background or application of
certain provisions, definitions, or standards rules, There are no comments for provisicns, defini-
tions, and Standards Kules that are aviomatiec or have not yet requized further explanation;
however, additional comments will be developed and others supplemented or zevised as the need
arises.
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ETHICS r*ROVISION

Because of the fiduciary respoansibilities inherent in professional appraisal practice. the appraiser
must observe the highest standards of professional ethics, This Ethics Provision is divided into four
sections: Conduet, Management, Confidentiality, and Record Eeeping.

Comment: This provision emphasizes the personal cbligations and responsibilities of the individual
appraiser. However, it should #lsa be emphasized that groups and ¢rganizations engaged in
appraisal practice share the same ethicaj obligations. .

Conduct

An appraiser must perform ethfcally and competently in accordance with thess siandards and not
engage in conduct that is unlawful, unethical, or improper. An appraiser who could reasonably be
perceived to act as a disinterested third party in rendering an unbiased appraiszl, review, or consult-
ing service must perform assignments with impartiality, objectivity, and independence and without
sccommodation of personal interests.

Comment: An appraiser is requined ts aveid any action that could be considered misleading or
frandulent, In partituler, it is unethical for an appraiser ta use or ¢communicate a misleading or
frandulent report orwknomngiy permit an employee or other person to communicate a mislzading
or fraudulent report.t

The development of an appraisal, review, or consulting servi¢e based on a hypothetical condidon
is unethical unless: 1) the use of the hypothesis is ¢iearly disclesed; 2} the assumption of the
hypothetical condition is elearly required for legel purposes, for purposes of reasonable analyais,
or for purposes of comparisen and weuld not be misleading: and 3) tha report clearly describes the
rationale for this assumption, the nature of the hypothetical condition, and its effect on the result
of the appraisel, review, or consulting service,

An individual appraiser emplayed by a group or organization which conducts itself in a menner
that does not conform to these standards sheuld take cteps thal are appropriate under the

cdreumstances to ensure compHance with the standards.
Management
The £ of comr tion that is contingent upon the reporting of a predetermined value or

a direction {n value that favors the cause of the client, the amount of the valug estimate, the attainment
of a stipulnted result, or the occurrence of a subsequent event is unsthical.

The payment of undisclosed fees, commissi or things of value in connection with ths procurement
of appraisal, review, or conaulting agsignments is unsthical.

Comment: Disclosure of fees, commissions, or things of vaiue connected to the procurement of an
assignment should appear in the certificaticn of a written report and in any transmittal letter in
which conclusions are stated. In groups or organizations engaged in appraisal practics, intracempany
payments ta employees for business development are net considered to be unsthizal, Competency,
rather than financial incentives, should be the primary basis for awarding an assignment.

1 Sea Advizery Opinicn G-5 ¢a page 83,
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ETHICS PROVISION (continuec
Management (continued)

Advertising for or soliciting appraisal assignments in a manner swhich is false, misleading or exaggerated
is unethicai.

Comment: {n groups or crganizations engsged in eppraisal practice, decisions concerning finder
or referral fees, contingent compeasation, and advertising may not ba the responsibility of an
individual appraiser, but for 2 partieular assigament, it is the responsibility of the individual
appraiser to ascertain that there has been no breach of ethics, that the appraisal is prepared in
eccordance with these Standards, and thet the report ¢an be properly certified as required by
Standerds Rules 2-3, 3-2, 5-3, 6-8, 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 & 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 & disinterested manner are further
discussed in the General Comment te Standard 4. The preparer of the written report of such an
assignment must ceriify that the compensation is contingent and must explain the basis for the
contingency in the report (S8e¢ 8.R. 5-3) and in any transmittal fetter in which canclusions are
stated.

Confidentiality’
An appraiser must protect the confidential nature of the appraiser-client relationship.

Comment: An appraiser must not discloss confidentinl factual data obtained from a client or the
resuits of an assignment prepared for a client to anyone other than: 1) the client and persons
specifically authorized by the elisnt; 2) such third parties as may be autherized by dus process of
law; and 3) 2 duly authorized professional peer review committes, As a ¢orollary, it i3 unethical
for a member of a duly autherized professional peer review committes to diselose confidential
infermation or factual data presented to $he committes.

Record Keepinyg

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

Comment: Writi¢n records of assignments include true copies of writtsn reports, written summa-
ries of oral testimeny and reports (or a transcript of testimony), all data and statements required
by these Standards, and other information as may be reguired to suppord the findings and
conclusions of the apprajzer. The term written records also includes information stored on elec-
tronic, magnetic, or other media, Such records must ba made available by the appraiser whea
required by due process of law or by a duly authorized professional peer review commities,

1 See Staterment on Apprairal Standards Number 5 oo page 63,
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COMPETENCY PROVISION

Prior to accepting as assignment or entering into an agreemens 1o perform mny assignment. an
appraiser must properly identify the problem to be addressed and have the knowledge and experience
to complete the assignment competentiy; or alternatively:

1. djs;lose thelack of knowledge and/or experience to the client before accepting the mssignment;
an

2, take all steps necessary or appropriate to complefe the assignment competently; and

3. describe the Iack of knowledge and/or experience and the steps taken 1o complete the asaignment

competently in the report.

Comment: The background and experience of appraisers varies widely and a lack of knowledge or
experience can {ead to inaccurate of inappropriate appraisal practice. The Competency Provision
requires 20 appraiser to have both the knowledge and the experience required to perform a spedific
appraisat service competently. If an appraiser is offered the opportunity to perform an appraisal
service but lacks the necessary knowledge or experience to completa it competently, the appraiser
must disclose his or her lack of knowledge or experience to ths client before accepting the
assignment and then take the necessary or appropriate steps to complets the appraisal service
competently. This may be sccomplished in various ways including, but not limited to, personai
study by the appraiser; association with an 2ppraiser reasorably believed to have the v
knowledge or experience; or retention of others who possess the required knowiedge or experience.

Although this provision requires an appraiser to jdeatify the problem and diselose any deficiency
in ¢competence prior to accepting an assignment, facts o conditions uncovered during the course
of An assignment could cause #n appraiser to discover that he or ahe lecks ths required knowledge
oF gxperience to plete the assj t tently, At the point of such clucovely, the appraizer

is obligated to notify the client and comply mth items 2 and 3 of the provision.

The ¢oncept of competency also extends to appraisers who ars requested or required to travel to
geegraphic areas wherein they have no recent appraisal experience, An appraiser preparing an
appraieal in an unfamitiar jetation 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 will not be imparted solely from & consideration of specific
data such as demographics, cots, sales and rentals. The necessary understanding of local market
conditiens pruvides 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 ¢biain this undetamndmg affilation with & quahﬁed loca.l appraiser may ba the approprizta
response to ensure the development of a pp
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DEPARTURE PROVISION

This provision permits limited exceptions to sections of the Uniform Standards that are ciassified 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 disclesure is aiso on the appraiser to report any iimitations.

An appraiser may enter into an agreement to perform an assignment that ealls for something less
than, or diffarent from, the work that would otherwise ba required by the specific guidelines, provided

that prior to entering into such an agreement;

1.

Exceptions to the following requirements are not permitted: Standards Rules 1-1, 1.5, 2-1, 2-2, 2-3, 2-5,
3.1,3-2, 4-1, §-1, §-3, 6-1, -3, 6.5, 6-8, 6.7, §.8, T-1, 8.1, 8-3, 9-1, -8, 9-5, 10-1, 10-8 and 10-5. This restriction
on departure {s rejterated throughout the decument with the reminder comment: Departure from

the appraiser has determined that the sssignment to be performed is not so limited in scope
that the resulting appraisal, review, or consulting service would tend to mislead or confuse

the client, the users of the report, or the public; and

the appraiser has advised the cllent that the assignment calls for semething less than, or
different from, the work required by the specific guidelines and that the report will state the

lmited or differing scope of the appraisal, review, or consulting service.

this binging requirement 1s not permitted.

Comment: Before making a decision to enter int an agreement for appraisal services calling for
a departure from a specific appraisal guideling, an appraiser must uss extreme care to determing
whether the scopa of the appraisal service to be performed is so limited that the resulting analysis,
opinien, 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 in¢lude parties such as lenders,
employees of government agencies, limited partners of a client, and a client's attorney and
aceountant. In this context the purposa of the appraisal and the antldpated or possible usa of the
report are eritical.

If an appraiser enters into an sgreement o perform an appraissl service that calls for somathing
less than, or different from, the wark that would otherwise be required by the specifie appraisal
guidelines, Standards Rules 2-2(k), 5-2(1), 8-2¢h), and 10-2(h) require that this fact be clearly and
aceurately set forth in the report.

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

For example, if 2n appraiser’s compiete file was intvoduced into evidence at a public hearing or
publi¢ 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 compiete fils and directed the reader to the complets
file, the requirements of the departure prevision would be satisfied if the appraiser's complets fils
contained, in coherent form, all the data and statements that ere required by the Uniform
Standardy,

Another example would be an update teport! that expressly incorporated by reference s.ll the
background data, market conditions, assumptions, and limiting ¢conditions that were contained in
the original zeport prepared for the same client.

1 See Advizory Opinion G-3 ca page 17.
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JURISDICTIONAL EXCEPTION

If any part of these standards is contrary 1o the law or public policy of any jurisdiciion, only that
part shall be void and of no force or effect In that jurisdiction.

SUPPLEMENTAL STANDARDS

These Uniform Standards provide the common basis for all appralsal practice. Supplementa] stan-
dards applicable to appraisals prepared for specifie purposes or property types may be issued by
public agencies and certain client groups, e.g. regulatory agencies, eminent domain authorities, asset
managers, and financiel [nstitutions, Appraisers and clients must ascertain whether any supplemental
standards in‘additlon to these Uniform Standards apply to the assignment being considered.

1 Seq the fellawing Adviscry Opinisas:
-7 oa pugs 53
O-8 on page 91
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DEFINITIONS
For the purpose of these Standards. the following definitions apply:

APPRAISAL: (noun) the act or process of estimating value; an estimate of vatue.
{adjective) of or pertaining 10 appraising and related functions, e.g. appraisal practice.
appraisal services.

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

Comment: These three terms are intentionally generic, and not mutually exclusive, For example,
an estimate of value may be required as part ¢f 2 review or conswiting service. Ths use of other
nomentlature by an appraiser (e.g. analysis, counseling, evaluation, study, submissfon, valuation)
does net exempt an appraiser from adherence to these standards.

BUSINESS ASSETS: tangible and intangible resources that are emplayed by a business enterprise in
its operations. .

BUSINESS ENTERPRISE: a commercial, industrial or service organization pursuing an economic
activity.

BUSINESS EQUITY: the interests, benefits, and rights inherent in the owmership of a business
enterprise or a part thereof in any form {including but not necessarily limited io capital stock,
parimership interests, cooperatives, sole proprietorships, options, and warrantis).

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

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

CONSULTING! the act or process of providing information, analysis of real estate data, and recom-
mendations or lusions on di ified probl in real estate, other than estimating value,

FERASIBILITY ANALYSIS: a study of the cost-benefit relationship of an economis ¢ndeavor.

INTANGIBLE PROPERTY (INTANGIBLE ASSETS}): non physical assets, including but not lmited to
franchises, trademarks, patents, copyrights, goodwiil, equities, mineral righis, securities, and con-
tracts, as distinguished from physical assets such as facilities and equipment.

INVESTMENT ANALYSIS: a study that reflects the relationship between acquisition price and
anticipated future benefits of a real estate investment.

MARKET ANALYSIS: a study of real estate market conditions for a specifie type of property.

MARKET VALUE: Market value is the major focus of most real property appraisal s'ssig'nments. Both
economie and legal definitions of market value have been developed and refined. A current economic
definition agreed upon by agencles that regulata federal financial Institutions in the United States
of America ist -

The most probable price which a property should bring in a competitive and open market
under all conditions requisiie to a fair sale, the buyer and seller each acting prudently and
knowledgeably, and assuming the price is not affected by undue stimulus, Impileit in this
definition Is the consummation of a sale as of a specified date and the passing of title from
seller to buyer under conditions whereby:
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DEFINITIONS {continued}
MARKET VALUE; (continued)
1. buyer and seller are typleally motivated;
. both parties are weil informed or well advised, and acting in what they consider their
best interests;
3. a reasonable time is allowed for exposure in the open market;
4, payment iz made in terms of ¢ash in United States dollars or in terms of financial
arrangements comparable thereto; and
&, the price represents the normal considerstion for the property sold unaffected by
special or creative financing or sales concessious granted by anyone associated with

the sale.

Substitution of #nother currency for United States dollars in the fourth condition is appropriste in
other countries or in reports addressed to clients from other countries,

Persons performing appraisal services that may be subject to liHigatlon are cautioned o seek the
exact logal definition of market value in the jurisdiction in which the services are belng performed.

MASS APPRAISAL: the process of valuing a universe of properties as of & given date utillring standard
methedology, employing ¢common data, and allowing for statistical testing.

MASS APPRAISAL MODEL: a mathematical expression of how supply and demand factors interact
in a market.

PERSONAL PROPERTY: identiflable portabls and tangible objects which are considered by the
general public as heing “personal,” .y, furnishings, artwork, antiques, gems and jewelry, collectibles,
machinery and equipment; all property that is not classified ns real estate.

REAL ESTATE! an identified parcel or tract of land, including improvements, if any,

REAL PROPERTY: the interests, bonefits, and rights inherent in the ownership of real estate.
Comment: In some jurisdictions, the terms real e3tate and real property have the same legal
meaning. The separate definitions recognize the traditional distinetion between the two concepts
in appraissl theory.

REPORT: any communication, written or oral, of an appraisal, review, or consulting service; the
document that {s tranamitted to the ¢lient upon completion ¢f an assignment.

Comment: Most reports are written and most clients mandate written reports. COral report guider
tines {Sea Standards Rule 2-4) and reswrictions {See Ethics Provision: Record Keeping) are included
ta cover court testimony and other oral communications of an appraisal, review or consulting
service,

REVIEW! the act or process of eritically studying a report prepared by another,

8 USPAP 1534 EOIMION
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STANDARD 1

in developing a rezl propercy appraisal, an appraiser must be sware of. understand, and correctly
employ those recognized methods and techniques that are necessary to produce a ecedible appraisal,

Comment: Standard 1 is directed 1oward the substantive aspects of develeping a competent
appraisal. The requirements set forth in Standards Rule 1.1, the appraisal guidelines set forth in
Standards Rule 1-2, 1.3, 14, and the requirements set forth in Standards Rule 1-5 mirror the
appraisal precess in the order of topics addressed and can be used by appraisers and the users of
appraisal services as & convenient checklijst.

Standards Rule 1.1
In developing a real property appraisal, an appraiser must;

(a} be aware of, undérsiand, and torrectly employ those recognized methods and techniques that
are necessary to produce & credible appraisaiy

Comment: Daparture from this binding requirement is not permitted. This rule recognizes that
the principle of ¢change continues to affect the manner in whith appraisers perform appraisal
sarvices, Changes and developments in the real estats field have a substantial impact on the
appraisal profession. Important changes in the cost and manner of constructing and marketing
commarcial, industrial, and residentizl real estate and changes in the legal framework in which
real property rights and interests are created, conveyed, and mortgaged have resulted in eorre-
sponding changesin appraisal theory and pracrice. Social change has also had an effect enappraisal
theory and practice. To keep abreast nf!hesa changes and developments, the appraisal profession
is ¢onatantly reviewing and revising app hads and techni and devising rew methods
and techniques to meet new circumstances. For this reason it is not sufficient for appra.isen ta
simply maintain the skills and the knowledge they possess when they become appraisers. Each
appraiser must continuously fmprove his or her skills to remain proficient in real property
appraisal,

[1)] not commit a substactial error of omisslon or commisslon thet significantly affects anappraisal;

Comment: Dew from this binding requirement is not permitted, In performing appraisal
services an appraiser must be certain that the gathering of factual information is conducted in &
manner thatis sufficiently diligent ta ensure that the data that would have a material or significant
effect on the resulting opinions or conclusions are considered, Further, an appraiser must use
sufficient care in analyzing such data to avoid errors that would significantly affect his or her
opinicns and conclusions.

(¢} not render appraisal services in a careless or negligent manner, such as a serles of errors that,
considered individually, may not significantly affect the results of an appraisal, but which,
when considered In the aggregate, would be misleading,

Comment: Departure from this bindmg requirement is not permitted, Perfection is impossible 1
attain and campetencs does not require perfection. However, an appraiser must not render
appraisal services in a careless or negligent manner. This rule requires an appmser to use due
diligence and dua care. The fact that the carelessness or negligence of an appraiser has notcaused
an error that significantly affects his or her opinions or conclusions and thereby seriousty harms
a client or & third party does not excuse such carelessness or negiigence,
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STANDAKRD 1 [continued)

Standards Rule 1-2

In developing a real property appraisal, an appraiser must observe the following specific appraisai
guideiines:

(a)

)

{o)

d»

(e}

adequately identify the real estate,’ identify the real property interest, consider the purpose
and intended use of the appraisal, consider the exteat of the data colleetion process, identify
any special lbmiting conditlons, and identify the effective date ef the appraisal;

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

i) In terms of cash; or

(4] in terms of financial arrangements equivalent to cash; or

{{ii}  in such other terms as may he precisely defined; if an estimate of value is based on
submarket financing or finaneing with unusual conditions or in¢entives, the terms of
such finaneing 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
eatimate must be described and axplained;

Comment: For certain types of 2ppraisal assignments in which a legal definiton of market value
has been established and takes precedence, the Jurisdictionat Exception may apply to this guide-
line.

When estimating market value, the eppraiser should be specific a3 to the estimate of exposure
time linked to the value estimate,

id ts, reatricti encumhb Ieases, reservations, covenants, contracts,
dec[nrations. special assessments, ordinances, or other items of a similar nature;

consider whether an appraised fractional interest, physical segment, or partial holding con-
trihutes pro rata to the vaiue of the whole;

Comment: This guideline does not require an appraiser to value the whole when the subjest of
the appra appraisal is a fractional interest, a physical segment, or a pardal holding. However, if the
value of the whale is not considered, the appraisal must ¢learty reflect that the valus of the property
being appraieed cannot be used to estimate the vaiue of the whole by mathematical extension.

Identify and consider the etfect on value of any personal property, trade fixtures or intangible

_items that are not real property but are included in the appraisal.

Comment: This guideline requires the appraiser to recognizo the inclusion of items that are not
real propertyin an overall value estimate. Additional expertise in personsal property (See Standard
T} or business (See Standard 9) appraisal may bs required to allecate the overall value to its
various components. Separate valuation of such items is required when they aze significant to the
overail value.

! Ste Advisory Opinica G-2 co page 73,

7 Sgs Statercants on Appraisal Standards Nucher 3 co page §9 and Number 4 ¢n page 61,
Y Sep Suseemsnt ca Appraisal Stasdards Nuzder § ¢a page 85 and relased Advisory Opinicns -7 azd G-8 ¢n pages 53 and 91.

i0
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STANDARD 1 (continued)

Standards Rule 1.3

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

(a}

(b)

consider the effeet on use and value of the following factors: existing land use regulations,
reasonably probable medifications of such land use regulations, economio demand, the physical
adaptability of the real estate, neighborhcod trends, and the highest and best use of the real
estate;

Comment: This guideline sets forth 4 list of factors that affect use and value. In considering
neighborhieed trends, an appraiser must aveid stereotyped or blased assumptions relating to race,
age, color, religion, gender, or national origin or an assumption that racial, ethnie, or religious
homogeneity is necessary to maximize value in & neighborhood. Further, an appraiser maust aveld
meking an unsupporzed assumpton or premise about neighborhood decline, effective age, and
remeining iife. In considering highest and best use, an appraiser shouid develop the concept to
the extent that is required for 2 proper solutien of the appraisal problem being considered.

recognize that land is appraised as though vacant and available for development to {ts highest
and best use and that the appraisal of improvements is based on their actual contribution o
the site.

Comment: This guideline may be modified to reflect the fact that, in various i¢gal and practical
situations, a site may have a contributary value t?mr. differs from tha value a3 if vacant.

Standards Rule 1-4

In developing a real property appraisal, an appraiser must observe the following specific nppraisal

guldelines, when applicable:
{a) vafua the site by an appropriate appraisal method or technique;
(b) collect, verify, analyze, and reconcile:
{i} such comparable cost data asare avaflable to estimate the cost new of the improvements
(if anyk
i such comparable dats as are available to estimate the difference between cost new and
the present worth of the improvements (acorued depreciation);
(i} such ¢comyparable sales data, adequately identified and described, as are available {o
indicate & value conclusion;
(ivy  such comparable rental data as are ava.i_.lable to eatimate the market rental of the
property heing appraised;
¥) such comparable operaiing expense daia ay are available to estimate the operating
expenses of the property being appraised;
(vi)  such comparable data as are available to estimate rates of capitalization and/or rates
of dlscount. :
Comment: This rule covers the three approaches to value. S¢s Standards Ruls 2:2{j} for carre-
sponding Teporting requirements.
USPAP 1938 EDITION 1
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STANDARD 1 (continued)

Standards Rule 14 {continued)

{c}

d)

o)

0

54

@)

base projections of future rent and expenses on reasonably clear and approprinte evidence:

Comment: This guideline requires an appraiser, in deveioping income and expense statements
and cash flow projecdons, to weigh historical information and trends. current mariet factors
affecting such trends, and andcipated events such as petition from develop ts under
construcdon.

when estimating the value of & leased fee estata or a leaschold estats, ¢consider and analyze
the effect on value, if any, of the terms and conditions of the lease(s);

consider and anelyze the effect on value, if any, of the nssemblage of the varicus estates or
component paris of & property and refrain trom estimating the value of the whole solely by
adding together the individuai values of the various estates or component parts;

Comment: Although the value of the whele may be equal to the sum of the saparate 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 teated by reference to appropriate market data and supported by an

appropriats analysis of such data.

A similar procedure must be fellowed when the value of the whols has been established and the
appraiger 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 sppropriate analysis of such data,

consider and analyze the effect on value, if any, of anticipated publio or private improvements,
located on or off tha site, to the extent that market actions reflect such anticipatad improvements
an of the effective appraisal date; ’

Comment: In condemnation valuation assignments in certain jurisdictions, the Jurisdictional
Exesption may apply to this guidelines.

identify and consider the appropriate procedures and market information required to perform
the appraisal, Including all physical, functional, and external market factors as they may atfect
the appraisal;

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

appraise proposed improvements only after examining and having available for future
examinations

(1] plans, specifcations, or other documentation sufficlent to identify the seope and character
of the proposed improvements;

(i) evidence indieating the probakle fime of comypletion of the proposed {mprovemsnts; and

(iif) reasonably clear and appropriats evidence supporting develop t costs, antied d
earnings, coccupancy projections, and the antitipated competitionatthe time of completion.

Comment: The evidence required fo ba examined and meintained under this guidelina may include
such items £9 contractor’s estimates relating to cost and the time required ta complete construction,
market, and [easibility studies; operating cost data; and the history of recently completed similar
developments. The appraisal may require a complete feasibility analysis (See Standard Rule 4-6).

1 8¢ Statanent o5 Apprainal Standards Number 2 ¢ page §5.
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STANDARD 1 {continued)

Standards Rule 1+ (continued)

(i)

All pertinent information in items (a) through (h} above shall be used in the development of
an appraisal. .

Comment: Sea Standards Ruls 2-2(k) for corresponding reporting requirements.

Standards Rule 1.5

In developing a real property appraisal, an appraiser must:

{a}

)

(e)

consider and analyze any current Agreement of Sale, option, or listing of the property being
appraised, if such Information is available to the appraiser in the normal ¢ourse of business;

consider and analyze any prior sales of the property being appraised that occurred within the
following time periods:

n one year for one-to-four family residential property; and
iy three years for all other property types;

Comment: The intent of this requirement is to encourage the research and annlysis of prior sales
of the subjeet; the ime frames cited are minimums,

conalder and reconcile the quality and quantity of data available and analyzed within the
approaches used and the applicability or suitability of the approaches used.

Comment: Departure from binding requirements (a) through (¢) i3 not permitted See Standards
Rule 2-2(k} Comment for corresponding reporting requirements.

1 Sea Advisery Qpinisas G-1¢n page 65 a2 G4 oa page 81,
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STANDARD 2

In reporting the results of & real property appraisal an appraiser must communicate each analysis.
opinion. and conclusion in a manner that is not misleading.

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

Standards Rule 2-1
FEach written or oral real property appraisal report must:

(a) clearly and accurately set forth the appraisal in a manner that wiil not be misleading;

Comment: Deparure from this binding requirement is not permirted. Stnee most reports are used
and relied upon by third parties, communi¢atiens considered adequata by the appraiser’s client

may not be sufficient. An appraiser muat take extreme care to make certain that his or her reports
will not be misleading in the marketplace or to the public.

(h) contain sufficlent [nformation to enable the person(s) who receive or rely on the report to
understand it properly;

Comment: Departure from this binding reauirement is not permitted. A failure to cbserve this
ruie could cause a client or other users of the report to make & sericus efror even though each

anaiysis, opinion, and conclusion in the report is clearly and aceurately stated. To avoid this
problem and the dangers it presents to clients and other usera of raports, 2-1(b) requires an
appraiser to intluds in each report sufficient information to enable the reader to understand it
properly. All reports, both written and cral, must ¢learly and accurately present the znalyzes,
opinions, and eanslusions of the appraiser in suffident depth and detail ta address adeguately the
significance of the specific appraisal problem.

te) clearly and aceuratoly disciose any extraordinary assumption or Umiting conditon that divestly
affects the appraisal and indicate its impact on value,

Comment: Departurs from $his bindine requirement is not permitted. Examples of extraordinery
assumptions or conditions might in¢lude items such as the execution of a pending leases agreement,

atypieal finandng, or completion of onsite or offsite improvements. In a written report the
disglosurs weuld be required in tonjunction with sta of each opinien or ¢onelusion that is
affected.

Standards Rule 2-2

Each writien real property appraisal report must:

(a) identify and deseribe the resl estate being appraised;!

() ideantify the real property interest being appraised;
Comment on {#) and (h): These two requirements are essential elements in any report. Identifying
the real estate can be accomplished by any tombination of a legal description, address, map
reference, copy of & survey or map, preperty sketch andfor phetographs, A property sketeh and
photographs also provide some description of the real estate in addition to written ¢commanta about
the physical attributes of the real estate. Identifying the real property rights being appraised
requires a direct statement substantiated as needed by copies or summaries of legal descriptions
or other documents setting forth any encembrances.

1 See Advissry Opinfon G-2 on page 73.
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STANDARD 2 (continued)

Stand;rds Rule 22 {continued}

{c} staie the purpose of the appraisal;

{d) define the value to be estimated;

{e) set forth the effective date of the appraisal and the date of the reports

Comment on {c), {d) and {e}: These three requireme¢nts call for elear disclosure to the reader of a
Teport the “why, what and when” surrounding the appraisal. The purpose of the appraisal is used
gecerically to inelude both the task involved ard rationale for the appraisal. Defining the value
to be estimated requires both an appropriately referenced definition and any comments needed to
clearly indicate {0 the reader how the definition is being applied [See Standards Rule 1.2(b)).2 The
effective date of the appraisal establishes the context for the value estimate, while the date of the
report indicates whether the perspective of the appraiser on the market conditions asof the effective
date of the appraisal was prospective, current, or rewwospective. Reiteration of the dats of the report
and the effective date of the appraisal at various stages of the report in tandem is important for
the clear understanding of the reader whenever market conditions on the date of the report are
different from market conditions ¢n the effective date of the appraisal.

i describe the extent of the process of coliecting, confirming, and reporting date;

Cemment: This requiremsnt is dagigned to protect third parties whose relianee en an appraizal
report may be affected by the extent of the appraiser’s investigation; i.e., tha process of collecting,
confirming and reperting data.

[-H sst forth all assumpiions and Hmiling conditions that affect the analyses, opln[om, and
conciusions;

Comment: It i3 suggested that assumpiions and Hmiting tonditions ba grouped together in an
identified section of the report.

(h) set forth the informsation considered, the appraisal procedures fol.lowed. and the reasoning
that supports the analyses, cpinions, and conclustons;

Comment: This requirement calls for the apprajser to summarize the dats considered and the
procedures that were followed. Each item must be addressed in the depth and detail required by
its aignificance to the appraisal. The appraiser must be certain that sufficient information is
provided so that the ciient, the users of the repert, and the public will understand it and will not
bemisled or confused. The substantive content of the report, not ita eize, determines its compliance
with this specific reporting guideline,

43} set forth the appraiser’s opinton of the highest and beat use of the real estate, when such an
opinion is necessary and appropriate;
Comment: This requirement ¢alls for a written report to contain a statement of the appraiser's
opinion a3 to tha highest and best use of the real estate, unless an opinion as to highest and beat
us4 {3 unnecessary, e.g. insurance valuation oz value in use appraisals, If an opinion as to highest
and bast use §s required, the reasoning in support of the opinfon must also be incuded.

[{}] explain and support the exclusion of any of the usual valuation approsches;

b Ses Statecnents ¢a Appreiast Standards Number 3 co pags 69 and Number 4 oo prgw 65,
t Seq Statzzent on Appraisal Stacdards Number §¢a page 65 acd relsted Advisary Opiniocs G+7 and 0-8 ¢o pages £9 4nd 81,
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STANDARD 2 (continued)
Standards Rule 2.2 {continued)

1K) set forth any additional information that may be eppropriate to show compliance with, or
clearly identify and explain permitted departures from, the requirements of Standard 1;

Comment: This requirement calls for a written appraisal report or other written communicadon
concerning the resuits of an appraisal ta contain sufficient informavion 1o indicate that the
appraiser complied with the requirements of Standard 1, including the requirements governing
any permitted deparvures from the appraisal guidelines, The amount of detail required will vary
with the significance of the information 1o the appraisal.

Information considered and analyzed in complinnce with Standards Rule 1-53is 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.

i) include a signed ¢ertification in accordance with Standards Rule 2-3.

Commeny: Déparure from binding reavirements (a) through (1Y above is not permitted.
Standards Rule 2-3

Each written real property appraizal report must contain a certification that is similar in conteat to
the following form:

T certify that, to the best of my knowledge and bellef:

—_ the statements of fact contalned in this report are true and correct.

—_ the reported analyses, opinions, and conclusions are limited only by the reported
assumptions and Hmiting condltions, and are my personal, unblased professlonal analyzes,
opinions, and conclus{ons.

— 1have no (or the specified) present or prospective interest in the property that is the
subject of this report, and I have no (or the specified) personal interest or bias with
respect to the parties involived.

- my compensation is not contingent upon the reporting of a predetermined value or
direction in value that favors the ¢ausa of the client, the amount of the velue estimate,
the attalnment of & stipulated result, or the occurrence of a subsequent event.

— my analyses, opinions, and conclusions were developed, and this report has been pre-
pared, in conformity with the Uniform Standards of Professional Appraieal Practice.

— I have {or have not) made & personal inspection of the property that is the subject of
this report. (If more than one person signs the report, thia certification must clearly
specify which individuals did and which individuals did not make a personal inspection
of the appraised property.)!

— no one provided sigmificant professional assistance to the person signing this report,
(If there are exceptions, the name of each individual providing significant professional
assistance must be stated.)

Comment: Daparture from this binding requirement {s not permitted.
Standards Rulg 2-4

To the extent that it {s both possible and appropriate, each oral real property appralesl report
inelieding expert testimony) must addrass the substantive matters set forth in Standards Rule 2.2.

1 See Advisery Opinices G-2 o0 page 73 and G-5 ca page 83,
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STANDARD 2 (continued)

Standards Rule 2-1 (continued)
Comment: In addition ta complying with the requirements of Standards Rule 2-1, an appraiser
meking an ¢ral report must uze his or her best efforts ta address each of the substantive matters
in Standards Rule 2.2,

Testimony of an appraiser concerning his or her analysas, opiniens, 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 Rule 2.5

An appraiser who signs a real property appraisal report prepared by another, even under the label
of “review appraiser”, must accept full responalbility for the contents of the report.!

Comment: Departure from this binding reauirement is not permitted.

This requirement is directed to the employer or supervisor signing the report of an employee or
subconsractor. 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 reporr. Using a
conditional label next to the signature of the employer or supervisor or signing a form report on
theline over the words “review appraiser” does not exempt that individual from adherence ta thesa
standards.

Thls requirement does not address the recponsibilittes of a review appraiser, the subject of
Standard 3.

1 Zes Advisory Opinien G-§ ¢n page 83,
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STANDARD 3

Inreviewing an appraisal and reporting the results of that review, an appraiser must form an opinion
as to the adequacy and appropriateness of the report being reviewed and must clearly disclose the
nature of the review process undertaken,”

Cotment: The function of reviewing an appraisal requires the preparation of a separate report
or a file memorandum by the appraiser perjorming the review setting forth the resulis of the
review pracess, Review appra:sers go beyond checking for a fevel of completeness and tonsistency
in the report under review by providing comment on the content and ¢onclusions of the report.
They may or may not have first-hand knowledge of the subject propervy of or data in the report,
The COMPETENCY PROVISION applies to the sppraiser performing the review as well as the
apprais¢r who prepared the repart under review,

Reviewing is a distinctiy different function from that addressed in Standards Rule 2-5. To aveid
tonfusion in the marketplace barween these two functions, review appraisers sheuld not sign the
report under review unless they intend to take tha responsibility of a cosigner.

Review appraisers must take eppropriate steps to indicats to third parties the precise extent of
the review process. A separate report or letter is one method. Another appropriate method §s &
form or check-list prepared and sigred by the eppraiser conducting the review and attached to
the report under review. It is alsa possible that a stamped impression on the appraisel report
under review. signed or initialed by the reviewing appraiser, may be an appropriate method for
separating the review functen from the accual signing of the report. To be effective, however, the
stamp must briefly indicate the extent of the review process and refer to a fila memorandum that
clearly outlines the review process condusted.

The review appraiser must exercise extreme care in clearly distinguishing between the review
process and the appraisal or consulting processes, Original work by the review appraiser may be
governed by STANDARD 1 or STANDIARD 4 rather than this standard, A misleading or fraudulent
review and/or report vislates the ETHICS PRCOVISION.

Standards Ruls 3-1

Tn reviewing an appraisal, an appraiser must:

(a)

)
©)

d}

(e)

G

identify the report under review, the real estate and real property interest balng appraised,
the effective date of the opinion in the report under review, and the date of the review;

identify the extent of the review process to be conducted;

form an opinton as to the completeness of the report under review in light of the requirements
in these standardss

Comment: The review should be conducted in the context of market conditions as of the effective
date of the opinion in the zeport being reviewed.

form an opinion as to the apparent adequacy and relevance of the data and the propriety of
any adjustments to the data;

form an opinion a3 to the appropriateness of the appraisal methods and techniques used and
develop the reasons for any disagresment;

form an opinfon as fo whether the anslyses, opinions, and conclusions in the report under
review are appropriate and reasoneble, and develop the reasons for any disagreement.

3 Bt Adviswry Opinicn G-6 on pags 67.
piaion
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STANDARD 3 (continued)
Standards Rule 3-1 (continued)

Comment: Departure from binding reouirements (a1 threueh () above is not permirtted.

An opinien of a different estmats of value from that in the report under review may be expressed,
pravided the review appraiser:

1L satisfies the requirements of STANDARD 1; X

2. identifies and sets forth any additional data relied upon and the reasoning and basis for the
different estimate of value; and,

3. clearly {dentifies 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} disclose the nature, extent, and detail of the review process underiaken;
{h) disclose the information that must be considered in Standards Rula 3:1 (a) and (b}
{c} set forth ﬁe opinions, reasons, and conclusions required in Standards Rule 3.1 {c}, (d), {¢) and (D;
d) include afl known pertinent information;
{e) inglude a signed certification simtlar in content to the following:

1 certify that, to the best of my kmowiedge and bellef:

— the facts and data reported by the review appraiser and used in the revisw process are
true and correct.

—_ the annlyses, opinions, and conclusions in this review report are limited only by the
assumptions and Hm{ting conditions staied in this review report, and are my peraonal,
unbiased professional anatyses, opinions and conclusions.

- I have no (or the specified) present or prospective interest in the property that is the
subject of this report and I have no {or the specified) personal interest or hiss with
reapect to the parties invoived.

-— my compensation i3 not contingent on an action or event resulting from the analyses,
opinions, or conciusions in, or the usa of, this review report.

—_ my analyses, opinfons, and conclusions were developed and this review report was
prepared in conformity with the Uniform Standards of Professional Appraisal Practice,

— I did not {did} personally inspect the subject property of the report under review.

— no one provided aignificant professional assistance to the person signing this review
repori. (If there are exceptions, the name of each individual providing significant
professional assisiance must bhe stated.)

Comment: Departure from binding reauirements (a) through (e) above is not permitted.

1 See Sustrment o0 Apgraiss] Standards Number L ca page §3.
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STANDARD 4
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Ea performing real estate ar real properiy consulting services. an appraiser must be aware of, under-
stand. and correetly employ these recognized methods and techniques that are necessary to produce
a credible result.

Comment: 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 estmating value.
Land utilization studies; highest and best use analyses; marketability, feasibility, or investment
studies; and other research-related studies are examples of eonsulting assignments. An appraiser
must have the ability 1o develop an analysisfresearch program that is responsive to the ¢lient’s
objective; to perform primary research; to gather and present secondary and tertiary data; and to
prepare a docuriented written report.

Standard 4 addresses the concept of Identifying the client's objs¢tive. There is an imperzant
difference between performing an impartial consu]t.mg service as a disinterested third pary that
regponds to the client’s stated objective and performing a consulting service that is intended to
facilitate the schievement of the client's objective. While bath are legitimate business activities
within the realm of professional appraisal pracuce, the appraiser must recognize the distinction
and the consequent obligations,

An appraiser retained to act a5 a disinterested third party (or reasonably perceived by the public
as acting as a disinterested third party} in performing an unbissed consulting service cannot be
compensated in & manner that is contingent on the resuits, Howsver, an appraiser retainad to
perform a legitimate service such as brokerage, mortgage banking, tax counseling, or zoning advice
may be compensated by a fee contingent on the resuits achieved, but only when a proper disclosure
of the role being performed hy the appraiser is made.

Standards Rule 4-1

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

{a)} be aware of, understand, and correctly employ those recognized consulting methods and
technigues that are necessary to produca credible results;

{b) not commit a substaniial error of vmission or commission that signiticantly affects the resulis
of a consulting service;

(e} not render consulfing services in a careless or negilgent manner, such as a serles of ervors
that, considered individually, may not significantly affect the resulis, but which, when considered
in the aggregate, would be m:s!eadi.ng.

Comment: Standards Rujs 4-1 is identical in scope and purposs to Standards Rule 1-1, Beparture
from binding requirements {a), (b), and (¢} is not permitted.

Standards Rule 4.2

Inperformingresl estate or real property consuliing services, an appraiser must observe the following

specific guidelines:

{a) clearly identify the client’s ¢bjective;

USPAP 1934 EHTION
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STANDARD 4 {continued)

Standards Rule 4-2 {continued)

(b}

{e)

(d}
(e)

define the problem te be considered, define the purpose and intended use of the consulting
service, consider the extent of the data collection process, adequately identify the real estate
and/or property under consideration (if any), describe any special limiting conditions, and
identify the effective date of the consulting service;

collect, verify, and reconcile such data as may he required to complete the consulting service;

(i) if the market value of a specific property {s pertinent to the consulting assignment, an
appraisal in conformance with Standard 1 must be included in the data coliection;

all pertinent information shall be included;

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

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

apply the appropriate consulting tools and techniques to the data collected;
base all projections on ressonably clear and appropriate evidence,

Comment: A consulting service must begin with a clear identification of the client’s objective, which
tmay not be explicit in the client's statement of the assignment. The appraiser should preciseiy
define the nature of the problem the client faces and the purpose of the'congulting service. If the
consulting servies involves specific Teal estate or propesty, the appraiser must obisin a legal
deseription, streat address oz other means of specifically and adequately identifying the resl estate
or property.

The appraiser must sssess the overall range of work for solving the problem, the methadclogies
o be used, and the specific research data directly relevant to the consuiting service.

Standssds Rule 43

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

(a)

(b)

{c)

{d)

Identify alternative courses of action to achieve the client’s objective, and analyze their
{mplications;

identify both known and anticipated constrainis to each alternative and consider their probable
impacty

tdentify the resources actuslly or expected to be available to each alternative and consider
their probable impacty

identify the optimum course of action to achieve the ¢client's objective,
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STANDARD 4 {continued;
Standards Rule 4-3 (continued}

Comment: After proper consideration of all alternative courses of action, the appraiser shonld
identify the optimum eourse of action in terms of the cifent’s objective and forecast the likelihood
it can be achieved. All conclusions must be logieaily reiated to the resources available and the
constraints that may limit any of the alternatives.

Standards Rule 4.4

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

{a} define and delineate the market area;

(b} identify and analyze the current supply and de mand conditions that make up the specific real
estate market:

(9] identify, measure, and forecast the effect of anticipated development or other changes and
future supply;

) identify, measure, and forecast the effect of anticipated economic or other changes and future
demand.

Comment: The appraizer should carefully define and delineste the pertinent market area for the
analysis. Supportive reasoning for the selection of the boundaries must be stated. The appraiser
should identify the specific tlassiea) of renl estate under consideraton and analyze the forces that
are likely to affect supply/demend relationships.

The appraiser is expected to provide a comprehensive physical and economic description of the
exiating supply of space for the specific use within the defined market area, an expianation of the
competitive position of the subject, and a forecast of how anticipated changes in future suppiy
(additions to or deletions from the inventory) mey affect the subject proparty.

The appraiser is expected to profect the quantity and price or rent level of space that will be
demanded within the particular sub-market. The capture or penetration rates of tompetitive
projects should be examined in sufficient detaif te lead to a reasoned con¢lusion as to the forecasted
price or rent levels at which the market is likely to aecept the subject space and the estimated
absorption ot rent-up Lime period.

‘Ths analysis of economi¢ ¢changes in the market i which the property is located may include the
foliowing determinants of demand: population, gmplayment, and incoms characteristics; interest
rates; zoning and other regulations; rents and/or seles; new construction planned or underway;
vacant sites a3 potential cerpetition ta the subject; transportation; taxes; and the cost and
adequacy of sewer, water, powee, and other utilities. Forecasting techniques should ba relevant,
reasonable, practical, and supportable. Regardless of the forecasting models employed, the ap-
praiser is expected to provids & clear and concise explanation and description of the medels and
methodologies. .
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STANDARD 4 {consinued)

Standards Rule 4.5

Indeveloping & ¢cash flow and/or investment analysis, an appraiser must observe the following specifie
guidelines when appil¢abler

(a) consider and anaiyze the quantity and qualify of the income stream;

{b) consider and anaiyze the history of expenses and reserves:

(e} consider and analyze financing availability and terms;

(d) select and support the appropriate method of processing the income stream;

{a} consider and analyze the cash flow return{s) and reversioa(s) to the specified investment
position over a projected time period(s).
Comment: Since real estate invésiment 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 fnancisl
indices used (such as internal rate of retwn) and explanations of the financial analysis techniques
and computer programs ¢mployed should be induded. The ETHICS PROVISION and COMPE-
TENCY PROVISION are especially important to Standards Rule 4-5 with regard to hypothetical
coanditions and technical profidency,

Standards Rule 4-8

In developing a feasibilify analysis, an apprafyer must observe the following specific guidelines when

applicable:

{a) prepare a compleie market analygis;

(b}

apply the resuits of the market analysis to aiternative courses of action to achieve the client’s
objective;

d) consider and analyze the probable costs of each alternative;
)  consider and analyze the probabllity of altering any constraints to each alternative;
(lif} consider and analyze the probable outcome of each alternative. .

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

Tho appraiser should compare the foliowing criteria from the client's project ta the results of the
market analysis: the project budget (al] construction costs, fees, carrying costs, and ongoing
property operating exp ); the time seq of activities (planning, construction and market.
ing); the type and cost of financing obtainable; and 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 according to the expectations of the client and is economically feasible in
ascordance with the client's explicitly defined financial objectives,

! Spe Seatement on Apprazsal Standurds Number 2 6a page 65.
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STANDARD 5

in reporting the results of a real estate or real property consulting service. an appraiser must
communicate each analysis. opinion, and conciusion in A manner that is not misleading.

Comment: Standard 6 is identical in intent and purpose ta the appraisal reporting requirements
in Standard 2. An appraiser must explain logically and convinsingly the zeasoning that leads ta
his or her conclusions. The flow of information should be orderly and progressive, leading from
the broadest 1o the most specific level of analysis possible. Those topics mest critical to the
consulting conciusions should receive the most detailed emphasis.

Iz many business situations invelving consulting services, the role of the appraiser carries with
it an implied impartiality. For vhis reason, an appraiser must exercise extreme caution in under-
taking assignments that invelve the schisvement of the specific goals of a client, A ¢lear and
complete 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 siated in any
letter of transmittal, statement of assumptions angd limiting conditions, and executive summary.
Ins this connection, the appropriate use of the Certification in S.R. 5-3 is also required, but it is
not sufficient in and of itself, A timely and complete disclosure is required in any oral report.

Standards Rule 5.1
Each written or oral consulting report must:
[¢:3] clearly and accurately set forth the consulting service In a manner that will notbe misleading;

b} contain sufficient information to enable the person(s) who recelve or rely on the report to
understand it propexiy;

(o) clearly and sccurately disclose any extrzordinary assumption or limiting condition that

directly affects the consulting service and indicmte its impact on the final conclusion or
recommendation (if any),

Comment: Departurs from binding requirements (a), (b), and {c) is not permitted. A consulting

Teport must be sufiicently comprehensive so the client can visualize the problem and follow the
reasoning through each step of the annalytlzal process, It is essential that throughout the report
the data, analyses, assmptions and tontlusions are logical and adequately supported. Basic
analytical and statistical principles, logical reasoning, and sound professional judgment are es-
sential ingredients of the report.

Standards Rule 5.2

Each written consulling report must comply with the following specific reporting guidelines:

{a) define the problem to be considered;

| state the purpose of the consuiting service;

{c} identify and describe the real estate and/or property under consideration (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:
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STANDARD 5 {continued}

Standards Rule 5.2 {continued)

)

2)

(h)
)

[0}

set forth all assumptions and limiting conditions that affect the analyses, opinions, and

conclusions;

set forth the information considered, the consulting procedures followed, and the reasoning

that supporis the analyses, opinions, and conclusions;

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

set forth any additional information that may be appropriate o show compliance with, or

elearly identify and explain permitted departures from, the requirements to Standard 4;
tnelude a signed certification in accordance with Standards Rule §-3.

Comment; Tha apprmser must set forth all of the 2ssumptions and limiting conditions under which
the eonsulting servics is made, and support their validity. Specific assumptions or conditions
imposed by the ¢lient must be clearly set forth as part of the identification of the objective of the
consulting service, The appraiser must investigats the validity of such assumptions or conditions
and give reasons for finding them realistic.

It is improper 1o omit any of the requirements from a consulting report transmitted to tha client
without good eause, Any deparvure from normal procedurea and the effect of any vousuai factors
oz conditions in ¢onnection with the problem must be explained. A misteading or fraudulent report
violatea the ETHICS PROVISION as well as this Standard.

Standards Rufe 5.3

Each written consulting report must contain a certification that is similar in content ta the following

form:

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

the statements of fast contained In this report are true and correct.

the reported analyses, opinions, and conclusions are l.[m.lted on.iy by the reported

assumptions and Umitng conditions, and are my p d pr ional analyses,

opinions, and conclusions.

I have no (or the spesified) preaent or prospective interest in the property {if any} that

is tha subject of this repert, and I have no (or the specified} personsl interest or bias

with respect to the pariies involved.

my compensation {5 not (¢r is} contingent on an action or event resuiting from the

anaiyses, opintons, or conclusions in, or the usa of, this report. (If the compenasation is

contingent, the basis of such contingency muat be disclosed in this certificatlon and in

any letter of transmiital and executive summary,)

my analyses, opinions, and coneluslons were developed, and this report kas heen pre-
pared, In conformity with the Uniform Standards of Professional Appraisal Practice.

I have (or have oot} made a personal inspection of the property (if any) that {s the

subject of this report. ({ more than one person signs the report, this ceréification must

slearly specify which individuals did and which individuals did not make & personal

inspection of the |:u'opert}|r.}l

no one provided significant professionsl assistance ta the person signing this report.

(If there are exceptions, the name of each individuel providing significant professional

assistance must be stated.)

1 Set Advisyry Opfnicn G-2 an page 13,

]
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STANDARD 5 (continued)
Standards Rule 6-3 (continued}

Comment: Departure from this binding resuirement is not cermivted.

Standards Rute 5-4

To the extent that it is both possible and appropriate, each oral consulting report (including expert
testimony) must address she substantive matters set forth in Standards Rule 5.2,
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STANDARD 6

In developing a mass appraisal. an appraiser must be aware of, undersiand. and correctly employ
those generally accepted methods and technigues necessary to produce and communicate credible
appraisals. :

Comment: Standard 6 is directed toward the substantive aspects of developing and communieating
competent analyses, opiniens, and conclusions in the appraisat of a universe of properties. Mass
appraisals are used primarily for purposes of ad valorem tazagon. But depending upon the purpose
of the appraisal and the availability of statistical data, mass appraisal procedures may also be
appropriate for the valuaton of any universe of properties, but only when written reports are
made and the results of statistical testing are fully disclosed and explained. The reporting and
jurisdictional ex¢eptions applicable to public mass appraisals prepared for purposes of ad valorem
taxstion do not apply to mass appraisals prepared for other purposes.

Mass appraisals ¢an be prepared with or without computer assistance and are often developed by
teams of people. The validity of mass appraisal conclusions js frequantly tested or contested by
single-property appraisals. Single-property appraisals should eonform to Standards I and 2 for
real property and Standards 7 and 8 for personal property. [n the context of Standard 6, the terms
appraisel and mass appraisal both refer to the appraisal of a univetse of properties, whether real
property, persanal property, or both.

The Jurisdictional Ex¢eption on Page & may apply to several sections of Standard § because ad
valorem tax administration is subject to various state, county, and municipal laws,

Standards Rule £-1
In developing & mass appralsal, an appraiser must:

(a} ba aware of, understand, and correctly employ those genernlly accepted methods and techniques
necessary to produce 5 credible appraisal;

Comment: Departure from this binding requirement is not permitted. Mass appraisal uses:

1, Division of tasks,

2. Standardized data ¢ollection and analysis,

3. Properly specified and calibrated valuatisn models, and

4, Standards and measurements of the accuracy of the data collected and valugs produced.

This rale recognizes that the principie of change tontinues to affect the manner in which appraisers
parform mass appraisals, Changes and developments in the real estate field have a substantial
impact on the appraisal profession. Revisions in appraisal theory and practice result from:

changes in the ¢ost and manner of tonstructing and marketing commercial, industrial,
residential, and other types of real estats;

changes in the legal framework in which real property rights and interests are ¢reated,
conveyed, mortgaged, and taxed;

corresponding changes in appraisal theary and practice; and,

socdal and econemic changes.

To keep abreast of these ch and develop the appraisal profession is constantly reviewing
and revising appraisal methods and te¢hniques and devising new methods and techaiques to meet
new citeumstanses, For this reason it {3 not sufficient for appraisers to simply meintain the skills
and the knowledge they possess when they become appraisers. Mass appraisers must ¢ontinuousiy
improve their skills to remain proficient.
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STANDARD 6 (continued)

Standards Rule §-1 (continued)

(b}

{e)

not commit a substantiai error of omission or commission that significantly affects a mass
appraisal:

Comment: Deparrure from this binding reguirement is not permirted, Standards Rule 8-1(b) is
identical in purpose to Standards Rule 1-1(b}.

not render 2 mass appralsal in a careless or negligent mannert

Comment: Deparpure from this binding resudrement is not permitted. Stendards Rule 6-1{¢) is

identical in purpose to Standsrds Rule 1-1(c).

Standards Rule 6-2

.
Indeveloping a mass appraisal, an appraiser must observe the following specific appraisal guideli

(a)
b}

(e}
{d}

(e}

consider the purpose and intended use of the apprafsal;
identify any special imiting conditions:

Comment: Although appraizezs in ad valorem taxation should not be held accountable for limita-
tions beyond their control, they are required by this guideline to ideatify cost constraints and to
take appropriste steps to sedure suffident funding to produce appraisals that comply with these
standards, b

o

Expenditure levels for assessment administration are a function of a number of factors. Fiscal
constrainis may impact deta completeness and acuracy, valuation methods, and valuation accu-
racy. While appraisers should seek adequate funding and dis¢lose the impact of fizcal constraints
on the mass appraisal process, they are not responsible for constraints bayond their control.

i&entify the effective date of the appraisal;

define the value being considered; if the value to be estimated is markeat value, the appralser
must clearly indicate whether the estimate is the most probable price:

{5} in termas of ¢asah; or

(i) in terms of financial arrangements equivalent to cash; or

(iil}  in such other terms as may be precisely defined; if an estimate of value is based on
below-market financing or financing with unususl conditions or incentives, the terms
of such financ¢ing must be clearly set forth, thelr contributions to or negative influence
on value must be deseribed and estimated, and the market datasupporting the valuation
estimate must be described and explained;

Comment: For certain types of appraisal assignments in which a legai definition of market value
hias been established and takes precedence, the Jurisdictionsl Exceptien may apply.

identify the real cstaie and personal property, as epplicable;
Comment: The universe of properties should be identified in general terms and each jndividual

property in the universe should be identified with the information on its identity stored or
referenced in its property record.
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STANDARD 6 (coctinued)
Standards Rule 62 (continued)
n im appraising real property; - (

() identify and consider any personal property, trade fixtures, or intangible items that are
not real property but are included in the appraisal;

Comment: This guideline requires the appraiser 16 recognize the inclusion of items that are aot
real property in the overall value estimere. Expertise in personal propetvy {see Standard 7) or
business (ses Standard 9) appraisal may be required to allocate each overall vaiue to its various
components. Separate valuatien of such items is required when they are significant to the overall
value.

(ii)  consider whether an appraised physical segment contributes pro rata to the value of
the wholep .

Comment: This guideline dees not require the appraiser to value the whele whea the subject of
the appraissl is a physical segment. However, if the value of the whols is not considered, the
appraisat must clearly recognize that the value of tha property being appraised cannot be used to
estimate the value of the whole by mathematical extension.

(2 {dentify the property interesi{s);

[6)] consider known easements, restrictions, er . - ~brances, leases, reservations, covenants,
contracts, declarations, special assessments, 0. “nances, or other items of similar nature;

(i1}  comsider whether an appraised fractional In ..rest or partial holding contributes pro
rata to the value of the whole;

Comment: This guideline does not require tha appraieer to value the whole when the subject of
the appraisal is & fractional interest or a partial holding, However, if the vajue of the whole is not
considered, the appraisal must ¢clearly reflect that the value of the property being appraised eannot
ba used ta estimate the value of the whole by mathematical extension.

) in appraising real property, consider the effect on use and value of the following factors:
existing land-use reguletions, reasonably probable modifications of such regulations, economic
supply and demand, the physical adaptability of the property, neighborhood trends, and the
highest and best use of the property; and

Comment: This guideline sets forth a list of facters that affect use and value, In considering
neighborhood trends, an appraiser must avoid sterectyped or binsed assumptions relating to race,

‘ age, color, gender, or national erigin or an assumption that racs, ¢theic, or religious homogensity
is necessary to maximize value in a neighborhood. Further, an appraiser must avoid meking an -
wnsupported assumption or premise ghout neighborhood decling, effactive 2ge, and remaining life.
In considering highest and best use, an appraiser should develop the concept to the extent required
for a proper solution of the appraizal problem.

14 recognize that land is appraised as though vacant and available for development to [ts highest
and best use and that the appraisal of improvements is based on their actual contribution to
the site.

Comment: This guideline may be medified to reflect the fact that, in yarious market situations, a
site may have a contributory value that differs from the value as if vacant.
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STANDARD 6 {continued)

Standards Rule 6-3

in developing & mass eppraisal, an appraiser must:

(a} identify and consider the appropriate procedures and market Information required to perform
the appraisal, including all physical, funetiopal. and externai market factors as they may affect
the appraisal;

Comment: Such efforts customarily inelude the development of standardized data collection forms,
prosedures, and training materials which are used uniformiy on the universe of properties under
consideration,

(L] employ generally accepted technigues for specifying property vaiuation models; and

Comment: Thé formal development of a mode] in & statement ot equation i3 called model spedifi-
cation. Mass appraisers must develop mathematical models that, with reasonsble accuracy, rep-
resent the reletionship batween property value and suppiy and demand factors, as represented by
quartitative and qualitstive propervy characteristics. The models may be specified using the cost,
sales comparison, or income approaches to value. The specification format may ba tabular, math-
ematical, linear, non-linear, or any other structure suitable for representing the relstionship
between market value and observable property eharacteristics, The appropriate approaches should
be used in appraising a class of properties. The concepts of accepted techniques apply ta both real
and personal property valuation models,

{e) employ geaerally accepted techniques for calibrating mass appraisal models.

Cgmment: Departure from bindinz requirements (a) through (e} is not permitted. Celibration refers
to the process of analyzing sets of property and mazket data to determine the specific parameters
of & medel. The table entries in a ¢ost menual are examples of calibrated parameters, a2 weli as
the coefficlents in a linear or nen-linesr model, Models should be calibrated using generaily
accepted techniques, including, but not imited to, multiple linear regression, non:linear regression,
and adaptive estimation.

Standards Ruls -4

In developing 2 mass appraisal, an appraiser must observe the following specific appraisal guidelines,
when applicable:

(a) collect, verity, analyze, and reconcile such data as are necessary and appropriate to;

[t))

(i)
(ih)
v}

extimate cost new of the lmprovements;

estimata acerved depreciation;

estimate value by sales of comparable properties; )

estimate value by capitalization of Income, }.e. rentals, expanses, Interest rates, capital.
jzation rates and vacanty data,
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STANDARD 6 (continuedi

Standards Rule 6-1 (continued)

(b}

(e}
{d}

Comment: This ruie requires appraisers engaged in mass appraisal to take reasonable steps to
ensure that the quantity and quality of the factual data thar are collected are sufficient to produce
credible appraisals, For real property, systema fer routinely colleeting and maintaining ownerskip,
geographis, sajes, income and expensz, cost, and property characteristics data should be estab-
Lished. Geographi¢ data should be contained in a complete set of cadastral maps compiled according
to current standards of detail and accuracy. Sales data should be coliected, confirmed, screened,
adjusted, and filed according to ewrrent standards of practice. The sales fils showld contain, for
each sale, property characteristics data that are contemporanecus with the date of sale. Property
characteristics data should be appropriate to the mass appraisal models being used. The property
characteristics data file should contain data contemporaneous with the dete of appraisal. It may
contain historical data on sales. The data ¢oliection program should Incorporate a quality control
program, including checks and audits of the data to ensure current and consistent records.

base projections of future rental rates, expenses, interest rates, capitalization rates, and
vacancy rates on reasonable and appropriate evidence,

Comment: This guideline requires an appraiser, in develeping income and expense statements
and cash flaw projections, to weigh histerieal information and trends. carrent merket factors
affecting such treads, and reascnably anticipated events, such as compedtion from developments
either planned or under construction.

consider and analyze terms and conditions of any available leases.

consider the need for nnd'exteﬁt of any physical inspection.

Standards Rule 8-5

In applying a calibrated mass appraisal model an appraiser must:

(a)

®)

(e}

)

value improved parcels hy accepted methods or technigues based on the cost approach, the
sales comparison approach, and Income approach, as applicable;

value sites by generally accepted mathods or technigues; such techniques inelude but are not
Limited to the sales comparison approach, allocation method, abstraction method, capitalization
of ground rent, and land residual technique;

when estimating the value of a [eased fee estate or a leasehold estate, consider and analyze
the effect on value, if any, of the terms and conditions of the lease;

Comment: In ad valorem taxation the appraiser may ba required by rles or law to appraise the
property as if in fee simple, as though unencumbered by existing leases. In suth ¢ases, market
rent would be used in the appraisal, ignoring the effect of the individual, actual contract rents.

consider and analyze theeffect on value, if any, of the nssemblage of the various parcels, divided
Intereats, or component parts of & property; the value of the whole should not be estimated by
adding together the individual values of the various parcels, divided inferesis, or component
parts; and

Comment: When the value of the whole has been ¢stablizshed and the appraiser seeks to estimate
the vaiue of a part, the value of any such part must be tested by reference to appropriate market
data and supported by an appropriate anaiysis of such date,
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STANDARD 6 (continued)

Standards Rule 6-5 (continued)

()]

consider and analyze the effect on value, if any, of anticipated public or private improvements,
located on or off the site, to the extent that market actions reflect such anticipated improve-
ments as of the effective appraisal date; appraise proposed improvemenis only after examining
and having available for future examination;

(i}

{ii)
(lf)

plans, specificatlons, or other documentation sufficient to identify the scope and
character of the proposed improvemeants;

evidence indicating the probable time of completion of the proposed improvements; and
reasonably clear and appropriate evidence supporting development costs, anticipated
earnings, ocoupancy projections, and the anticipated competition at the time of
completion.

Comment: Ondinarily, proposed improvements are not appraised for ad valorem tax purposes,
Appraisers, however, are sometimes asked to pravide ¢stimates of value of proposed improvements
sothat developars can estmate future propercy tax burdens. Sometimes ¢condominiums and 1nits
in planned unit developments are sold with an intérest in unbuilt community proparty, the pro
rats value of which, if any, shoutd be considered in the analysis of sales data.

Standards Ruls 6-8

In reconcillng a mass appraisal an appraiser must:

(a)

b

consider and reconcile the juslity and quantity of data avallable and annalyzed within the

approaches used and the applicabllity or suitabillty of the approaches used; and

employ generally accepted mass appraisal testing procedures and techniques to ensure that

standards of accuracy are maintained.

Comment: Departure from binding requirements (a) and (b} {s not permitted. Tt is implicit in mass
appraisal that, even when properly specified and calibrated mass appraical models ate used, some
individual valua estimates will not meet standards of reasonableness, consistensy, and securacy,
Hawaver, appraisers engaged in mass appraisal have a professional res ponsibility to ensure that,
on an overall basis, medels produce value estimates that mest attainable standards of securacy.
‘This responsibility requires appraisers to evajuate the performance of models, using techniques
including, but not limited to, goodness-of-fit statiatics, hold-out samplea, analysia of residuals, and
appraisal-to-sale rade data. They also should review indivigual value estimates before they are used.

Standards Rule 67

A written summary report of a mass appraisal for ad valorem taxation or a written report of b mass
appraisal for any other purpose should clearly communicate the elements, results, opinions, and value

conclusfons of the appraisal,

Documentation for & mass appraisal for ad valorem taxntion may be in the form of (1) proparty recerds

{2) reports, (3) manuals, (4) regulations, (5) statutes, and (8) other acceptable forms.

Each written report of a mass appralsal for any purpose other than ad valorem taxation must:

A)
®

clearly and accurately set forth the appraisal in s manner that will not be misleading;

contain sufficient information ta enable the person(s) who receive or rely an the report to

understand it properly;
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STANDAID 6 (continued)

Standards Rule §-7 (continued)

{C)

clearly and acourately disclose any extra ordinary assumptions or limiting condition that
direetly affects the appraisal and indicate its impact on value.

Furthermore, each written report of a mass appraisal for any purposa other than for ad valorem
taxation, and, when provided, a written summary report of a mass appraisal for ad valorem taxation

must:

{a)
(b

[CH

{d}
(e}

(g}

(b}

state the purpose and Intended use of the appraisal;

disclose any assumptiions or limiting condifions that result in deviation from generally
accepted methods and fechniques or that affect analyses, opinions, and conclusions;

Comment: One limiting condition that must be disclosed is whether or not any physical inspection
was made, ‘

set forth the effective date of the appraisal;

Comment: In ad valorem taxation the effective date of the appraisal may be prescribed by law, If
no effective date is prescribed by law, the effective date of the appraisal, if not stated, is presumed
o be contemporaneous with the data and appraisal contlusions,

define the value to be estimated;
identify the properties appraised including the property rights;

Comment: Thereport should document the sourcesfor [ocating, deseribing, and Usting the property.
When applicable, inelude references to legal deseriptions, addresses, parcel dentifiers, photos, and
building aketehes. In mass appraisal this information is often included in property records. When
the proparty rights to be appraised are specified in a statate or court ruling, the law should be
referensed.

desgeribe and justify the mode] specification{s} considered, data requirements, and the models
chosen;

Comment: The user and affected parties must have confidence that the process and procedures
used conform to accepted methods and result in credible value estimates. In the case of mass
appraisal for ad vatorem taxation, stability and accuracy are important to the credibility of value
estimates, The summary report should include a discussion of the raticnale for each mode}, the
calibration techniques to bs used, and the performance measures to be used

describe the proceditre for collecting, validating, and reporting data;

Comment: The summary report should describe the sources of data and the data collection and
validation processes. Reference to detailed data collecton manuals sheuld be made, including
where they may be found for inspection.

deseribe calibration methods considered and chosen, including the mathematical form of the
final model(s); describe how value estimates were reviewed; and, if necessary, describe the
availability of individual value estimates;
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STANDARD 8 (continued?

Standards Rule 6-7 (continued)

(i}

IH
{&)

m

in the case of real property, discuss how highest and hest use was deterorined:

Comment: The mass appraisal summary report shouid reference case law, statuts or public policy
that describes highest and best use requirements. When acrual use is the requirement, the report
should discuss how use-values were esumated.

identify the appraisai performance tests used and set forth the performance measures attained;

provide any additional information necessary to more fully explain the appraisal including
departures permitted by the Deparrure Provision; and

contain s signed certification by the appraiser in a manner consistent with applicable laws,
rules or regulations and generally accepted appraisal practices for mass appraisals prepared
for ad valorent taxation; and for mass appraisals prepared for other purposes, contain a signed
certification in accordance with Standards Rule &6 8.

Comment: Departure from binding requirements () through () is not vermitted.

Standards Rule 6-8

Each written mass appraisal for purposes other than ad valorem taxation must contain a signed
eertification 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.

—_ tha reported analyses, opinfoas, and conclusions are limited only by the reported
assumptions and limiting conditons, and are my personal, unbiased professional analyses,
opinions, and conclusiona.

—_ I have no {or the specified) present or prospective interest in the property thet s the
subject of this report, and I have no {or the specified) personal inierest or bias with
respect to tho parties involved.

— my compensation {5 not contingent upen the reporting of a predetermined value or
direction in value that favors the cause of the client, the amount of the value estimate,
the attalnment of & stipulated result, or the occurrence of 8 subsequent event.

- my onalyses, opinfons, and conclusions were developed. and this report has been
prepared,in conformity with the Uniform Standards of Professional Appraisal Practice.

- 1 have {or have notl made & personal Ingpection of the property that is the subject of
this report, {If more then one person signs the report, this certification must clearly
specify which individuals did and which individuals did not make a personal inspection
of the appraised property,)’

— 0o one provided significant professional assistance to the person signing this report,
{If there are exceptions, the name of each individual providing significant professional
assistance must be stated.)

Comment: Departure from this binding requirement is not permitted.

1 Sew Advisory Opiaton G-2 on page 13,
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STANDARD 7

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

Comment: Standard 7 is directed toward the same substantive aspetts set forth in Standard 1,
but addresses the appraisal of personal properyy,

Standards Rule 7-1
In developing a personel property appraisal, an appraiser must:

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

Comment: Deparure from this binding yequirement is not permitted. This ruls recognizes that
the principle of change continues to affect the manner in which appraisers perform appraisal
aervices. Changes and developments in personal property practice have a substantialimpact upon
the appraisal profession. Important changes in the cost and manner of producing and marketing
personal property and changes in the legal framework in which properry rights and intarests are
created, conveyed, and financed have resulted in ¢orresponding ¢hanges in appraisal theory and
practice. Se¢cial change has also had an effect on appraisal theory and practice. To keep abreast
of these changes and developments, the appraisal profession revisws and revises sppraisal methods
and techniques and devises methods and techniques to meet new ciscumstances. For this reason,
it ia not sufficient for appraisers to simply maintain the skills and the knowledge they posseas
when they betome appraisers. Each appraiser must tontinugusly improve his or her skills to
remain profident In personal property appraisal.

(b} notcommita substantial errorof omission or commission that significantly affects anappraisal;

Comment: Departure from this binding requirement is not permitted. In performing appraisal
eervices an appraiser must be certain that the gathering of factual information is conductedin a
manner that is sufficlently diligent to ensura that the data that would have a material or significant
effect on the resulting opinfons or conclusions are considered. Further, an appraiser must use
sufficdent care in analyzing such data to avoid errors that would significantly affect his or her
opiniens and conciusions,

(c) not render appraisal services in a careless or negligent manner, such as a series of errors that,
cansidered individuatly, may not significantly affect the results of an appraisal, but which,
when conaldered In the aggregate, would be misleading.

Comment: Departure from this binding requirement is not permitted. Perfaction is impossible to
aftain and competence does not require perfaction. However, an appraiser must not render
appraisal services in a careless or negligent manner, This rute requires an appraiser to use due
diligénce and due care, The fact that the cazelessness or negligence of an appraiser has ot caused
an ezror that significantly affects his or her opinions or conclusions and thereby sericusly harms
a client or third party doea nat excuse such carelesaness or negligence.
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Appendix

STANDARD 7 (continuedi

Standards Rule 7.2

In developing a personal praperty appraisal, an appraiser must consider the purpose and intended
use of the appraisal and observe the fellowing specific appraisal guidelines:

{a)

(b)

{c)
{d)

(e)

4]
[£4]

adequately identify the property to be valued, Including the method of identification;

Comment: This guideline is an essential element in all appraisals. An adequate identification of
propervy should acourately describa property as understood within its market.

define the purpese and intended use of the appraisal, ineluding all general and specific Limiting
conditions;

identify the effective date of the appraisal;
select and define the value to be considered consistent with the purpose of the appraisal;

Comment: [fthe value ta be estimated is market value, the appraiser must clearly indicate whether
the estimate is the most probable price:

1. in terms of cash; or
2. in terms of finandal arrangements equivalent to cash; or
3. tn such cther terms as may be precisely defined; if an estimate of vaiue is hesed on submarket

financing or financing with wnusuzal conditions or incantives, the terms of such financing must be
clearly set forth, their contribitions to or negative influence on valus must be desaibed and
estimated, and the market data supporting the valuation estimats must be described and
explained;

collect, verify, analyze and reconclle such data ag are available, adequately identified and
described, to indicate a value conclusion;

value the property by an appropriate appraisal method or technique;

all pertinent information in {tems (a) through (f) above shall be used in the development of &
personal property appralsal.

Standards Rule 7-3

In developing a personal property appraisal, an appraiser must consider the purpose and intended
use of the appraisal and observe the following specific appraisal guidelines:

{a)

)

(c)

consider the effect of highest and best use by measuring and analyzing the current wre and
alternative uses to encompass what s profitable, possible, legal and physically possible, as
relevant to the purpose and intended uss of the appraisal; :

personal property has several measurable marketplaces, and the appraiser must identify,
define, and analyze the appropriate market consistent with the purpose of the appraisals

Comment: The appraiser must recognize that there are distinct levels of trade and each may have

its own market value. For example, & property may have distinct value at & wholesale level of

trade, a retail level of trade, or a value under varying auction conditions. Therefore, the appraiser

must consider the subject property within tha correct market eontext.

consider the market canditions at the time of the valustion including market acceptability of
the property as well as supply, demand, scarcify or rarity;
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Appendix

STANDARD 7 (comtinued}

Standards Rule 7-3 (continued)

)

(e)

(g

(h)

consider a suffigfent quantity of data and any prior sales of the subject within a sufficient
period of gecurrence to reach an appropriate estimate of value;

consider the cost, income, and sales comparison approaches and their degree of appiicability
in the valuation of personal property, The selection of valuation approaches to be used should
be based on the availability of data and the purpose of the appraisal;

consider the effects on value caused by artributes such as condition, style, quality, manufachtrer,
author, materials, origin, age, provenance, alteratfions and restorations;

ideatify any real estate, real property, trade fixtures or intangible items that are not personal
property but are included in the appraisal. :

Comment: Additional expertise in Teal property (see Standard 1) or business (see Standard 9)
appraisal may be required in valuntion &ssignmenta that invoive more than personsl property.

all pertinent information in items (a) through () above shall be used in the development of a
personal property appraisal.

¥
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Appendix

STANDARD 8

in reporting the results of a personal property appraisal, an appraiser must communicate each
analysis, opinion, and conclusion in a manner that is not misieading.

Standards Rule 8-1

Each written or oral personal property appraisal report must:

{a}

(b}

(o)

clearly and aceurately set forth the appraisal in a manner that will not be misleading;

Comment: Departure from this binding requirement is not permitted. Since most reports arg used
and relied upon by third parties, communications considered adequate by the appraiser’s client
may not be suffident. An appraiser must take extreme care te make certain that his or her reports
will not be misleading to various users of the appraisal report.

contain suificient information to enable the person(s} who receive or rely on the report to
understand it properly;

Comment: Departuye from this binding requirement s not permitted. A failure to obgerve this
rule could tause a client or other users of the report to make a serious error even theugh each
analysis, opinion, and conciusion in the report is clearly and accurately stated. To aveid this
problem and the dangers it presents to clients and other users of reports, this rule requires an
appraizer to ificlude in each report sufficient jnformation to enable the reader ta understand it
properly. All reports, both written and oral, must clearly and aceurately present the analyses,
opinions, and conclusions of the appraiser in sufficient depth and detail to address rdequately the
significance of the specific appraisal problem. .

clearly and accurately disclose any extraordinary assumption or Himiting condition that
directly affects the appraisal, and indicate its impact on value. .

Comment: Departure from this binding reauirement is not permitted. Third party use of an
appraisal is subject to the defined purpoze and intended use of an appraisal, including assumptions
and Jimiting conditions. In a written report, tha disclosure would ba required in conjunction with
statements of each opini¢n or conelugion that is affected.

Standards Rule 8-1

Each written personal property appraisal report must comply with ths following specific reporting
guidelines by providing or fncluding:

(a) descriptive identification of the personal property being appraised;
(b} identification of the ownerahip interest being appraised;
Cotpment on () and {b): These two guidelines are essential elements in any report, [deatifying
the property Tights being appraised requires a direct statement substantiated as needed setting
forth any knewn encumbrances,
{e) a statement of the purpsse and Intended use of the appraisal;
{d) a definition of the value being considered that is consistent with the purpose of the appraisal;
USPAP 1994 EDITION 4
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Appendix

STANDARD 8 (continued}

Standards Rule 8:2 (continued)

(e)

[£3)

(&)

)

L]

®
(k)
a

(m}

(n)

a2

the effective date of the appraisal and the date of the report;

Comment on l¢}, (d). and {e): These three guidelines require clear discosure to the reader of &
report seuting forth the “why, what and when" surrounding the mppraizal. The purpose of the
appraisal is used generically to inelude both the task involved and the rationale for the appraisal
(purpese 2nd intended use). Defining the value to be esdmated requires both an appropriately
referenced definition and any comments needed to clearly indicate to the reader how the definition
is being applied (See Stzandards Rule 7-2). The effective date of the appraisal establishes thecontext
for the value esrimate, while the date of the report indicates whether the perspective of the
appraiseron the market conditions a3 of the effective date of the appraisal was prospestive, current,
or retrospective. Reiteration of the date of the report and the effective date of the apprajsal at
various slages in the report is important for clerity, .

a deseription of the extent of the process of collecting, confirming, and reporting datay
Comment: This guideline is intended to provide the reader with an understanding of the appraisal
process and protect third parties whose reliance on 2n appraizal report may be affected by the
appraiset’s investigation; i.e., the process of <ollecting, confirming and repordng data

all assumptions and limiting conditions that affect the analyses, opinions, coacluslons and
valuations;

the information considered, the appraisal procedures followel, and the reasoning that supports
the analyses, opinions, conclustons and valuations;

Comment: This guideline ealis for the appraiser to s ize the data considered and the
procedures that were followed. The appraiser must be certain that these points are sovered in
sufficient depth and detaii so that the client, and the various users of the appraisal report, w:l[
understand it and wili net be misled or confised. The substantive content of the repott, ot its

size, determines its compliance with this specific reporting guideline.

where appropriate, comparable sales data, auction results, offers from reputable firma or other
statistics; if not Included in the narrative of the report, they must be referenced in the report
and maintained with the field notes, (See ETHICS PROVISION, Record Eeeping.)

where appropriate, an explanation and support of the analysis of the highest and beat use;
where appropriate, an explanation and support of the analysis of the appropriate market;
an explanation and support of the exclusion of any of the uaual valuation approaches;

any additional information that may be appropriste to show compliance withi, or clearly
identify and explain permitted departures from, the requirements of Standard 7,

a signed certification in accordance with Standards Rule 8-3.
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STANDARD 8 {continued}
Standards Rule 8-3

Each written personal property appraisal must contain a certification that is similar in content to
the following form: .

I certify that, to the best of my knowledge and beliefs

- the statemenis of fact contained in this report are true and correct.

- the reported analyses, opinions, and conclusions are limited only by the reported
asyumptions and limiting conditions, and are my personal, unbissed professional analyses,
opinions, and conclusions,

— I have no (or the specified} present or prospective interest in the property that Is the
subject of this report, and I have no {or the specified} personal interest or bias with
respect to the parties involved.

— my compensation i3 not contingent npon the reporting of a predetermined value or
direction in value that favors the cause of the client, the amount of the value estimate,
the attainment of a stipulated result, or the occurrence of a subsequent event.

—_ my analyses, opini and conelusi were developed, and this report has been pre-
pared, in conformity with the Uniform Standards of Professional Appraisal Practice,

—_ 1 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 clearly
spectfy which individuals did and which individuals did not make s personal inspection
of the appraised property.)

— no one provided significant professtonal assistance to the person signing this report.
(if there are exceptions, the name of each individusl providing significant professional
assistance must be stated.) .

Comment: Departure from this binding requiremant is not permitied.
Siandards Rute 84

To the extont that it is both possible and appropriate, each oral personal property appralsal report
(including expert teatlmony) must address the substantive matters sot forth In Standards Rule 8.2
and state conformity with Standards Rule 8.3,

Standards Rule 8.5

An appraiser who signs a personal property appraisal report prepared by ancther, even under the
label of “review appraiser?, must accept full responsibility for the contents of the report.

Comment: Deparburs from this bindine requirement is not pegmitted.

‘This requirement is directed {0 the employer or supervisor signing tha report of an employes or
subcontractor, The employer or supervisor signing the report is as responsible as the individual
preparing the appraisal for the content and eonclusions of the appraisal and the report. Using a
conditional label next to the signature of the employer or supervisor or signing a form repott on
the line over the words "review appraiser” doeg not exempt that individual from adherence fo these
standards.

This requirement does not address the responsibilities of a review appraiser, the subjest of
Standards Rule 3.
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STANDARD 9

En developing a business or intangible asset appraisal, an appraiser must be aware of, understand.
and correctly employ those recognized methods and procedures that are necessary to preduce a
credible appraisal.

Coinment: Standard 9 is directed toward the same substantve aspects set forth in Standard 1,
but addresses business and intangible asset appraisal.

Standards Rule 8-1
In developing a business or intangible asset appraisal, an appraiser must:

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

Comment: Departure from this binding recuirement is not permitted, Changes and developments
in the econemy and in investment thecry have & substantal impact on the business appraisal

profession. Important changes in the ficancial arena, securities regulation, tax law and major new
court decisiona may result in corresponding changes in business appraisal practice.

() notcommitasubstantial error of omission orcommission thatsignificantly affects an appraisai;

Comment: Departure from this binding requirement is not permitted. In performing appraisal
services an appraiser must be certain that the gathering of factuai information is conducted in a

manner that is sufficiently diligent to reasonably ensure that the data that would have 2 material
or significant effect on the resulting epinicns or conclusions are considered. Further, an appraicer
must use sufficient care in analyzing such data to avoid errors that would significantly affect his
or her opinions and conclusions.

) ot render appralsal services in a careless or negligent manner, such as a series of errors that,
considered Individually, may not significantly affect tha resulis of an appraisal, but which,
when considered in the aggregate, would be misleading.

Comment: Departure from this binding requirement is not permitted. Perfestion is impossible to
attain and competence does not vequire perfection. However, an appraiser must not render
appraisal servicesin a careless or negligent manner. This rule requires an appraiser to use diligence
and care. The fact that the carslessness or hegligence of an appraiser has not caused an error that
significantly affects his or her opinions or ¢onelusions and thereby serigusly harms a client does
not excuse such carelessness or negligence,

Standards Rule 9.2

Indevelopingabusinessor intangibleasset appraisal, an appraiser must observe the followingapecifie

appraisal guidelines:

(a) adequately identify the business enterprise, assets, or equity under consideration, define the
purpose and the intended use of the appraisal, consider the elements of the appraisal invastl.
gation, consider any special limiting conditions, and identify the effective date of the appraisal;

(b) define the value baing considered.
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Appendix
STANDARD 9 {continued)
Standards Rule 8.2 (continued]
) ifthe appraisal concerns a business enterprise or equity interests, consider any buy-seli

agreements, investment letier stock restrictions. restrictive corporate charter or pari-
nership sgreement clauses, and any similar feaures or factors that may have an influence
on value,

tiiy  if the appraisal concerns assets, the appraiser must consider whether the assets are:
{1) appraised separately; 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 valuatisn is acquisition or replacement, continued use in place, or
liquidation.

(if)  if the appraisal concerns equity interests in a business enterprise, consider the extent
to which the interests do or do not contain elements of ownership control.

Comment: Special attentivn should be paid 1o the attributes of the interest being appraised
including the rights and benefits of ownership. The elements of control in a given situstion may
ba affected by law, Gistribution of ownership interests, contractuel relationships, and many other
factors. As & consequence, the degres of contral or lack of it depends on = broad variery of facte
and circumstances which must ba evaluated in the specific situation. Equity interests in a business
enterprise are not neczasarily worth the prorata share of the business enterprise value as a whole.

Convarsely, if the vaiue of the whole is not considered, the vaiue of the business enterprise is not
necessarily & direct mathematical exteasion of the value of the fractisnal interests.

Standards Rule 9.3

In developing a business or intangible asset appraisal relating to an equity interest with the ability
to cause Liquidation of the 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
absent contrary provisions of law of a competent jurisdiction. If Hquidatien is the indicated basis of
valuation, any real estate or personal property to he Hguidated must be valued under the approprinte
standard,

Comment: Departure from this binding vequirement s not permitted. This rule requires the
appraiser to recognize that continued operation of a business is not always the best premise of
value a3 liguidation may result in a higher value. It should be noted, however, that this should
be considered cnly when the business equity being appraised is in & pesition to cause liquidation.
If liquidation is the approprinte premise of value, then assets such as real estate and tangible
personal property must be appraised under Standard 1 and Standard 7, respectively. .

Standards Rute 9-4

Indeveloping a business orintangible asset appraisal, an appraiser musi ghserve tha following specific
appraisal guidelines wihen applicable:

{a)
@)

46

consider all appropriate valuation methods and procedures,

collect and analyze relevani data regarding:
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STANDARD  (continued}
Standards Rule 8-4 {continued)

1} the nature and history of tha business;

{if) finaneial and economic conditions affecting the business enterprise, its {industry, and
the general economy;

{iiiy  post resultls, current operations, and future prospects of the business enterprise;

{iv}  pastsales of capital stock or other ownership Interests in the business enterprise being
appraised;

(v} sales of similey businesses or capital stock of publicly held simllar businesses;

(vl}  prices, terma, and conditlons affecting past sales of slmilar business assets;

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 industry environment
within which it operates. Further, sales of gecuritiss of the business {tself or similar businesses
for which sufficient information is availabie should alse be tonsidered.

In certain circumstances, the business appraizer may also eollect and analyze data regarding
functional and/or econcmic utility or obaolescence of tha business assers.

E¢enomi¢ shstiescence is a major consideration when assets are considered as parts of 2 going
coneern, It may also be ona of the criteria in deciding that liquidation is the appropriate premisa
for valuation,

Standards Rule 8-5

In developing a business or intangible ass0t appraisal, an appralser musts

{a} select and employ one or more approaches that apply to the specific appraisal assignments.
Comment: This ruls requires the apprajser to uss all relavant approaches for which sufficient
rellable data are available. Howaver, it do¢s not mean that the appraiser must use all approaches
in order to comply with the rule if cettain approaches are not applicable,

(i)) cons{der and reconcile the indications of value resulting from the various approaches to arrive
at the value conclusion.

Comment: Departure from this binding requiremens is not permitted, The appraizer must evaluata
the relative reliability of the various indications of value. The appraiser should consider quality

and quantity of data [eading to each of the indications of value, The valua conclusion is the result
of the appraiser's judgment and not necessarily the result of a mathematical process.
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STANDRRD 10

In reporving the resuits of a business or intangible asset appraisal an appraiser must communicate
each analysis, opinion, and conclusion in a manner that is not mislesding.

Standards Rule 10-1
Each written or oral business or intangible asset appraisal report must:

{a}

)

(o}

clearly and acourately set forth the appralsat in a manner that will not be misleading.

Comment: Departure from this binding requirement is not permitted.

contaln sufficient information to enable the intended user(s) to understand it. Any specific
limliting conditions concerning information should be noted.

Comment; Departure from this binding recuirement is not permitted. Any spedfic imiting con-
ditions sheuld be noted in the engagement letter as well as in the repart iteelf, A failure to observe
this rule could cause the intended users of the report to make a sericus errvr even though each
enalysis, opinton, and conclusion in the report is clearly and acturately stated.

clearly and accurately discloss any extra;)rdl.ua.ry asaumption that directly affects the
appraisal and indicate its impact on value,

Comment: Departure from this bindIng requirement is not permitted. This rule requires = clear
and accurste disclosure of éry extraordinary sssumptions or conditions that direcily affect an
analysis, opinion, or conclugion. Examples of such extraordinary assumptions or conditions might
include items such as the execution of a pending leans agreement, atypical financing, infusion of
additional working capital or making other capital additions, or complisnce with regulstory
authority rules. The report should indieate whether the extraordinary assumpticn or condition
has a positive, negative or neutral impart 61 value.

Standards Rule 10-2

Each wriften business or intangible asset sppraisal report must comply with the following specific

reporting guidelines:
{a} identify and deseribe the business enterprise, assets or equity belng appraised.
{b) stats the purpose and intended uss of the app 1
[C)) define the valus to be estimated,
(d)  set forth the effective date of the appraisal and the date of the report,
Comment: If the appraizal concerns equity, it is not enough to identify the entity in which the
equityis being appraised without also identifying the nature of the equity, for example: the number
of ahares of common or preferred stock. The purpose may be to express an opinion of value but
the intznded use of the appraizal must also be stated.
The report date is when the report is submitted; the appraisal dats or date of value fs the effective
date of tha valug conclusion,
(e} deseribe the extent of the appraisal process emplayed;
if set forth all assumptions snd Hmiting conditions that affect the analyses, opinions, and conclusions.
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STANDARD 10 (continued)
Standards Rule 16-2 (continued)

[§43) set forth the information considered, the appraisal procedures followed, and the reasoning
that supports the analyses, oplnions and ¢onclusions.

(h) sat forth any additicnal information that may be appropriste to show compliance with, or
clearly identify and explain permitted departures from, the reguirements ¢f Standard 9.

) get forth the rationale for the valuation methods and procedures considered and employed.
()] include a certification in accordance with S.R. 10-3,
Standards Rule 10-3

Each written business or intangible assat apprafsal report must contain a certificat{on that is similar
In content to the following:

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

— the stat t# of fact contained in this report are true and correct.

— the reported annlyses, oplnlons, and conclusions are Jlmued only by the reported
assumptions and Hmltng conditions, and are my pe J 1 anniyses,
opinions, and ¢onelusions,

- I have no {or the specified) presant or prospectiva interest in the property that is the
subjeat of this report, and [ have no {or the speoified) personal Intereat or biss with
respect to the parties involved.

- my compansation Is not contingent on an sotion or event resulting from the analyses,
opinlons, or conclusions in, or the use of, this report.

- my analyses, opinions, and conclusions were developed, and this report has hean pre-
pared, in conformity with the Uniform Standards of Professionsal Appraisal Practice,

-_— no ona provided significant prdfudpna.l assistance to the person signing this report.
(If there are exceptions, the name of each individual providing significant professional
assiztance must be stated.)

Comment: Departure from this binding requirement js not permitted.
Standerds Hule 10-4

To the extent that it ts both possible and appropriate, each oral business or intangible asest appraisal
report (including expert testimony) must address the substantive matters set forth in Standards Rule
10-2 and state conformity with Standards Rule 10-3.

Standerds Rule 105

An appraiser who signs a business or intangihle asset appralsal report prepared by another, even
under the label “review appraiser”, must accept full responsiblity for the contents of this report.

Comment: Dapartura from this bmdmg requirement is not permittad. This requirement ia directed
to the employer or supervisor s:gmng the report of an employee or subcontractor. The employer
or supervisor signing the report is as responsible as the individuel preparing the apprajsal for the
content and conclusions of the appraizal and the report. Using a corditional Jabel next to the
signeture of the employer or supervisor or signing a form repart on the lina over the words “review
appraiser” does not exempt that individual from adherence to thase Standards.

This requirement does not address the responsibitities of a review appraiser, the subject of Standard 3.
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ORIGIH AND HISTORY OF THE
UHIFORH STANDARDS OF PROFESSIONAL APPRAISAL
PRACTICE

Thass standards are based on the original Uniform Standards of Professionsl Appraizal Practics devaloped
in 1986-87 by the Ad Hoc Committes on Uniform Standards and copyrighted in 1967 by The Appraisal Foundation.
Prior to the establishment of the ASE In 1889, the USPAP had heen adopted by major appraisal organizations in
Notth America and becams recognized throughout the United States es the generally sccepted standards of
appraisal practice.

At {45 organizational meeting on January 30, 1959, the ASB unanimously spproved and adopted the original
USPAP as tha initial appraisal standards promulgated by the ASB, Thess standards may ba altared, amended,
interpreted, supplementad, or repealed by the ASB after exposurs to the appraisal profession, usars of appreizat
sarvices and the public in sccordance with establiched rules of procedure.

Effective Date of Original Uniform Standards: April 27, 1987
Amsndments by tha Appraisal Standards Board to Date:

Ethicx Provision Decombor 4, 1088
Preambls through Standard 2 April 20, 1960
Standards 3,4 and § Juns 5, 1980
Standand 6 Septewmber 10, 1091
Standards 7 and 8 March §, 1802
Standards 8 and 10 Septomber 16, 1992
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