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Appendix I

UNIFORM STANDARDS OF PROFESSIONAL
APPRAISAL PRACTICE

The Uniform Standards of Professional Appraisal Practice
("USPAP") Copyright (c) 1994 by The Appraisal Foundation, are re-
produced with permission of The Appraisal Foundation. All rights re-
served. No part of the USPAP may be reproduced without prior consent
of The Appraisal Foundation.

Copies of the USPAP (including advisory opinions and statements)
are available from the Appraisal Foundation, 1029 Vermont Avenue,
N.W., Suite 900, Washington, D.C. 20005, (202) 347-7722.
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U\TFOILM STAN- RDS OF PROFESSIONAL APPILUL PRACTICE

as promulgated by the
Appraisal Standards Aoard of	 f

The Appraisal Foundation

PRE AMLE

It is essential that a professional appraiser arrive at and communicate his or her analyses, opinions,
and advice in a manner that will be meaningful to the client and will not be misleading in the
marketptace' These Uniform StandardsStandards of Professional Appraisal Practice reflect the current star-
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 erplanatory comments and begin with an Ethics Provision setting
forth the requirements for integrity, objectivity, independent judgment, and ethical conduct. In
addition, these Standards include a Competency Provision which places an immediate responsibility
On the appraiser prior to acceptance of an assignment. The Standards contain binding requirements,
as well as specific guidelines to which a Departure Provision may apply under certain limited
conditions. Definitions applicable to these Standards are also included.

These Standards deal with the procedures to be followed in performing an appraisal, review or
consuiting service and the manner in which an appraissi, review or consulting service is commurd.
Gated. Standards I and 2 relate to the development and communication of a real property appraisal.
Standard 3 establishes guidelines for reviewing an appraisal and reporting on that review. Standards
4 and 5 address the development and communication of various real estate or real property consulting
functions by an appraiser, Standard 6 sets forth criteria for the development and reporting of macs
appraisals for advalorem tax purposes or eny other universe of propertles. Standards T and S establish
guidelines for developing and communicating personal property appraisals. Standards 9 and 10
establish guidelines for developing and communicating business appraisals.

These Standards include Statements on Appraisal Standards issued by the Appraisal Standards Board
for the purpose of clarification, Interpretation. explatration, or elaboration of a Standard or Standards
Rule.

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

Comment: Explanatory comments are an integral part of the Uniform Standards and should be
viewed as extensions of the provisions, definitions, and standards rules. Comments provide
interpretation from the Appraisal Standards Board ccncerning the background or application of
certain provisiohe, definitions, or standards miles. There ere no comments for provisions, defini-
tions, and Standards Rules that ere aidomatic or have not yet required further explanation;
however, additional comments will be developed and others supplemented or revised as the need
arlseS-
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ETHICS eROVISION

Bacauze of the fiduciary responsibilities inherent in professional appraisal practice. the appraiser
must observe the highest standards of professional ethics. This Ethics Provision is divided into four
sections: Conduct, Management, Confidentiality, and Record Keeping.

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

Conduct

An appraiser must perform ethically and competently in accordance with these standards 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 anunbiased appraisal, review, or consult•
ing service must perform assignments with impartiality, objeetivity, and independence and without
accommodation of personal interests.

Comment: An appraiser is required to avoid any action that could be considered misleading or
fraudulent4 in particular, it is unethical for an appraiser to use or communicate a misleading or
fraudulent report or to knowingly permit an employee or other person to communicate a misleading
or fraudulent report_t

The development of an appraisal, review, or consulting service based on a hypothetical condition
is unethical unless: 1) the use of the hypothesis is clearly disclosed; 2) the assumption of the
hypothetical condition is clearly required for legal purposes, for purposes of reasonable analysia,
or for purposes of comparison and would not be misleading; and 3) the report clearly describes the
rationale for this assumption, the nature of the hypothetical condition, and ita effect on the raault
of the appraisal, review, or consulting service.

An individual appraiser employed by a group or organization which conducts itself in a manner
that does not conform to these standards should take steps that are appropriate under the
circumstances to ensure compliance with the standards.

Management

The acceptance of compensation that is contingent upon the reporting of a predetermined value or
a directionin value thatfavurs the causeof the client, the amountof thevalue estimate, the attainment
of a stipulated result, or the occurreace of a subsequent event is unethical.

The payment of undisclosed fees, commissions, or things of value in connection with the procurement
of appraisal, review, or consulting assignments is unethical.

Comment_ Disclosure of fees, commissions, or things of value connected to the procurement of em
assignment should appear in the certificatien of a written report and in any transmittal letter in
which conclusion are stated In groups ororgan melon engaged in appraisal practice, intracampartY
payments to employees for business development are not considered to be unethical. Competency,
rather than financial incentives, should be the primary basis for awarding an assignment.

' Ste Mlirery OPi-: O 9S co ye;e &t.
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=1CS PROVISION (continuer.

Management (continued)

Advertising for or solicit ing appraisal assignments in a tnarxner wh ich is false, misleading or exaggerated
is unethical.

Comment in groups or organizations engaged in appraisal practice, decisions concerning finder
or referral fees, 

co
ntingent compaasation, and advertising may not be the responsibility of an

individual appraiser, but for a partieW ar assignment, it is the responsibility of the individual
appraiser to ascertain that there has been no breach of ethiw, that the appraisal is prepared in
accordance with these Standards, and that the repo rt can be properly certified as required by
Standards Rules 2-3, 3-2, 6 .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 a disinte rested manner and would not
reasonably be perceived as performing aservicethat requires impa rt iality. This permitted contingent
Compensation must be p

ro
perly disclosed In the report.

Comment: Assignments where the appraiser is not acting in a disinterested manner are further
discussed in the General Comment to Standard 4. The prep errer of the written report of such em
assignment m

us
t certify that the compensation is contingent and must explain the basis for the

contingency in the report ( See S.R. 5-3) and in any transmittal letter in which 
co

nclusions are
stated.

Confidentiali#vt

An appraiser must protect the con fidential nature of the appraiaerclient re lationship.

Comment: An appraiser must not disclose confidential factual data obtained from a client or the
results of an asaignment prepared for a c

li
ent to anyone other than: 1) the client and persons

specifically authorized by the client; 2) such third parties m may be authorized by due process of
law; and 31 a duly authorized p rofessional peer review committee. As a comllary, it is unethical
for a member of a duly authorized professional peer review committee to disclose confidential
information or factual data presented to the committee.

Record Keeoin¢

An appraiser must prepare written records of appraisal, renew, and constting assigumenta — ltrCludtng
oral testimony and reports—and retain sueh records for a pe riod of at least five (5) years after
preparation or at least two (2) years after final disposition of any judicial proceeding in which
testimony was given, whichever period expires Imt.

Comment: Written records of assignments include true copies of written reports, written summa-
ries of oral testimony and reports (or a transcript of testimony), an data and statements required
by these Standards, and other information as may be required to support the findings and
conclusions of the appraiser. The term w ritten records also includes information stored on at"-
tmnic, magnetic, or other media. Such re cords must be made available by the appraiser when
required by due process of law or by a duly autho rized professional peer review committee,

1 See Stateceat on As2rave] Stsaduds N^QAcr 5 w tale 63.
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COMPETENCY PROVISION

Prior to accepting an assignment or entering into an agreement to perform any assignment, an
appraiser must properly Identify the problem to be addressed and have the knowledge and experience
to complete the assignment competently; or alternatively-

1.	 disclose the lack of knowledge and/or experience to theclientbefore accepting the assignment,
and

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

describe the tack oflmowledge a nd/orexperience and the steps taken to complete the eselgoment
competently to the report.

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

Although this provision requires an appraiser to identify the problem and disclose any deficiency
in competence prior to accepting an assigument, facts or conditions uncovered during the course
of an assignment could cause an appraiser to discover that he or she leeks the required knowledge
or experience to complete the assignment competently, At the point of such discovery, the appraiser
is obligated to notify the client and comply with items 2 and 3 of the provision.

The concept of competency also extends to appraisers who are requested or requited to travel to
geographic areas wherein they have no recent appraisal experience, An appraiser preparing an
appraisal in an unfam* ar location must spend sufficient time to understand the nuances of the
local market and the supply and demand factors relating to the specific property type and the
location involved. Such understanding will not be imparted solely from a consideration of specific
data such as demographics, cests, sales and rentals. The necessary understanding of local market
conditions provides the bridge between a sale and a comparable sale or a rental and a comparable
rental. Man appraiseris not in a position to spend the necessary amount of time in a market area
to obtain this understanding, allillation with a qualified local appraiser may be the appropriate
response to ensure the development of a competent appraisal.

usPAP re94 EOM-1

Pegister, April, 1994, No. 460



188	 WISCONSIN ADMINISTRATIVE CODE
Appendix

DEPARTLtRE PROVISION

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

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

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

2. the appraiser has advised the client that the assignment calls for something less than, or
different from, the work required by the specific guidelines and that the report will state the
limited or differing scope of the appraisal, renew, or consulting service.

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, 4I, 5 . 1, 63, 6. 1, 6 .3, 6 .6, 6-e, 6.7, 6 .8, T•1, 8.1, 8 .3, 9.1, 9.3, 9.5, 10.1, 10.3 and 10.5. This restriction
on departure Is reiterated throughout the document with the reminder comment: Departure from
this bindinir reauiremeat Is not permitted.

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

Van appraiser enters into an agreement to perform an appraisal service that calls for something
less than, or different from, the work that would otherwise be required by the specific appraisal
guidelines, Standards Rules 2-2(k), 6 .2fi), 8-2(h). and 10-2fh) require that this fact be dearly and
accurately set forth is the report.

The requirements of the departure provision maybe satisfied by the technique of incorporating
by refarence.	 .

For example, if an appraiser's complete file was introduced into evidence at a public bearing or
public trial and the appraiser subsequently prepared a one-page report that 11 identified the
property, 21 stated the value, and 3) stated that the value conclusion could not be properly
understood without reference to his or her complete file and directed the reader to the complete
file, the requirements of the departure provision would be satisfied if the appraises complete file
contained, in coherent form, all the data and statements that are required by the Uniform
Standards.

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

1 See Ad—rq Qpiako G-3 eo p=ee 17.
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JURISDICTIONAL EXCEPTION

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

SUPPLEMENTAL STANDARDS

These Ua3form Standards provide the common basis for all appraisal practice. Supplemental stem
lords appiicable 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 financial Institutions. Appralsers and clients must ascertain whether any Supplemental
standards in addition to these Uniform Standards apply to the assignment being considered.'

t Seathe!SpacingAdvizryOpi.*.-
O-4 as rage 58
O-9 en F.K. 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: axt estimate of value.
-adjective) of or pertaining to appraising and related functions, e.g. appraisal practice.
appraisal services.

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

Comment: These three terms are intentionally generic, and not mutually exclusive. For example,
an estimate of value maybe required as part of a review or consvlting service. The use *father
nomea*lature by an appraiser (e.g. analysis, counseling, evaluaticn, study, submission, valuation)
does not exempt an appraiser frcm adherence to these standards-

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

BUSINESS EN'T'ERPRISE: a commerc€al. industrial or service organization pursuing an economic
activity.

BUSMESS 13911M. the interests, benefits, and rights inherent in the ownership of a business
enterprise or a part thereof in any farm !including but not necessarily limited to capital stock,
partnership interests, cooperatives, sole proprietorships, options, and warrants).

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

CLTENTt 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 conclusions on diversified problems in real estate, other than estimating value.

FEASIBILITY ANALYST$: a study of the cost .beeefit relationship of as economic endeavor.

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

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

MARKET ANALYSISr a study of real estate market conditions for a specific type of property.

MARKET VALUE- Market value is the major focus of most real property appraisal assignments. Both
economic and legal definitions of market value have been developed and refined. A current economic
definition agreed upon by agencies that regulate 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 requisite to a fair sale, the buyer and seller each acting prudently and
knowledgeably, and assuming the price is not affected by undue stimulus. Implicit to 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-.

t1SPAP 1991 E(MION
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DEFINI2IONS (continuedi

NURKET VALUE; (continued)

1. buyer and seller are typically motivated;

2. both parties are well 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 is made in terms of cash in United States dollars or in terms of financial
arrangements comparable thereto; and

b, the price represents the normal consideration for the property sold unaffected by
special or creative financing or sales concessions granted by anyone associated with
the sale.

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

persons performing appraisal services that may be subject to litigation are cautioned to seek the
exact legal definition of market value in the jurisdiction is which the services are being performed.

AIASSAPPRAISAL: the process of valuing a universe of properties as of a given date utillsingstandard
methodology, employing common data, and allowing for statistical testing.

MASS APPRAI.4AL MODEL: a mathematical expression of how supply and demand factors Interaet
in a market.

PERSONAL PROPERTY: Identifiable portable and tangible objeota which are considered by the
general public as heing "personal,^ e.g. furnishings, artwork, antiques, gems and jewelry, collectibles,
machinery and equipment; all property that is not classified as real estate.

-REAL ESTATEI an identified parcel or tract of land, including improvements, if any.

REAL PROPERTY: the interests, beneSta, and rights inherent in the ownership of real estate.

Comment• In some jurisdictions, the terms real estate and real amoerty have the same legal
meaning. The separate definitions recognize the traditional distinction between the two concepts
in appraisal theory.

IMPORT' 	 communication, written or oral, of sa appraisal, review, or consulting service] the
document that is transmitted to the client upon completion of an assignment.

Comment: Most reports are written and most clients mandate written reports. Oral report guide•
tines iSee Standards Rule 24) and restrictions lSee Ethics Provision: Record Keeping) are included
to cover court testimony and other oral communications of an appraisal, review or consulting
service.

REVIEWt the not or process of critically studying a report prepared by another.

USPAP I VA EDITION
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STANDARD 1

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

Comment: Standard 1 is directed toward the substantive aspects of developing a competent
Appraisal. The requirements sex forth in Standards Rule 1 .1, the a ppraisal guidelines see forth in
Standards Rule 1-2, 1.3, 13, and the requirements set forth in Standards Rule 1 . 5 mirror the
appraisal process in the order of topics addressed and can be used by a ppraisers and the users of
appraisal services as a convenient checklist.

Standards Rule 1.1

In developing a real property appraisal, an appraiser must:

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

Comment= Departure from this bindinz requirement is not permitted. This rule recognizes that
the principle of change continues to affect the manner in which appraisers perform appraisal
services. Changes and developments in the real estate field have a substantial impact on the
appraisal profession. Important changes in the east and manner of constructing and marketing
commercial, industrial, and residential real estate and changes in the legal frame or% in which
real property rights and interests ara created, conveyed, and mortgaged have resulted in Corre-
sponding ehaages in appraisal theory, and practice. Social change has also had an effect onappraisal
theory and practice. To keep abreast of these changes and developments, the appraisal profession
is constantlyreviewing and revising appraisal methods and techniques and devising new methods
and techniques to meet new circumstances. For this reason it is not sufficient for appraisers to
simply maintain the akills and the knowledge they possess when they become appraisers. Each
appraiser must continuously improve his or her skills to remain proficient in real property
appraisal.

(b) not commit asubstantialerrorofomissionorcommisslon that sigolfleantly affectsan appraisal;

Comment Dexurture 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 a
manner that is sul$cientlydillgent to ensure that the data thatwould have a material orsignificant
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
opinions and seclusion.

(c) not render appraisal services in a careless or negligent man ger, such as a series of errors that,
considered individually, may not significantly affect the results of ea appraisal, but which,
when considered In the aggregate, would be misleading.

Comment: Departure from this binding requirement is not permitted. Perfection is impossible to
attain and competence does net require perfection. However, an appraiser must not render
appraisal services in a careless or negligent manner. This rile requires an appraiser to use due
diligence anddue 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 seriously herms
a client or a third party does not excuse such carelessness or negligence.

USAAP 1994 EDMOU
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STANDARD 1 (continued)

Standards Rule 1-2

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

(a) adequately identify the real estate,' identify the real property interest, consider the purpose
and intended use of the appraisal, consider the e xtent of the data collection process, identify
any special limiting conditions, end identify the effective date of the appraisal:

(h)	 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 p rices

(D	 In terms of cash; or
(1€)	 In terms of financial arrangements equivalent to cash; or
(1€i) its such other terms as may be precisely de fined; if an estimate of value is based on

submarket financing or financing with unusual conditions or incentives, the terms of
such financing must be clearly set forth, their contributions to or negative in

fl
uence on

value must be described and estimated, and the market data supporting the valuation
estimate must be described and explained-,

Comment: For ce rtain types of appraisal assignmen ts in which a legal de finition of market value
has been es tablished and takes precedence, the Jurisdi ctional Exception may apply to this guide
line.

When estimating market value, the appraiser should be speci
fi

c as to the estimate of exposure
time linked to the value estimate.;

(e)	 consider easements, restrictions, encumhrancea, leases, reservations, covenants, contracts,

declarations, special assessments, ordinances, or other items of a stmilar nature;

(d) consider whether sm appra ised fractional Interest, physical segment, or partial hold[ng con•
tributes pro rata to the vaiue of the whole;

Comment: This guideline does not require an appraiser to value the whole when the subject of
the appraisal is a fractional interest, a physical segment, or a partial holding. However, if the

value of the wholeis nutconsidered, theappraisal must clearly re
fl

ect thatthe value aftheproperty

being appraised cannot be used to estimate the value or the whole by mathema tical ex%ar ion.

(e) Identify and consider the effect on value ofany personal p roperty, trade fixtures or intangible

. items that are not real property but are included in the appralsaL

Comment: This guideline requi
re

s the appraiser to recognize the in clusion of items that are not

real property in as overall value estimate. Additional exper tise in personal property (See Standard

7) or business (See Standard 9) appraisal may be required to allocate the overall value to its 	 -

various components. Saparatevalua tion of such items is required when they are signi
fi

cant to the

overall value.

I See Ad.i xy OpWoo G-z M page 79.

' See Staurcaara pa Appre"vat Staaderd+ N Set 3 co pye 59 and Number 4 w p+gx 6l.
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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) consider the effect on use and value of the following factors: existing land use regulations,
reasonably probable modifications of such landuse regulations, economic demand, the physical
adaptability of the real estate, neighborhood trends, and the highest and best use of the real
estate;

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

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

Comment: This guideline may be modified to reflect the fact that, in various Iegal and practical
situations, a site may have a contributory value that differs from the value as if vacant.

Standards Rule 1.4

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

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

(b) collect, verify, analyze, and reconcilei

W	 such comparable cost data asare available to estimate the cost newoftheimprevements
(if any),

(it)	 such comparable data as are available to estimate the difference between cost new and
the present worth of the improvements (accrued depreciation);

(lit) such comparable salty data, adequately identMed and described, as are available to
indicate a value conclusion;

(iv) such comparable rental data as are available to estimate the market rental of the
property being appraised;

(v) such comparable operating expense data as are available to estimate the operating
expenses of the property being appraised;

(vi) such comparable data as are available to estimate rates of capitalization andlor rates
of dtsoount.

Comment- This rule covers the three approaches to value. See Standards Rule 2-2W for carry
spending reporting requirements.
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STA.YDARD 1 (continued)

Standards Rule 14 (continued)

(c) base projections of future rent and expenses on reasonably clear end appropriate evidence;

Comment: This guideline requires an appraiser, in deveioping in
come and expense statements

and cash flow projections, to weigh historical information and trends, current market factors
affecting such trends, and an ticipated eveots such as competition from developments under

construction-

(d) when estimating the value of a leased fee estate or a leasehold estate, consider and analyze
the effect on value, if any, of the terms and conditions of the lease(e)1

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

Comment Although the value of the whole may be equal to the au nt of the separate estates or

parts, it also may be greater then or less than the aum of such estates or parts. The
re

fo
re

, the

value of the whole must be tested by reference to appropriate market data and supported by an

appropriate analysis of such data_

A similar procedure must be followed when the value of the whole has been established and the
appraiser seeks to estimate the value of a pa rt. The value of any such part m

os
t be tested by

reference to approp riate market data and supported by an appropriate analysis of such data.

(f) consider and analyze the effect an value, uany, of anticipated public or p rivate improvements,

located on or off the site, to the extent that market actions reflect such anti cipated 1mQrovements

as of the effective appraisal dater

Comment In condemnation valuation assignments in certain jurisdictions, the JurWictional

Exception may apply to this guide lines.

(g) identifyand consider the appropriate procedures andmarket information required to perform
the appraisal, including all phyaical, functional, and external market factors as they may affect
the appraisal;

Comment The appraisal may require a complete market analysis (See Standards Rule 44).

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

examination)

(i) plans, specifications, or other documentation sufficlent to identify the scope andcharacter

of the proposed improvements;

(ti)	 evidence indicating the probable time ofcompletionof the pmPosedimp rovemental and

(iii) rwsonably clear and appropriata evidence supporting development costs, an ticipated

earnings, occupancy projections, and the anti cipated competition atthe time ofeompletion.

Cemment'Ihe evidence required to be examined and maintained under this guideline may in clude

such items es contracto r's estimates relating to 
co

st and the time required to complete construction,

market, and feasibility studies; operating cost data; and the history of re cently completed sim ilar

developments. The appraisal may require a complete feasibi lity analysis (See Standard Rule 4-6).

t ate Saurceat as Aprrsisel Stui-da h'—.be, 2 ee p¢ge 65.
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STAA'DARD 1 (continued)

Standards Rule 1-4 (continued)

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

Comment: See Standwds Rule 2 -2(k) for corresponding reporting requirements.

Standards Rule 1.5

In developing a real property appraisal, an appraiser musts

(a) consider and analyze any cur rent Agreement of Sale, option, or listing of the property being
appraised, if such information is available to the appraiser in the normal course of business;

(b) consider and analyze any prior sales of the property being appraised that occur
re

d within the
following time periadsil

6)	 one year for one • tc,4aur family residential prope rty; and
(it)	 three years for a ll other property, types;

Comment: 110 intent of ibis requirement is to encourage the research and analysis of prior sales
of the subject; the time frames cited are minimums.

(c) consider and reconcile the quality and quanti ty of data available and analyzed within the
approaches used and the applicability or suitability of the app

roaches used.

Comment: Departure from binding reouirements (a) through (o) is not permi tted See Standards
Rule 2-2(k) Comment for correspcuding reporting requirements.

^ See Adri,«y Opsaians G19n page 6S srA G-4 an page Bl.
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STANDARD 2

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

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

Standards Rule 2-1

Each written or oral real property appraisal report must:

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

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

(b) contain sufficient Information to enable the person(a) who receive or rely on the report to
understand it properly;

Comment: Departure from this binding reouirement is not permitted. A failure to observe this
rule could cause a client or other users of the report to make a serious eizor even though each
analysis, opinion, and conclusion in the report is clearly and accurately stated. To avoid this
problem and the dangers it presents to clients and other users of reports, 2.1(b) requires an
appraiser W include in each report sufficient information to enable the reader to understand it
properly. All reports, both written and oral, most clearly and accurately present the analyses,
opinions, and conclusions of the appraiser in sufficient depth and detall to address adequately the
signiticamce of the spscifit appraisal problem.

(e)	 clearly and accurately disclose any extraordinary assumption or limiting condition that directly
affects the appraisal and Indicate its impact on value.

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

Standards Rule 2.2

Each written real property appraisal report mustt

(a) identify and describe the real estate being appraised;'

(b) identify the real property interest being appraisedi

Comment on (a) and (b): These two requirements are essential elements in any report- ldentifying
the real estate can be accomplisbed by any combination of a legal description, address, map
reference, copy of a survey or map, property sketch and/or photographs. A property sketch and
photographs alse provide some description of the real estate in addition to written commants about
the physical attributes of the real estate- ldentifying 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 encumbrances.

i See A M—y Opinfm G2 m page 73.
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STANDARD 2 (con tinued)
i	 e

Standards Rule 2.2 (continuedi	 +

(cl	 state the purpose of the appraisal: 	 r	
^+
i

(d) define the value to be estimated;

(e) set fo rth the effective date of the appraisal and the date of the report;'	 p

Comment on (c),, (d) and feY. These three requ irements tali for clear disclosure to the reader of a	 !^
report the 'why, what and when' surrounding the appraisal. The purpose of the appraisal is used
geaericaliy to include both the task involved end rationale for the appraisal. Defining the value
to be estimated requires both an. appropriately re ferenced definition and any comments needed to	 j
deariyindicate to the reader how the defini tion is be ing app

li
ed (See Standards Rule 1 .2(b)].2 Tha

effective data of the appraisal establishes the context for the value es timate, while the date of the
report indicates whether tho perspec tive of the appraiseron the market conditions as of the effective
date of the appraisal was prospective, current, or ret rospective. Reitera tion of the date of the report
and the effective date of the appraisal at various stages of the report in tandem is important for	 j
the clear understanding of the reader whenever market conditions an the date of the report are
different from market conditions on the effective date of the appraisal. 	 'I

(f) describe the extent of the process of collecting, confirming, and reporting data;

Comment: This requirement is designed to protect third parties whose 
reliance on an appraisal

report may be affected by the ertant of the appraiser's investigation; i.e the process of collecting,	 4
confirming and repor

ti
ng data	 }11

(g) set fo rth all assumptions and limiting conditions that affect the analyses, opinions, and
conclusions;

Comment It is suggested that assumptions and limiting 000di ticns be grouped together in an
identified section of the report

(h) set forth the informa tion considered, the appraisal procedures followed, and the reasoning
that supports the analyses, opinions, and conalusiomi

Comment: This requirement ca
ll
s for the appraiser to summarize the data considered and the	 if

procedures that were followed. Each item must be addressed in the depth and detail required by
its significance to the appraisal. The appraiser must he terrain that sufficient informa tion is
provided so that the client, the users of the report, and the pub lic wi

ll
 understood it and wi

ll
 not

be misled or confused. The suhstantivaoontent of the report, nothasize, determine$ its compliance
with this specific reporting guideline.

(i) set forth the appraiser's oplaton of the highest and beet use of the real estate, when such an
opinion is necessary and app ropriate= {

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

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

t See Staw—w ce Appreiui Standards Hvmter d ra page 69 "','umber < au yms7 61.

= Sn Ssauscet rxi Apprw+l S taedsnd. A'umber 4 w page B6 eed n!lted Adriwry Opiaiom B•7 and 63 Da pagra b9 and Bt.
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STANDARD 2 (continued)

Standards Rule 2 .2 feDntinued)

(k1	 set forth any additional Information that may be appropriate to show compliance with, or
clearly identify and explain permitted departures from. the requirements of Standard 1:

Comment: This requirement ca11s for a wAtten appraisal repon or other written communication
concerning the res,dts of an appraisal w contain sufficient information w indicate that the
appraiser complied with the requirements of Standard 1, including the requirements governing
any permitted departures from the appraisal guidelines. The amount of detail required %ill vary
with the significance of the information to the appraisal.

Information considered and analyzed in compliance with Standards Rule 1 . 5 is significant information
that deserves comment in any report, if such information is unobtainable, comment on the efforts
undertaken by the appraiser to obtain the information is required.

(1)	 Include a sighed certification In accordance with Standards Rule 2.3.

Comment: Departure from bindinx reouirements (a) through (1) above is not permitted.

Standards Rule 2.3

Each written real property appraisal report must contain a certification that is similar in content to
the following forme

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

—	 the statements of fact contained in this report are true and correct.
— the reported analyses, opinions, and conclusions are limited only by the reported

assumptions and limiting conditions, and are my personal. unbiased professional analyses,
opinions, and conclusions.

— 1 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 invoivedL

— my compensation is not contingent upon 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 avant.

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

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

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

Comment: pepartnre from this binding requirement is not Permitted.

Standards Rule 2-4

To the extent that it is both possible and appropriate, each oral real property appraisal report
(including expert testimony) must address the substantive matters set forth in Standards Rule 2.2.

I See Adri,au Gpinlcc, C-2 ..;.r. 73 aed GS c. pn, 83-
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STANWARD 2 (continued)

Standards Rule 24 (continued)

Comment: In addition to complying with the requirements of Standards Rule 2-1, an appraiser
making an Orel report must use his or her best efforts to address each of the substan tive matters
in Standards Rule 2.2,

Testimony of an appraiser co ncerning his or her analyses, opinions, and conclusions is an oral
repo

rt
 in which the appraiser must comply with the requirements of this Standards Rule.

See Re
co

rd Keeoin¢ under the ETHICS PROVISION for corresponding requirements,

Standards Rule 24

An appraiser who signs a real p roperty appraisal repo rt prepared by another, even tinder the label
of "review appraiser", must accept full responsibility for the contents of the repo rt .[

Comment_ Departure from tMs binding requirement is not nermitted.

This requirement is directed to the employer or supervisor signing the report of an employee or

sub
co

ntractor. The employer or supervisor signing the 
re

port is as responsible as the indi vidual

p
re

paring the appraisal for the 
co

ntent and conclusions of the appraisal amd the repo rt . Using a

condi tional label nest to the signature of the employer or supervisor or signing a form report on
the line overthe words"review appraiser does not exempt that individual from adhe rence to these

standards.

This requirement does not address the responsibili ties of a review appraiser, the subject of

Standard &

L See Ad^ieorr Opiniea" w pie 83.
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STANDARD 3

In reviewing an appraisal and reporting the results of that review, a a 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.'

Comment: The function of reviewing an appraisal requires the preparation of a separate report
or a file memorandum by the appraiser performing the review setting forth the results of the
review process. Review appraisers go beyond checking for a level of completeness and consistency
in the report under review by providing comment on the content and conclusions of the report.
They may or may not have first-hand knowledge of the subject property of or data in the report.
The COXPETF.1.'CY PROVISION applies to the appraiser performing the review as well as the
appraiser who prepared the report under review.

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

Review appraisers must take appropriate steps to indicate to third parties the precise extent of
the review process. A separate report er letter is one method. Another appropriate method is a
form or check•iist prepared and signed by the appraiser conducting the review and attached to
the report under review. It is also possible that a stamped impression on the appraisal report
under review. _:gn¢d or initialed by the reviewing appraiser, may he an appropriate method for
separating the review function from the actual signing of the report. To be effective, however, the
stamp must briefly indicate the extent of the review process and refer to a file memorandum that
clearly outlines the review process conducted.

The review appraiser must exercise extreme care in clearly distinguishing between the review
process and the appraisal or consulting processes. Original workby the review appraiser may be
govemedby STANDARD 1 or STANDARD 4 rather than this standard. A misleading or fraudulent
review and/or report violates the ETHICS PROVISION.

Standards Rule 3.1

In reviewing an appraisal, an appraiser mush

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

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

(el	 form an opinion as to the completeness of the report underreview in light of the requirements
in these standards;

Comment: The review should be conducted in the contest of market conditions as of the effective
date of the opinion in the report being mviawed.

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

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

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

r See Advi—f 4piam G-6 on Foxe 67.
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STANDMM 3 (continued)

Standards Rule 3 . 1 (continued)

Comment pecarrure from binding reouirements (ai thmugh (f) above is not oermirted.	 l

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

different estimate ofvalue; and, 	 -
3,	 clearly fdentifies 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 undertaken;

(b) disclose the information that must be considered in Standards Rule 3.1 (a) and (b);

(e)	 set forth the opinions, reasons, and conclusions required in Standards Rule 3 .1 (c), (d), (e) and (D;

(d) include all ]mown pertinent information;

(e) include a signed certification similar in content to the following:

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

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

—	 the analyses, apinions, and conclusions in this review report are limited only by the
assumptions and limiting conditions stated in this review report, and are my personal,
unbiased professional analyses, opinions and conclusions. 	 -

- I have no (or the apecified) 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 is not contingent on sa action or event resulting from the analyses,
opinions, or conclusions in, or the use of, this review report.

— my analyses, opinions, and conclusions were developed and this review report was
prepared in conformity with the Uaifarm Standards of Professional Appraisal Practice.
I did not (did) personally inspect the subject property of the report under review.

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

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

r See Su,rment cn APFrslsa] Stnndudt Nusber I ea pegs d3.
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STANDARD 4

In performing real estate or real property consulting nservices. a appraiser must be aware of, tmder-
stand. and correctly employ those 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 estimating value.
Land utilization studies; highest and best use analyses; marketability, feasibility, or investment
studies; and other research-relawd studies are examples ofcoasulting assignments. An appraiser
must have the ability to develop an analysislresearcb program that is responsive to the c lient's
objective; to perform primary researeb; to gather and present secondary and tertiary data; and to
prepare a documanted written report.

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

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

Standards Rule 4-I

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

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

(b) not commit a substantial error of omission or commission that significantly affects the results
of a consulting service;

(c) not render consulting services in a careless or negtlgent manner, such ne a series of errors
that, considered iodividually,may not significantly affect the results, but which, when considered
in the aggregate, would be misleading.

Comment: Standards Rule 4-1 is identical in scope aad purpose to Standards Rule 1-1. Departure
from bindin¢ reeuirements (a). (b), and (c) is not permitted.

Standards Rule 42

In performing real estate or real property consulting services, an appraiser mus t observe the following
specific guidelines:

(a)	 clearly identify the client's objective;

t)SPAP 199J formll	 2t
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STANDARD 4 ( con tinued)

Standards Rule 4 .2 (continued)	 -	
r

(b) define the problem to be considered, de fine the purpose and intended use of the consulting 	 t
service, consider the extent of the data collection process, adequately identify the real estate
and/or property under consideration ( if any), desc ribe any special limiting conditions, and	 -
identify the effective date of the consulting service;

(c) co llect, verify, and reconcile such data as may be required to complete the consulting service;

(1)	 if the market value- of a specific property is pertinent to the consulting assignment, as
appraisal in conformance with Standard I must he included in the data collection

all pertinent information shall be included;

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

'The appraiser performing the consulting servi ce may find It necessary to retain (or suggest that
the client retain) smother appraiser to perform the appraisal.

(d) apply the appropriate consulting tools and techniques to the data collected;

(e) basa all projection on reasonably clear and appropriate evidence.

Comment A coasuiting service mustbegin with a tlear ideatiEration of the client's objective, which
tray not be explicit in the c

li
ent's statement of the assignment. The appraiser should pre cisely

define the nature of the p roblem the client faces and the purpose of the'consuiting servi ce_ If the
consulting service involves Speci fic real estate or property, the appraiser must obtain a legal
description, street address cr other means of spe cifically and adequately identifying the real estate
or property.

The appraiser must assess the overall range of work for solving the p roblem, the methodologies
to be need, and the specific research data directly relevant to the consulting servi

ce.

Standards Rule 4.3

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

(a) identify alternative courses of action to achieve the c lient's objective, and analyse their
implications;

(b) identify both known and anticipated constraints to each alternative and consider their probable
impact;

(a)	 identify the resources actually or expected to be avallable to each alternative and consider
their probable impact;

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

22	 ISSPAP 1994 EDnioH
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STANDARD 4 (continuedp

Standards Rule 4 .3 (continued)

Comment: After proper consideration of all alternative courses of action, the appraiser should
identify the optimum course of action in terms of the tHeni s objective and forecast the likelihood
it can be achieved. All conclusions must be iogieaily related to the resources available and the
constraints that may limit any ofthe. alternatives.

Standards Rule 4»4

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

(a) define and delineate the market area;

(b) identify and analyze the eurrent supply and demand conditions that make up the specific real
estate market)

(c) identify, measure, and forecast the effect of anticipated development or other changes and
future supplyl

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

Comment _ The appraiser should carefully define and delineate the pertinent market area for the
analysis. Supportive reasoning for the selection of the boundaries must be stated. The appraiser
should identify the specific classies) of real estate under consideration aad analyze the forces that
are likely to affect supply/demand relationships.

The appraiser is expected to provide a comprehensive physical and economic description of the
existing supply of spare for the specific use within the defined market area, an explanation of the
competitive position of the subject, and a fetecast of how anticipated changes in future supply
(additions to or deletions from the inventory) may affect the subject property.

The appraiser is expected to project the quantity and price or rent level of space that will be
demanded within the particular sub-market. The capture or penetration rates of competitive
Projects shouldbe examinedin sufficient detail tolead to a reasoned conciusionasto the forecasted
price or rent levels at which the market is likely to accept the Subject space and the estimated
absorption or rent-up time period.

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

OSPAP 1994 EDfMl	 23
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STANDARD 4 1cominued)

Standards Rule 4.5

In developing a cash flow andlorinvestment analysis, an appraiser must observe the followingspecific
guidelines when applieabte:•

(a)	 consider and analyze the quantity and quality of the income stream;

fb)	 consider and analyze the history of expenses and reserves;

(c) consider and analyse financing availability and terms;

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

(e) consider and analyze the cash flow returns) and reversion(s) to the specified investment
position over a projected time period(s),

Comment_ Since real estate investment decisions are predicated on financial implications, the.
consulting service should define the clients investment criteria, consider major variables in the
real estate and financial markets, and forecast the anticipated results. Definitions of the financial
indices used (such es internal rate ofrewro) and explanations of the financial analysis techniques
and computer programs employed should be included. The ETHICS PROVISION and COWE-
TENCY PROVISION are especially important to Standards Rude 4-6 wIch regard to hypothetical
conditions and technical proficiency,

Standards Rule 4-6

In developing a feasibility analysis, an appraiser must observe the following specific, guidelines when
applicable:

(a) prepare a complete market analysist

(b) apply the results of the market analysis to alternative courses of action to achieve the client`s
objective;

(i) consider and analyze the probable costs of each alternative)
(ii) consider and analyze the probability of altering any constraints to each atteraativet
(ill) consider sad analyze the probable outcome of each alternative.

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

The appraiser should compare the following criteria from the cl)ent'a project to the results of the
market analysis: the project budget fall construction costs, fees, carrying costs, and ongoing
property operating expensea); the time sequence of activities (planning, construction and market-
ing); the type and cost of financing obtainable; and cash flow forecasts over the development andlor
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
accordance with the client's explicitly defined financial objectives.

t See Swuaxat en APPI-1 Stsadaxds I+emba 2 w psp 65.
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STANDARD 5

In reporting the results of a real estate or real property consulting service. an  appraiser must
commun3eate each analysis, opinion, and conclusion in a manner that is not misleading.

Comment: Standard 6 is identical In intent and purpose to the appraisal reporting requirements
in Standard 2. An appraiser must explain logically and convincingly the reasoning that leads to
his or her conclusions. The flow of information should be orderly and progressive, leading from
the broadest to the most specific level of analysis possible. qho =-e topics most critical to the
consulting conclusions should receive the most detailed emphasis.

In many business situations involving consulting services, the role of the appraiser carries with
it an implied impstrdallty. For this reason, an appraiser must exercise extreme caution in under-
taking assignments that involve the achievement of the specific goals of a client. A dear and
complete disclosure ofthe role being performed bythe appraiser mustbe partofany ritten report
that results from the acceptance of such an assignment. The disclosure must be stated in any
letter of transmittal, statement of assumptieas and limiting conditions. and executive summary.
In this coanectlon, the appropriate use of the Certification in S.R. 53 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 6.1

Each written or oral consulting report musts

(a)	 clearly and accurately set forth the consulting service in a manner that will not be misleading;

(4)	 contain sufficient information to enable the person(s) who receive or rely on the report to
understand it properly;

(o) clearly and accurately disclose any extraordinary assumption or limiting condition that
directly affects the consulting service and indicate its impact on the final conclusion or
recommendation (irony).

Comment: Departure from binding reoulr*ments (a). (b). and (c) is not permitted. A consulting
report must be sufficiently comprehensive so the client can visualize the problem and follow the
reasoning through each step of the analytical process. It is essential that throughout the report
the data, analyses. assnmptions and tandusions 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 6.2

Each written consulting report must comply with the following specific reporting guidelinesi

(a) define the problem to be considered;

(b) state the purpose of the consulting service;

(c) identify and describe the real estate andlor 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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51.&NDARD 5 fcontinuedl

Standards Rule 5.2 Nontanued)

(f) set forth all assumptions and limiting conditions that affect the analyses, opinions, and 	 !
conclusions;

(g) set forth the information considered, the consulting procedures followed, and the reasoning
that supports the analyse g, opinions, and conclusions;

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

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

0)	 include a signed certification in accordance with Standards Rule 6.3.

Comment: She appraisermust setforth all of the assumptions and limiting conditions underwhich
the consulting service is made, and support their valldity. Specific assumptions or cmd€tiow
imposed by the client most be clearly set forth as part of the identification of the objective of the
consulting service. The appraiser must investigate the validity of such assumptions or cendWons
and give reasons for finding them realistic.

It is improper to omit any of the requirements from a consulting report transmitted to the client
without good cause. Any departure from normal procedures and the ef fect of any unusual factors
or conditions in connection with the problem must be explained. A misleading or fraudulent report
violates the E WCS PROVISION as well as this Standard.

Standards Rule 5 .3	 -

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

I certify that. to the but of my knowledge and belief-.

--	 the statements of fact contained in this report are true and correct.
-- the reported analyses, opinions, and conclusions are limited only by the reported

assumptions and limiting conditions, and are my personal, unblased professional analyses,
opinions, and conclusions.

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

-- my compensation is not (or is) contingent on an action or event reaulting from the
analyses, opinions, or conclusions €n, or the use of, this report. (If the compensation Is
contingent, the basis of such contingency must he disclosed in this certification and in
any letter of transmittal and executive summary.)

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

— I have (or have not) made a personal impection of the property (if any) that is the
subject of this report. (If more than one person signs the report, this certMeation must
clearly specify which Individuals did and which individuals did not make a personal
inspection of the property.)'

— no one provided a€gnlfleant professional assistance to the person signing this report.
(If there are exceptions, the name of each individual providing signiflcant professional
assistance must he stated.)

I See Advisory 0pNiaa G4 an past T3
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STf1MARD 5 (continued)

Standards Rule 6-3 (continued)

Comment: Deparrare from this bindine requirement is not cermiued.

Standards Rule 5-4

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

In developing a mess appraisal. an  appraiser must be aware o6 understand. and correctly employ
those generally accepted methods and techniques necessary to produce and communicate credible
appraisals.	 i

Comment: Standard 6 is directed toward the substantive aspects of developing and communicating
competent analyses, opinions, and conclusions in the appraisal of a universe of properties. Mass
appraisals are used primarily for purposes ofad valorem taxation. But depending upon the purpose
of th e appraisal and the availability of statistical data, mass appraisal procedures may also be
appropriate for the valuation of any universe of properties, but only when written reports are
made and the results of statistical testing are fully disclosed and espiained_ The reporting and
jurisdictional exceptions applicable to public mass appraisals prepared for purposes ofad valorem
taxation do not apply to mass appraisals prepared for other purposes.

Mass appraisals can be prepared with or without computer assistance and are often developed by
teams of people. The validity of mass appraisal conclusions is frequently tested or contested by
simgle,property appraisals. Single-property appraisals should conform to Standards 1 and 2 for
real property and Standards 7 and 8 for personal property. In the context of Standard 6, the terms
appraisal and mass appraisal both refer to the appraisal of a universe of properties, whether real
property, personal property, or both.

The Jurisdictional Exception on Page 6 may apply to several sections of Standard 6 because ad
valorem tax administration is subject to various state, county, and municipal laws.

Standards Role &1

In developing a mass appraisal, an appraiser must:

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

Comment: Departure from this bindimr requirement is not permitted_ Mass appraisal uses:
1. Division of tasks,
2. Standardized data collection and analysis,
3. Property specified and calibrated valuation models, and
4. Standards and measurements of the accuracy of the data collected and values produced.

This rule recognizes that the principle ofehange toatinues to affect the mannerin which appraisers
perform mess 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 cost and manner of constructing and marketing commercial, industrial,
residential, and other types of real estate;
changes in the legal framework in which real property rights and interests are created,
conveyed, mortgaged, and taxed;
corresponding changes in appraisal theory and practice; and,
social and economic changes.

To keep abreast of these changes and developments, the appraisal profession is constantly reviewing
and revising appraisal methods and techniques and devis ing new methods and techniques to meet
now circumstamtea. For this reason it is not sufficient for appraisers to simply maintain the skills
and the knowledge they possess when they become appraisers. Mass appraisers must continuously
improve their skills to remain proficient.
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STAA'DARD 6 (continued)

Standards Rule 6. 1 (continued)

(h)	 not commit a substantial error of omission or commission that Significantly affects a mass
appraisal:

Comment= Departure from this binding reauirement is not permitted. Standards Rule 6.1(bl is
identical in purpose to Standards Rule 1-1(b).

(e)	 not render a mass appraisal in a careless or negligent manner;

Comment: Deowwre from this binding reau;rement is not permitted. Standards Rule 6.14) is
identical in purpose to Standards Rule 1-1(c).

Standards Rule &2

In developing amass appraisal, an appraiser must observe the following specific appraisal guidelines:

(a) consider the purpose and intended use of the appraisal;

(b) identify any speciallimiting conditions:

Comment: Although appraisers in ad valorem taxation should not he held accountable for limita-
tions beyond their control, they are required by this guideline to identify cost constraints and to
take appropriate steps to sefere sufficient funding to produce appraisals that comply with these
standards.	 'o

Expenditure levels for assessment admire -ssmwtion are a function of a number of factors. Fiscal
constraints may impact data completeness and accuracy, valuation methods, and valuation accu-
racy. While appraisers ahould seek adequate funding and disclose the impact of fiscal constraints
on the mass appraisal process, they are not responsible for constraints beyond their control.

(e)	 identify the effective date of the appraisal;

(d) 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:

(s)	 in terms of cash; or
(u)	 in terms of financial arrangements equivalent to cash; or
Mai in such other terms as may be precisely defined; if an estimate of value is based on

below-market financing or financing with unusual conditions or incentives, the terms
of such financing must be clearly set forth, their contributions to or negative influence
on value must be described an. des  time ted, and the market data supporting the valuation
estimate must be described and explained;

Comment: For certain types of appraisal assignments in which a legal definition of market value
has been established and takes precedence, the Jurisdictional Exception may apply.

(e) identify the real estate and personal property, as applicable;

Comment: Ile ;;diverse of properties should be identified in general terms and each individual
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 fcoatinuedl

Standards Rule 6 . 2 (continued)	 -	
f

(f) in appraising real prope rty:	 t

(1)	 identify and consider any pe rsonal property, tradefartures. or intangible items that are
not real p

ro
perty but are included in the appraisal;

Comment: This guideline requires the appraiser to recognize the inclusion of items that are not
real property in the overa

ll
 value estimate. Erpemise in personal p roperty ( see Standard 7) or

business Nee Standard 9) appraisal may be required to allocate each overa ll value to its various
components. Separate valuation of such items is required when they ere significant to the overall
value.

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

Comment: This guideline does not require the appraiser to value the whale when the subject of
the appraisal is a physical segment. However, if the value of the whole is not considered, the
appraisal must clearly recognize that the value of the property being appraised cannot be used to
estimate the value of the whole by mathema tical extension_

(g) identify the property iat4mm(s);

(i}	 camiderltnoww easements, restrletioaa,ex.-^drrantes, leases, reservations, covenants,
contmcta, declarations, speeial ^ents, o.. :aancea, or other items of similar natu re;

(ii)	 consider whether an appraised fractional In .,rent or partial holding contributes pro

rata to the value of the whole;

Comment: This guideline does not requi re the appraiser to value the whole when the subject of
the appraisal is it fmctioaal interest or a par tial holding. However, if the value of the whole is not
considered, the appraisal must clearly reflectthat the value of the proper ty be ing appraised caanot
be used to estimate the value of the whole by mathematical extensio n.

(h) is appraising real p roperty, consider the effect on use and value of the fallowing factoras
existing land•use regulations, reasonably p robable modMea Boas of auc h regulations, economic
supply and demand, the physical adaptability of the p roperty, neighborhood trends, and the
highest and beat use of the p roperty; and

Comment: This guide
li

ne seta forth a list of factors that a
ff

ect use and value. In considering
neighborhood trends, an appraiser must avoid stereotyped or biased assumptions relating to race,
age, color, gender, or national o rigin or an assumption that race, ethnic, orreligiow homogeneity,
is necessary to maximize value in a neighborhood. Further, an appraiser must avoid making an
unsupported assumption or p remise about neighborhood decline, effective age, 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 appraisal problem.

(i) recognize that land is appraised as though vacant aad available for development to its highest
and best we and that the appraisal of imp rovements is based on their actual contribution to
the site.

Comment: This guideline may be modi fied to reflect the fact that, in various market situations, a
site may have a contributory value that di ffers from the value as if vacant.
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STAADAhl) 6 (continued)

Standards Rule 6.3

in developing a mass appraisal, an appraiser must:

(a) identify and consider the appropriatepro edures and market information required to perform
the appraisal, includingall physical, functional. sndextemal market factors as theymay affect
the appraisal;

Comment: Such efforts customarily include the development cf standardized data collection forms,
procedures, and training materials which are used uniformly on the universe of_properties under
consideration.

(b) employ generally accepted techniques for specifying property valuation models; and

Comment: The formal development of a model in a statement or equation is tailed model spedfi.
cation. Hass appraisers must develop mathematical models that, with reasonable accuracy, rep-
resent therelationship between property value and supply and demand factors, as represented by
quantitative and qualitative property characteristics. The models may be specified using the cost,
sales comparison, or income approaches to value. The specification format may be tabular, math-
ematical, linear, non•linsar, or any other structure suitable for representing the relationship
between market value end observable propertycharacteristics. The appropriate approaches should
be used in appraising a class of properties. The concepts of accepted techniques apply to bath real
and personal property valuation models.

(c) employ generally accepted techniques for calibrating mass appraisal models.

Camraent: Departure from bindinereouirements (a) through (c) is not Perm)ttad. Calibration refers
to the process of analyzing sets of property and market data to determine the spedfic parameters
of s, model. The table entries in a cost manual are examples of calibrated parameters, e.a well as
the toefiicients in a linear or non-linear model. Models should be calibrated using generally
accepted techniques, including, butnot limited to, multiple linearregmssian, nan•linear regression,
and adaptive estimation-

Standards Rule 64

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

(a)	 collect, verify, analyze, and reconcile such data as era necessary and appropriate tot

(l)	 estimate cost now of the improvements;
(ii)	 estimate accrued depreeiationt
(lip estimate value by sales of comparable properties;
(iv)	 estimate value by capitaliiation of income. i.e. rentals, expenses, interest rates, capi tal

-ization rates and vacancy data.
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ST&NDARD 6 (continued)

Standards Rule 64 (continued)

Comment: This rule requires appraisers engaged in mass appraisal to take reasonable steps to
ensure that the quantity and quality of the factual data that are collected are sufficient to produce
credible appraisals. For real property, systems for routinely collecting and maintaining onaership,
geograpldc, sales. income and expense, cost, and property characteristics data should be estab-
lished. Gsograpb!cdata should be contained in acomplece set ofcadastral maps compiledaccording
to current standards ofdetail and accuracy. Sales data should be collected. confirmed, screened,
adjusted, and filed according to current standards of practice. The sales file should contain, for
each sale, property characteristics data that are contemporaneous with the date of sale. Property
characteristics data should be appropriate to the mass appraisal models being used- Tba property
characteristics data file should contain data contemporaneous with the date of appraisal. It may
contain historical data on sales. The data collection program should incorporate a quality conrml
program, including checks and audits of the data to ensure current and consistent records.

(b) 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 developing income sad expense statements
and cash flow projections, to weigh historical information and trends. current market factors
affecting such treads, and reasonably anticipated events, such as competition from developments
either planned or trader construction.

(c) consider and analyze terms and conditions of any available leases.

(d) consider the need for and:extent of any physical inspection.

Standards Rule 6-5

In applying a calibrated mass appraisal model an appraiser must:

(a) value improved parcels by accepted methods or techniques based on the cost approach, the
sales comparison approach, and Income approach, as applicable;

(b) value sites by generally accepted methods or teohniquesl such techniques include but are not
limited to the sales comparison approach, allocation method, abstraction method, capitalization
of ground rent, and land residual technique,-

(c) when estimating the value of a leased 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 be required by rules or law to appraise the
property as if in fee simple, as though unencumbered by existing losses. in ouch cases. market
rent would be used in the appraisal, ignoring the effect of the individual, actual contract rents.

(d) consider and analyze theeffect on value, itany, oftheassemblagoofthevariousparcets,divided
Interests, or component parts of a property; the value of the whole should not be estimated by
adding together the individual values of the various parcels, divided interests, or component
parks: and

Comment. When the value of the whole has been established and the appraiser seeks to estimate
the value o€a part, the value of any such part must be tested by reference to appropriate market
data and supported by an appropriate analysis of such data
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STANDARD 6 (continuedl

Standards Rule 6.5 (continued)

(e) consider andanalyze the effect on value, ifany, of anticipated public orprivate 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 improvementsonly after examining
and having available for future examination;

(i)	 plans, specifications, or other documentation sufficient to identify the scope and
character of the proposed improvements,

GO	 evidence indicating the probable time efcompletion ofthe proposed improvements; and
Mi) reasonably clear and appropriate evidence supporting development costs, anticipated

earnings, occupancy projections, and the anticipated competition at the time of
completion.

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

Standards Rule"

In reconciling a mass appraisal an appraiser must.

(a) consider and reconcile the tiuslity and quantity of data available and analyzed within the
approaches used and the applicability or sultabillty of the approaches used; and

(b) employ generally accepted mass appraisal testing procedures and techniques to ensure that
standamis of accuracy are maintained.

Comment: Departure from binding reouirements (a) and (b)is not permitted. It Is implicit in mass
appraisal that, even when properly specified and calibrated mass appraisal models are used, some
individual value estimates will not meet standards of reasonableness, consistency, and accuracy.
However, appraisers engaged in mass appraisal have a professional respons[10tyto ensure that,
on an overall basis, models produce value estimates that meek attainable standards of accuracy.
This responsibility requires appraisers to eva€uata the performance of models, using techniques
including, but not limited to, goodness-0f-fit statistics, holdout samples, ex al}ils of residuals, and
appraisal-to-sale ratio data.'Ihey also should review individual value estimates before they are used.

Standards Rule fr7

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

Documentation for a mass appraisal for ad valorem taxation maybe in the form of (1) property records
(2) reports, (8) manuals, (4) regulations, (5) statutes, and (6) other acceptable forms.

Each written report of a mass appraisal for any purpose other than ad valorem tazat€on musts

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

(S)	 contain sufficient information to enable the person(s) who receive or rely on the report to
understand it properly;
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STANDARD 6 (continued)

Standards Rude 64 (coat€nut,0

(C)	 clearly and accurately disclose any exrra ordinary assumptions or limiting condition that 	 i
directly affects the appraisal and indicate its impact on value.

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

(a) state the purpose and intended use of the appraisal;

(b) disclose any assumptions or limiting conditions that result in deviation from generally
accepted methods and techniques or that affect analyses, opinions, and conclusions;

Comment: One Urnicing condition that most be disclosed is whether or not anyphysical inspection
was made.

(o)	 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 nat stated, is presumed
to be contemporaneous with the data and appraisal conclusions.

(d) define the value to he estimated;

(e) identify the properties appraised including the property rights;

Comment: The report should document the sources for Ideating, describing, and llstingtbo property.
When applicable, include references tolegal descriptions, addresses, parcel identifiers, photos, and
building sketches. In mess appraisal this information is often included in property records. When
the property tights to be appraised are specified in a statute or court ruling, the law should be
referenced.

(f) describe andjusttfy the model specifieationis) considered, data requirements, and the models
chosen;

Commenu The user and affected parties must have confidence that the process and procedures
used conform to accepted methods and resuit in credible value estimates. In the case of mass
appraisal for ad valorem taxation, stability and accuracy are important to the credibility of value
estimates. The summary report should include a discussion of the rationale for each model, the
calibration techniques to W used, and the performance measures to be used_

(g) describe the procedure for collecting, validating, and reporting Bata;

Comment: The summary report should describe the sources of data and the data collection and
validation prou"es. Reference to detailed data collection manuals should be made, including
when they may be found for inspection.

(h) describe 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 (continuedh

Standards Rule 6.7 (continued)

(1)	 in the case of real property, discuss how highest and hest use was determined:

Comment The mass appraisal summary re port should reference case law, statute or public policy
that describes highest and best use requirements. When actual use is the requirement, the report
should discuss how use-values were estimated.

(1)	 identify the appmisai performance tests used and setforth the performance measures attained;

(k)	 provide any additional information necessary to more fully explain the appraisal including
departures permitted by the Departure Provision= and

(1) contain a 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 valorem taxation) and for mass appraisals prepared far other purposes, contain a signed
certification in accordance with Standards Rule 6&

Comment: Departure from binding requirements (a) through O1 is not cermitted -

Standards Rule &S

Each written mass appraisal for purposes other than ad valorem taxation must contain a signed
certification that is similar in content to the following form,

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

the statements offset contained in this report are true and correct.
-- the reported analyses, opinions, and conclusions are limited only by the reported

assumptions and limiting conditions, and are my personal, unbiased professional analyses,
opinions, and conclusions.

— I have no (or the specified) present or prospective interest in the property that is the
subject of this report, and I have no (or the specified) personal interest or blas with
respect to the parties involved,
my compensation Es not contingent upon 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, opinions, and conciusioaa :rare devetoped. and this report bas been
prepared, in conformity with the Uniform, Standards of Professional Appraisal Practice.
I have (or have not) made a personal inspection of the property that is the subject of
this report. (If more than one person signs the report, this certification must clearly
specify which individuals did and which tntllviduals did not make a personal inspection
of the appraised propertyJt
no 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.
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STANDARD 7

In developing a personal property appraisal. a.n appraiser must he aware of, understand, and correctly	 j

employ those recognized methods and techniques that are necessary to produce a credible appraisal

Comment: Standard 7 is direc ted toward the same substantive aspe cts set fo rth in Standard I,	 t
but addresses the appraisal of personal property.

Standards Rule 7.1
I

In developing a personal property appraisal, an appraiser mush

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

Comment: Departure from this binding tenuirement is not permitted. 'Phi s. rule recognizes that
the p rinciple of change continues to affect the manner in which appraisers perform appraisal
services. Changes and developments in personal p roperty practi ce have a substantial Impact upon
the appraisal profession_ Important changes in the cost and manner of p

ro
ducing and marketing

personal p roperty and changes in the legal framework in which proper ty rights and interests are
created, conveyed, and financed have resulted in corresponding changes in appraisal theo ry and
practice. Social change has also had an effect on appraisal theory and practice. To keep abreast
of these changes and developments, the appraisal profession reviews and revises appraisal methods
and techniques and devises methods and techniques to meet now circumstan ces. For this reason,	 f
it is not sufficient for appraisers to simply maintain the skills and the knowledge they possess
when they become appraisers. Each appraiser must con tinuously imp rove his or her skills to	 j
remain profi cient in personal property appraisal_

(b) not commit a substantial er or ofomission or commission that significantlyaffects an appraisal; 	 ^I

Comment: De arture from this binding requirement is not permitted. In performing appraisal	 1
servi ces an appraiser must be certain that the gathering of factual informa tion is conducted in a	 I
manner that is suftidently diligent to ensure thatthe data that would have a material orsigni ficant	 ^1
effect on the resulting opinions or con clusions are considered. Further, an appraiser must use
sufficient care in anelyzing such data to avoid er rors that would significantly affect his or her	 '1
opinio

ns
 and conclusions.

(c) not render appraisal services in a careless or neg
li

gent manner, such as a series of errors that,	 1'
considered Individually, may not significantly affect the results of an appraisal, but which,	

illlwhen considered in the aggregate, would be misleading.

Comment: Departure from this binding requirement is not permitted. Perfec
ti

on is impossible to
attain and competence does not require perfection. However, an appraiser must not render	 }
appraisal servi ces in a careless or negligent manner. This rule requires an appraiser to use due	 J
dillgence anddue care. The fattthat the carelessnesa or neg ligence of an appraiser has not caused
an error that significantly affects his or her opinio ns or conclusions and thereby seriously harms
a c lient or third party does not ezmse such carelessness or neg ligence .	 }
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STANDARD 7 (continuedi

Standards Rule 7.2

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) 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
property should accurately describe property as understood within its market.

(b) define the purpose and intended use oftheappraisal,including all general andspecific limiting
conditions;

(c)	 Identify the effective date of the appraisal[

(d)	 select and define the value to be considered consistent with the purpose of the appraisail

Comment: ifthe valueto be estimatedis market value, the appraibermust dearly indicatewhether
the estimate is the most probable price:
1. in terms of cub • or
2. in terms of financial arrangements equivalent to cash; or
3. in such other terms as may be precisely defined:  if an estimate of value is based on submarket

financing or financing with unusual conditions or incentives, the terms of such financing must be
dearly set forth, the ir contributions to or negative influence on value must be described end
estimated, and the market data supporting the valuation estimate must be described and
explained;

(e)	 collect, verify, analyze and reconcile such data as etre available, adequately identified and
described, to indicate a value conclusion;

(f)	 value the property by an appropriate appraisal method or technique;

(g)	 all pertinent information ba items (a) through (f) above aball be used in the development of a
personal property appraisal-

Standards Rule 7.3

In developing a persona) property appraisal, an appraiser must consider the purpose and intended
use of the appraisal and observe the following 6pecifie appraisal guidelines:

(a) consider the effect of highest and beat use by measuring and analyzing the current use and
alternative uses to eneompasa what Is profitable, possible, legal and physically possible, as
relevant to the purpose and intended use of the appraisal;

(b) personal property has several meaaurable marketplaces, and the appraiser musk identify,
define, and analyze the appropriate market consistent with the purpose of the appraisal;

Comment: The appraiser must recognize that there are distinct levels of trade and each may have
Its own market value. For example, a property may have distinct value at a wholesale level of
trade, a retail level of trade, or a value undervarying auction conditions. Therefore, the appraiser
must consider the subject property within the correct market conterL

(c) consider the marketconditions at the time of the valuation including market accepLablllty of
the property as well as supply, demand, scarcity or rarity;

U	
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STAINDARD 7 (continued)

Standards Rule 7 .3 (continued)

(d) consider a suHiolent quantity of data and any prior sales of the subject tvitbin a suwicieat
period of occurrence to reach as appropriate estimate of value:

(e) consider the cost, income, and sales comparison approaches and their degree of applicability
in the valuation of personal property. The selection of valuation approaches to be usedshould
be based on the availability of data end the purpose of the appraisal(

(f) consider the effects on value caused by attributes such as condition. style, quality, manufacturer,
author, materials, origin, age, provenance, alterations and restorations;

(g) identify any real estate, real property, trade fixtures or intangible items that are not personal
property but are included in the appraisal.

Comment: Additional erperdse in real property (see Standard 1) or business (see Standard 9)
appraisal may be required in valuation assignments that involve more than personal property.

(b)	 all pertinent information in items (a) through (f) above shall be used in the development of a
personal property appraisal.
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STANDAR0 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 misleading.

Standards Rule 8.1

Each written or oral personal property appraisal report must:

(a) clearly and accurately set forth the appraisal in a manner that will not he misleadingi

Comment: Departure fiym this binding reauirement is not permitted. Since most reports are used
and relied upon by third parties, communications considered adequate by the appraiser's client
may not be sufficient. An appraiser must take extreme care temake certain that his or her reports
will not be misleading to various users of the appraisal report.

(b) contain suffitient information to enable The person(s) who receive or rely on the report to
understand It properly;

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

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

Comment: Departure from this binding recuirement is not permitted. Third party use of an
appraisal is subject to the defined purposa and intended use of an appraisal, including assumptions
and limiting conditions. In a written report, the disclosure would be required in canjuaction with
statements of each opinion or conclusion that is affected.

Standards Rule 8.1

Each written personal property appraisal report musk comply with the following specific reporting
guidelines by providing or Including:

(a) descriptive identification of the personal property being appralaecil

(b) identification of the ownership interest being appraised,

Comment an (a) sad (bl: These two guidelines are essential elements in any report. Identifying
the property rights being appraised requires a direct statement substantiated a9 needed setting
faith any known encumbrances.

(c) a statement of the purpose and intended use of the appraisal;

(d) a definition of the value being considered that is consistent with the purpose of the appraisal;
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STA—NDARD S (continued)

Standards Rule 8 .2 (continued)

(e) the effective date of the appraisal and the date of the report;

Comment on id. W. and fe): These three guidelines require clear disclosure to the reader of a
report setting forth the -why, what and when' Surrounding the appraisal. The purpose of the
appraisal's used generically to include both the task involved and the rationale for the appraisal
(purpose and intended use). defining the value to be estimated requires both an appropriately
referenced definition and any comments needed to clearly indicate to the reader how the defrnitian
is being applied (See Standards Rule 7 .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 as of the effective date of the appraisal was prospective, current,
or retrospective. Reiteration of the date of the report and the effective date of the appraisal at
various stages in the report is important for clarity.

(f) a description of the extent of the process of collecting, confirming, and reporting datal

Commanu This guideline is intended to provide the reader with an understanding of the appraisal
process and protect third parties whose reliance on an appraisal report may be affected by the
appraiser's investigation; i.e., the process of collecting, confirming and repotting data-

(g) all assumptfons and limiting conditions that affect the analyses, opinions, conclusions and
valuations;

(h) the information considered the appraisal procedures followed, and the reasoning that supports
the analyses, opinion,*, conclusions and valuations;

Comment: This guideline calls for the appraiser to summarize the data considered and the
procedures that were followed. The appraiser must be certain that these points ors covered in
sufficient depth and doted so that the client, and the various users of the appraisal report, will
underatand it and will not be misled or confused. The substantive content of the report, mot its
size, determines its compliance with this specific reporting guideline.

(1) where appropriate. comparable sides data, auction results, offers fromreputable firms orother
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 Seeping.)

(j) where appropriate, an explanation and support of the analysis of the highest and heat use;

(k) where appropriate, an explanation and support of the analysis of the appropriaie market-,

(1)	 n t explanation and support of the exclusion of any of the usual valuation approacheei

(m) any additional information that may be appropriate to show compliance with, or clearly
identify and explain permitted departures from, the requirements of Standard 7.

(n) a signed certification in accordance with Standards Rule S-3.
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STANDARD a icontinued)

Standards Rule 9-3

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 belief:

—	 the statements of fact contained in this report are true and correct.
— the reported analyses, opinions, and conclusions are limited only by the reported

assumptions and limiting conditions, and are my persona), unbiased professional analyses,
op"ons, 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 is not contingent upon 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, opinions, and conclusions were developed, and this report has been pm-
pared. in conformity with the Uniform Standards of Professional Appraisal Practice.

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

—	 no 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: Deaarture from this binding requirement is not permitted-

Standards Rule 8-4

To the extent that it Is both possible And appropriate, each oral personal property appraisal report
(including expert testimony) roust address the substantive matters set forth in Standards Rule 8.2
end state conformity with Standards Rule 83.

Standards Rule 8.6

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

Comment: Departure from this bindine requirement is not permitted.

This requirement is directed to the employer or supervisor signing the report ofan employee or
subcontractor. The employer or supervisor signing the report is as responsible as the individual
preparing the appraisal for the content and conclusions of the appraisal and the report. Using a
conditional label next to the signature of the employer or supervisor or signing a form report on
the line over the words 'review appraiser doss not exempt thatindividual from adherence 0 these
standards.

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

In developing a business or intangible asset appraisal. an  appraiser must be aware of, understand.
and correctly employ those reeognized methods and procedures that are necessary to produce a 	 ^-
credible appraisal.

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

Standards Rule 9.1

In developing a business or Intangible asset appraisal, an appraiser must:

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

Comment: Departure from this binding requirement is not permitted. Changes and developments
in the economy and in investment theory have a substantial impact on the business appraisal
profession- Important changes in the 

fi
nancial arena, securities regulation, tax law and major new	 -

oourt decisions may result in corresponding changes €n business appraisal p ractice.

(b) noteommilasubstantialerrarofomiks€onorcommission that significantly affects as appraisal;

Comment: Departure from this binding requirement is not permitted. In performing appraisal
services an appraiser must be certain that the gathering of factuai informa tion is candocted in a
manner that is sufficiently diligent to reasonably ensure that the data that would have amate rial
or significant effect on the resultittgopinipns or conclusions are considered. Further, an appraiser
must use su fficient care in analyzing such data to avoid errors that would significantly affect his
or her opinions and conclusions.

(c) not render appraisal services in a careless or negligent manner, such as a series of errors that,
considered individua

ll
y, may not significantly affect the results of an appraisal, but which,	 j

when conside red in the aggregate, would be . -, •eading.	 !`

Comment: Departure from this binding requirement is not Permitted. Perfection is impossible to
attain and competence does act require perfection. However, an appraiser must not render 	 1'
appraisal services in a careless or negligent manner. This rule requires an apprah ar to use di li gence	 +
and care. The fact that the carelessness or neg

li
gence of an appraiser has not caused an er

ro
r that

signi ficantly affects his or her opinions or conclusions and thereby seriously harms a client does
not excuse such carelessness or negligence.

Standards Rule 9.2

Indeveiopings businessor intangibleasset appraisal, anappraiaermustobserve the followingspecific
appraisal guldelfness	 }

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

(b) define the value being conside red.
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STANDARD 9 feentinued3

Standards Rule 9 .2 (continued]

M ifthe appraisal concerns a business enterprise or equity interests, consider any buyseli
agreements, investment letter stock restrictions. restrictive corporate charter or part•
nership agreement clauses, and anv similar features or factors that may have an influence
on value.

(ti)	 if the appraisal concerns assets, the appraiser must consider whether the assets are:
il) 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 valuation is acquisition or replacement, continued use in place, or
liquidation.

(iD)	 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 attention should be paid to the attributes of the interest being appraised
including the rights and benefits o£ownership. The elements of control in a given situation may
be affected by law, distribution of o%mership interests, contractual rs iationships, and many other
factors. As a consequence, the degree of coatroi or lack of it depends on a broad variety of facts
and circumstances wbichmustbe evaluated in the specific situation Equity interestsin a business
enterprise are not necsi arily worth the prorate share of thabusiness enterprisevalue as awbole.

Conversely, if the value of the whole is not considered, the value of the business enterprise is not
necessarily a direct mathematical extension of the value of the fractional 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 husineas
enterprise may have a hlgher value in liquidation tltan for continued operation as a going concern
absent contrary provisions of law of a competent jurisdiction. If tiquidation is the indicated baals of
valuation, any real estate or personal property to be liquidated must be valued under the appropriate
standard.

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

Standards Rule 9.4

Indeveloping abusiness orintangibleasset appraisal, an appraiser mustobserve thefollowingspecific
appraisal guidelines when applicable:

(a) consider all appropriate valuation methods and procedures,

(b) collect and analyze relevant data regarding:
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STANDARD a fcontlaued)

Standards Rule 94 (continued)

T	 the nature and history of the business; 	 l
iii)	 financial and economic conditions affecting the business enterprise, its industry, and

the general economy;
liti)	 past results, current operations, and future peospeots of the business enterprise;
liv)	 past sales ofcapital stock or other ownership interests in the business enterprise being

appraisedt
(v) sales afsimilar businesses or capital stock of publicly held similar businesses;
(vi) prices, terms, and conditions affecting past sales of similar 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 securities of the business itself or similar businesses
for which sufficient informatiea is avadabla should else be considered.

In certain circumstances, the business appraiser may ste p collect and analyze data regarding
functional and/or economic utility or obsolescence of the business assets.

Economic obsolescence is a major consideration when assts are wasidemd as parts of a going
concern. It may also be one of the criteria in deciding that liquidation is the appropriate premise
for valuation,

Standards Rule B-S

In developing a business or intangible asset appraisal, an appraiser mush

(a) select and employ one or more approaches that apply to the specific appraisal assignments.

Comment: This rule requires the appraiser to use all relevant approaches for which sufficient
reliable data are availahle. However, it does net mean that the appraiser must use all approaches
in order to comply with the rule if certain approaches are not applicable.

(b) consider and reconcile the indications of value resulting from the various approaches toarrive
at the value conclusion.

Comment: Departure from this binding repuirement is not permitted. The appraiser must evaluate
the relative reliability of the various indications of value. 71a appraiser should consider quality
and quantity of data leading to each of the indications of value. The value conclusion is the result
of the appraiser's judgment and not necessarily the result of a mathematical process.
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STANDARD l0

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

Standards Rule 10.1

Each written or oral business or intangible asset appraisal report musts

(a) clearly sad accurately set forth the appraisal la a manner that will not be misleading.

Comment_ Departure from this binding requirement is not nermftted.

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

Comment. Departure from this binding requirement is not permitted. Any specific limiting con-
ditions should be noted in the engagement letteras well as in the report itself. A failure to observe
this rule could cause the intended users of the report to make a serious error even though each
analysis, opinion, and conclusion in the report is clearly and accurately stated.

(a)	 clearly and accurately disclose any extraordinary assumption that directly effects the
appraisal and indicate its impact on value.

Comment Departure from this binding requirement is not permitted. This rule requires a clear
and accurate disclosure of any extraordinary assumptions or conditions that directly affect an
analysis, opinion, or conclusion. Examples of such extraordinary assumptions or conditions might
include items such as the execution of a pending lease agreement, atypical 6nendng, infusion of
additional working capital or making other capital additions, or compliance with regulatory
authority rules. The report should indicate whether the extraordinary assumption or condition
bas a positive, negative or neutral impart on value.

Standards Rule 10.2

Each written business or intangible suet appraisal report must comply with the following Specific
reporting guideliaesr

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

(b) state the purpose and intended use of the appraisal.

(a)	 defitte the value to be estimated.

(d) sat forth the effective date of the appraisal and the date of the report.

Comment it the apprafsal 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 shares of common or preferred stock. The purpose may be to express an opinion of value but
the intended use of the appraisal must also be atated.

The report date is when the repartis submitted; the appraisal date or date of value is the effective
date of the value conclusion.

(e) describe the extent of the appraisal process employed;

(f) set forth allasnkmptiow and limiting conditions that affect the analyses, opinions, and conclusions.
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Si;4NDA'RD 10 (continued)

Standards Rule 10.2 (continued)

(g) set forth the information considered the appraisal procedures followed, and the reasoning
that supports the analyses, opinions and Conclusions.

(h) set forth any additional information that may be appropriate to show compliance with, or
clearly identify and explain permitted departures from, the requirements of Standard 8.

(i) set forth the rationale for the valuation methods and procedures considered and employed.

0)	 include a certification in accordance with &R. 10.3,

Standards Rule 10.3

Each written business or intangible asset appraisal report must contain a certification that is similar
in content to the followings

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

the statements of fact contained in this report are true and correct.
the reported analyses, opinions, and conclusions are limited only by the reported
assumptions and fimiting conditions, and are my personal, unhiased professional analyses,
opinions, and concluaions,
I have no (or the specified) present or prospective interest in the property that is the
"bleat of this report, and I have no (or the specified) persona) interest or bias with
respect to the parties involved.

—

	

	 my compensation is not contingent on an action or event resulting from the analyses,
opinlona, or conclusions In, or the use of, this report.

—	 my analyses, apintans, and conclusions were developed, snd this report has been pre-
pored, Inconformity with the Uniform Standards of Professional Appralsal Practice.

—	 no one provided significant professional assistanceto the person n ignbeg this report.
(If there arc exceptions, the name of each individual providing significant professional
assistance must be stated.)

Comment Deaarh r from this hindfnr requirement is not eermltted.

Standards Rule 10.4

To the extent that it 1s both possible and appropriate, each oral business or intangible asset appraisal
report (including expert testimony) must address the substantive matteraset forth in Standards Rule
10.2 and state conformity with Standards Rule 10.3.

Standards Rule 10.6

An appraiser who signs a business or intangible susat appraisal report prepared by another, even
under the label 'review appraiser", must accept full responsibility for the contents of this report.

Comment: Deoarture from this bindinsreguirement is not wroitted. This requirement iadirctted
to the employer or supervisor signing the report of an employee or subcontractor. The employer
or supervisor signing the report is as responsible as the individual prepar'sngthe appraisal for the
content and conclusions of the appraisal and the report. Using a conditional label next to the
signature of the employer or supervisor or signing a form report on the line over the words `review
appraiser does not exempt that individual from adherence to these Standards.

Ms requirement does not address the r repo mbMtka of a review appraiser, the subjoct of Standard S.
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ORIGIN AND HISTORY OF THE
UNIFORM STANDARDS OF PROFESSIONAL. APPRAISAL

PRACTICE

These standards are based on the original Uniform Standards of Professionel Appraisal Practice devebped
in 1986.97 by the Ad Hoc Commlttee on Uniform Standards and copyrighted in 1967 by The Appraise" Foundation.
Prior to the establish- at of the ASB In 1989, the USPAP had been adapted by major appraisal organixatiotu in
North America and became recognized throughout the United States as the generally accepted dandards of
appraisal practice.

At its organizational meeting on January 30, 1989, the ASB una±.l, aualy appm-ed and adopted the odgiael
USPAP as the initial appraisal standards promulgated by the ABB. These standards may be altered, amended,
interpreted, supplemented, or repeaiedby the ASB after exposure to the appraisal profession, users of appraisal
services and the public in accordance with established rules of procedure.

Effective Date of Original Uniform Standards: 	 April 27, ]987

Amendments by the Appraisal Standards Board to Date:

Ethics ProvisionDecember 4, 1989
Preamble through Standard 2	 April 20, 1990
Standards 8, 4 and 6	 June 6, IM
Standard 6	 September 10, 1091
Standards 7 and 8	 March 3, 1992
Standards 9 end IO	 Septav&z Is, 1092
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