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Appendix I

UNIFORM STANDARDS OF PROFESSIONAL
APPRAISAL PRACTICE

The Uniform Standards of Professional Appraisal Practice
("USPAP") Copyright (c) 1995 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 on
appraisal standards) are available from the Appraisal Foundation, 1029
Vermont Avenue, N.W., Suite 900, Washington, D.C. 20005, (202) 347-
7722.
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UNIFORM STANDARDS OF PROFESSIONAL APPRAISAL PRACTICE

as promulgated by the
Appra€sst Standards Board of

The Appraisal Foundation

PREAMBLE

It is essential that a professional appraiser arrive at and communicate his or her analyses, opinions,
and advice in a roamer that will he meaningful to the client and will not be misleading In the
marketplace. These Uniform Standards of Professional Appraisal Practice reflect the current stan-
lords of the appraisal profession.

The Importance of the role of the appraiser places ethical obligations on those who serve In this
capacity. These Standards include explanatory comments and begin with an Ethics Provision setting
forth the requirements for integrity, objectivity, independent judgment, and ethical conduct. In
addition, these Standards include a Competency Provision which pineea ao inmedlate responsibility
on the appraiser prior to acceptance of an asslgnroent.'Ihe 8 iandarcla contein binding requirements,
as well as specific guidelines to which a Departure Provision may apply under certain limited
conditions. Deftaitlona applicable to these Standards are also included.

These Standards deal with the procedures to be followed in performing an appraised, review or
consulting service and the manner in which an appraisal, review or consulting service Is eammunt.
Gated. Standards 1 and 2 relato to the development and communication of a real property appraisal.
Standard 3 establishes guidelines forreviewing anappralsal and reportingon that review. Standards
4 and 6 address thedevelopment and communication of varlous real estate or real property consulting
functions by an appraiser. Standard 8 seta forth criteria for the development and reporting of mass
appraisals for ad valorom tax purposes or say other universe of properties. Standards 7 and S establish
guidelines for developing and communicating personal property appraisals. Standards 8 and 10
establish guidelines for developing and communicating businesa appraisals.

These Standards include Statements on Appraisal Standards issued by the Appraisal Standards Board
for the purpose of clarifieation, interpretation, explanation, or elaboratlon ate Standard or Standards
Rule.

These Standards are for appraisers and the users of appraisal services. To maintain a high 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 prmida
interpretation from the Appraisal Standards Board concerning the background or application of
certain provisions, definitions, or standards rules. There are no comments for provisions, defini-
tions, and Standards Rules that are a3domatic or have not yet required further explanatian;
bowerer, additional comments will be developed and others supplemented or revised as the need
arises-
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ETHICS PROVISION

Because of the fiduciary responsibilities inherent in professional appraisal practice, the appraiser
must observe the highest standards of professional ethics. This Ethics Provision is divided Into four
sections; Conduct, Manag_ment, ConfidenlieUty, and Record Keeping.

('.eminent[ This pro5islon emphasizes the personal obligations and responsibilities of the individual
appraiser. However, it should also be emphasized that groups and organizations engaged in
appraisal practice share the same ethical obligations.

Conduct

An appraiser must perform ethically and competently In accordance with theca standards and not
engage in conduct that is unlawful, unethical, or improper. An appralser who could reasonably be
perceived to act as a disinterested third party in rendering an unblased appraisal, review, or consult.
ing service mull perform assignments with impartiality, objectivity, and independence and without
accommodation of personal interests.

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

The development of an appraisal, review, or consulting service based on a hypothetical condition
is unethical unless: 1) the use of the hypothesis is deariy disclosed; 2) the assumption of the
hypothetical condition is clearly required for legal purposes, for purposes of reasonable analysis,
or for purposes of comparison and would not be misleading; and 31 the report clearly describes the
rationale for this assumption, the nature of the hypothetical condition, and its effect on the result
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 4irecti on In value that favors th o muse of the cll enl, the amount of the value estimate, the attainment
of a stipulated result, or the occurrence of a subsequent event Is unethical.

The payment of undlacloeed fee, commissions, or things of value in connection with the procurement
of appraisal, review, or consulting assignments Is unethical,

Comments Disclosure of fees, commissions, or things of value connected to the procurement of an
assignment should appear in the certification of a written report and is any transmittal letter in
which mmlusionsare stated. In groups or organizations engagedin appraisal practice, intratnmpany
payments to empl oyeea for business d ere] opment are not considered to be unethi cad. Competency,
rather than financial incentives, should be the primary basis for awarding an assignment_
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I`:TRIC5 PROVISION (con€inued)

Alanngemeat feonflnued)

Adveritsing for or solleltingappralsal assignments in a manner which is false, misleading or exaggerated
Is unethical,

Comment: In groups or organizations engaged in appraisal practice, decisions concerning finder
or referral fees, contingent compensation, and advertising may not he the responsibility of an
individual appraiser, but for a particular assignment, it is the responsibility of the individual
appraiser to ascertain that there has been no breach of ethics, that the appraisal is prepared in
accordance with these Standards, and that the report can he properly certified as required by
Standards Rules 2-3, 3 .2, 6 .3, 6-8, 9-3 or 103.

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

Comment: Assignments where the appraiser is not acting in a disinterested manner are further
discussed in the General Comment to Standard 4. The preparer of the written report of such an
essigement must certify that the compensation is contingent and must explain the basis for the
contingency in the report (See S.R. 6-3) and in any transmittal Setter in which conclusions ere
stated.

Confidenlialilyr

Art appraiser must protect the, confidential nature of the appraiser-client relationship.

Comment: An appraiser must not disclose confidential factual data obtained from a client or the
results of on assignment prepared for a client to anyone other than: 1) the client and persons
specifically authorized by the client; 2) such third parties As may be authorized by due process of
law; and 31 a duly authorized professional peer review committee. AA a corollary, It is unethical
for a member of a duly authorized professional peer review committee to disclose confietotial
information or factual data presented to the committee.

Record Keeping

An oppralser must prepare written records of appraisal, review, and conauit(ngaasigamente—incfvding
oral testimony and reports—and retain such records for a period of at least five (6) years after
preparation or at least two (2) years after final disposition of Any Judicial proceeding in which
testimony was given, whichever period expires lest.

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

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

1, disclose the lack ofknowledge andlor experience to the client before acceptingthe assignment;
and

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

3.	 describe the lack ofknowledge andror experience and the steps taken tocomplele the assignment
competently in the report.

Comment= The background and experience of appraisers varlea widely and a lack of knowledge or
experience ran lead to inaccurate or inappropriate appraisal practice. The Competency Provision
require& so appraiser to have both the knowledgeend the experience required to perform a specific:
appraisal service competently. Han appraiser is offered the opportunity W perform an appraisal
service but leeks the necessary knowledge or experience to complete it competently, the appraiser
must disclose hie or her lack of knowledge or experience to the client before accepting the
assignment and then take the necessary or appropriate steps to complete the appraisal service
competently. Thin may be accomplished in various ways including, but not limited to, personal
study by the appraiser, association with an appraiser reasonably believed to have the neaessary
knowledge or experience; or retention of others who possess the required knowledge or experience.

Although this provision requires a r appraiser to identify the problem and disclose any deficiency
in competence prior to accepting an assignment, facts or conditions uncovered during the course
ofan assignment could cause an appraiser to discover that he or she lacks 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 required to travel to
geographic areas wherein they have no recent appraisal experience. An appraiser preparing an
appraisal in an unfamiliar location must spend sufficient time to understand the nuances of the
local market and the supply and demand factors relating to the specific property type and the
location involved. Such understanding will not be imparted solely from a consideration of specific
data such ar demographics, costs, sales and rentals. no necessary understanding of local market
condition& provided the bridge between a sale and a comparable sale or a rental end a comparable
rental. If an appraiser is not in a position to spend the necessary amount of time in a market area
to obtain thle understanding, affiliation with a qualified local appraiser may be the appropriate
response to ensure the development of a competent appraisal.
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DEPARTURE PROVISION'

This provision permits limited departures from sections of the Uniform Standards that are classified
as specific guidelines rather than binding requirements, The burden of proof to on the appraiser to
decide before accepting an assignment and invoking this provision that the result vrlll not confuse
or mislead. The burden of disclosure Is also on the appraiser to report any departures from specific
guidelines.

An appraiser may enter Into an agreement to perform an assignment that calls for something less
than, or different from, the work that would otherwise berequired by thespecific guidelines, provided
that prior to entering into such an agreement:

1. the appraiser has determined that the appraisal or consulting process to be performed is not
so limited that the resulting assignment would lend to mislead or confuse the client or the
intended users of the report;

2. the appraiser has advised the client that the asaignment calls for something less than, or
different from, the work required by the specific guidelines and that the report will clearly
identify and explain the departure(R); and

3. the client has agreed that the performance of a limited appraisal or consulting service would
be appropriate.

Exceptions to the following requirements are not permitted: Standards Rules 1 . 1, 1 .6, 2-11,2-2,24,2-5,
3.1, 3 .2, 4.1, b•l, 6 .3, &I, &3, &0, &7.6-g, 7.1,8.1, 83, 8-5, 9. 1, 93, &6, 10.1,10-3 and 10-6. This restriction
on departure is reiterated throughout the document with tho reminder comment: Departure from
this binding requirement [o aoE permitted.

Comment: For the par" of this provision, intended users of the report might Include parties
Ruch as lenders, employees of government agencies, partners of a client, and a client's attorney
and accountant. In this twatert, the purpose and intended use of the appraisal or consulting service
are critical.

If an appraiser enters into an agreement to perform an sppreiaal or consulting service that calls
for something less than,ordiffevent from,tbe work that wouldotherwisebe required bylheapec€fic
appraisal guidelines, Standards Rules 2-2(aXxi), 2.2(b)(:d), 2-2(c)(A), 6-241), 8-2(m), and 10.2(h)
require that the report dearly identify and explain departure(s) from the specific guidelines.
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JURISDICTIONAL EXCEPTION

If any part of these standards is contrary to the law or public policy of any Jurisdletlon, only that
part shall ba vold and of no force or effect In that jurisdiction.

Comment: The purpuee of the Jurisdictional Exception is strictly limited to providing a saving or
severabilily clause intended to preserve the balance of USPAP if one or more of its parts we
determined as contrary to law or public polity ofa jurisdiction. By logical extension, there tan be
no violation of USPAP by an appraiser disregarding, with proper disclosure, only the part or parts
of USPAP that are void and of no force and effect in a particular easignment by operation of legal
authority. it is misleading for an appraiser to disregard a part or parts of USPAP as void and of
no force and effect in a particular assignment without identifying the part or parts disregarded
and the legal authority justifying this action in the appralser's report.

As used in the Jorisdictlonal Exception, law means a body of Hiles with binding legal force
established by controlling governmental authority. This broad meaning includes, without limits.
Lion, the federal and state constitutions, legislative and court made law, and administrative rules,
regulations, and ordinances. Public policy refers to more or leas well defined moral and ethital
standards of conduct, currently and generally acceptedby the community as a whole, and recog.
nized by the courts with the aid of statutes, judicial precedents, and other similar available
evidence. Jurisdiction relates to the legal authority to legislate, apply, or interpret law in any form
at the federal, state, and local levels of government.

SUPPIMIENTALSTANDARDS

These Uniform Standards provide the common basis for all appralsal practice. Supplemental atan.
dards applicable to appraisals prepared for specifro purposes or property types may be issued by
public agencies and certain client groups, e.g. regulatory agencies, eminent domain authorities, asset
manage", and financial institutions.Appralsers and eLlentsmust saeertain whether anyoupplamental
standards In addition to these Uniform Standards apply to the assignment hoing considered.'

Comment: The purpose of the Supplemental Standards section is to provide a reasonshle means
to augment USPAP with additional requirementa set by clients, employers, governmental entities
and/or professional appraise] organizations. Supplemental Standards cannot diminish the purpose,
intent or content of the requirements of USPAP.

By ceroing conformity with USPAP for an assignment in which ao appraiser satisfied a profes-
sional appraisal ethics or practice standard not in USPAP, the appraiser acknowledges that this
supplemental standard adds to but does not diminish the purpose, intent or content of USPAP.
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DEFT IMONS

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

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

Complete Appralsal: the act or process of estimating value or an estimate of value perfenned
ithout invaking the Departure Provision.

Limited Appraisal: the act or process of estimating value or an estimate of value performed
under and resulting from invoking the Departure Provision.

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 may be required as part of a review or consulting service. The use of other
nomenclature by an appraiser (e.g. analysis, counseling, evaluation, study, submission, valuation)
does not exempt an appraiser from adherence to these standards.

BINDING REQUDtEMEtM all or part of a standards rule of USPAP from which departure is not
permitted. (See DEPARTURE PROVISION)

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

oc m nercfa), Industrial or servioa organizalionpursutng an economic activity.

BUSINESS EQUITY( the interests, benefits, and rights inherent In the ownership of a business
enterprise or a part thereof in any form (Including but not necessarily Iimited to capital stock,
partnership Interests, cooperatives, sole proprietorships, options, and warrants).

CASH FLOW ANALYSIS. a study of the auttclpated movement of cash into or out of an Investment.

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

CONSULTTNGt the act or process of providing loformalion, analysis of real estate data, and recom-
mendallom or conclusions on diversified problems in real estate, other than estimating value.

FEASMILITY ANALYSIS( a study of the cost-benefit relationship of"economic endeavor.

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

INVESTMENT ANALYSISt'a study that reflects the relationship between acgnlslt(on price and
anticipated future benefits of a real estate investment.

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

MARKET VALUEt market value Is the major focus of most real property appraisal assfgmnente. Both
economic and legal definitions of market value have been developed and refined. A current economlo
definition agreed upon by agencies that regulate federal financial Institutions In the United States
of America let
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DEFINITTONS (continued)

MARKS t' VALUSS (continued)

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 sttmulus. implicit In this
definition is the consummation of a sale as of a speelfied date and the passing of title from
seller to buyer under conditions whembyi

1. buyer and seller are typically motivated;

2. both parties am well informed or well advised, and acting in whnt they consider their
best interests)

S.	 a reasonable time is allowed for exposure in the open market)

4. payment Is made In terms of cash In United Slates dollars or In terms of financial
arrangements comparable thereto) and

5. the price represents the normal consideration for the property sold unaffected by
special or creative financing or g ales 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 in which tha services are being performed.

MASSAPPRAISALt the process of valuing  universe of propertiesas of a given date utilizing standard
methodology, employing common data, and allowing for statistical testing.

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

PERSONAL PROPERTY= identifiable portable and tangible objects which are considered by the
general publio as being 'personal," e.g. furnishings, artwork, antiques, gems and jewelry, collectibles,
machinery and equipment; all property that is not classified as real estate.

REAL ESTATE= an identified parcel or tract of land, including improvements, If any.

REAL PROPERTY( the interests, benefits, and rights inherent In the ownership of real estate.

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

REPORT: any communication, written or oral, of an appraisal, review, or consulting service that is
transmitted to the client upon completion of an asotgoment.

Comment: Most reports we written and most clients mandate written reports. Oral report gulde-
lines (See Ethics Provision: Record Keeping) ors included to cover mart testimony and other neat
communitat€ons of an appraisal, review or consulting service.
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DEFINITIONR (continued)

REPORT (continued)

The types of R-ritten reports listed below apply to real property appraisals:

Self-Contained Appraisal Report: a %-ritlen report prepared under Standards Rule 2 .2(al of a
Complete or Limited Appraisal performed under Standard 1.

Summary Appraisal Report: a written report prepared under Standards Rule 2-24b) of a
Complete or Limited Appraisal performed under Standard 1.

Restricted Appraisal Report: a written report prepared under Standards Rule 2-240 of a
Complete or Limited Appraisal performed under Standard 1.

REVIEW.- the act or process of critically studying a report prepared by another.

SPECIFIC GUIDELINE: all or part of a standards rule of USPAP from which departure: is permitted
under certain iimlted conditions. (See DEPARTURE, PROVISION)

Register, duly, 1995, No. 475



REGULATION AND LICENSING	 193
Appendix

STANDARDI

In developing a reel 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 I is directed toward the suhstanlive aspects of developing a competent
appraisal. The requirements set forth in Standards Rule 1.1, the appraisal guidelines set forth in
Standards Rule 1-2, I-3, 1-4, and the requirements set forth in Standards Rule 1 . 5 minor the
appraisal process in the order of topics addressed and can be used by appraisers and the users of
appraisal services as a convenient checklist.

Standards Rude 1.1

In developing areal property appraisal, an appraiser mush

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

Comment: Departure from this bindimc 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 en the
appraisal profession. Important changes in the cost and manner of constructing and marketing
commercial, industrial, and residential real estate and changes in the legal framework in which
real property rights and interests are created, conveyed, and mortgaged have resulted in cane,
sponding changes in appraisal theory and practice. Social thange has Also had an effect on appraisal
theory and practice. To keep abreast of these changes and developments, the appraisal profession
is constantly reviewing and revising appraisal methods and techniques and devising new methods
and techniques to meet new circumstances. For this reason it is not sufficient for appraisers to
simply maintain the skills and the knowledge they possess when they became appraisers. Each
appraiser must continuously improve his or her skills to remain proficient in real property
apprafsai.

(b) not commit asubatantiad eiTor ofomisslon orcommiselon that sign 111cantly affects an appraisal,

Comment: De azturx from this binding requirement is not permitted. in performing appraisal
services an appraiser must be certain that the gathering of factual information 6 conducted fn a
manner that is sufficiently diligent to ensure that the data thatwoold have a material omignificant
effect on the resulting opinions or conclusions are considered. Further, an sppraiser most use
sufficient care Tn analyzing such data to avoid errors that would significantly awed his or her
opinions and conclusions.

(o) nut render appralsal services €n a careless or negligent meaner, such a a a series of errors that,
considered individually, may not significantly affect the results of an appraisal, but which,
when considered In the aggregate, would be misleading.

Comment Departure from this binding requirement is not permitted. Perfection is impossible to
attain and competence does not require perfection. However, an appraiser must not render
appraisal services in a careless or negligent manner. This rule requires an appraiser to use due
diligence and due care- The fact that the carelessness or negligence of an appraiser has not caused
an error that significantly affects his or her opinions or conclusions and thereby seriously harms
a client or a third party does not excuse such carelessness or negligence.
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STANDARD 1 (continued)

Standards Rule 1.2

In developing a real property appra)sii, an appraiser must observe the following specific appraisal
guidelInesi

(a) adequately identify the real estate; identify the real property interest, consider the purpose
and intended use of the appraisal, consider the extent of the data celleetlon process, identify
any special limiting conditions, and identify the effective date of the apprateal,z

(b) define the value being considered; if the value to be esttmaled IN market value, the appraiser
must clearly indicate whether the estimate is the most probable prices

ti)	 In terms of cash; or
(ii) in terms of financial arrangements equivalent to cash; or
(iii) in such other terms as may be precisely defined, if s , estimate of value Is based on

submarket financing or financing with unusual conditions or incentives, the terms of
such financing most be clearly set forth, their contributions to ornegativo Influence on
value must be described and estimated; and the market data supporting the valuation
estimate must be described and expiainedl

Comment: For certain types of appraisal assignmeata in which a legal definition of market value
bas been established and takes precedenca, the Jurisdictional Exception may apply to this guide-
line.

When estimating market value, the appraiser should be specific as to the estimate of exposure
time linked to the value estimate.

(o)	 consider easements, restrictions, encumbrances, leases, reservations, covenaate, contracts,
declarations, special assessments, ordinances, or other items of a simllar nalurei

(d)	 consider whether an appraised fractional Interest, physical segment, or partial holding con•
tributes pro rata to the value of the whole,

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

(a)	 identify and consider the effect on value of any personal property, trade fixtures or intangible
items that are not real property but are included in the appraisal.

Comment. T ǹia guideline requires the appraiser to recognize the )ndusfon of items that are not
real property in an overall value estimate. Additional expertise in personal property (Sea Standard
7) or business (See Standard 9) appraisal may be required to allocate the overall value to its.
various components. Separate valuation of such items is required when they are significant to the
overall value.
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STANDARD 1 (continued)

Standards Rule 1.9

In developing a real property approlse), an appraiser must observe the following specific appraisal
guidel[nesr

(a) consider the effect on usa and value of the following factors: existing land use regulations,
reasonably probable modifications ofaueh landuse regulations, economic demand, the physical
adaptability of the real estate, neighborhood trends, and the highest and beat use of the real
estate;

Common t.• This guideline sets forth a list of factors that afTeet use and value. In considering
neighborhood trends, an appraiser must avoid stereotyped or biased assumptions relating to race,
age, color, religion, gender, or national arigin or an assumption that racial, ethnic, or religious
homogeneity is necessary to maximize value In a neighborhood. Further, an appraiser must avoid
malting an unsupported assumption or premise about neighborboad decline, effective age, and
remaining Ere. In considering highest and beat use, an appraiser should develop the concept to
the extent that is required for a proper solution of the appraisal problem being considered.

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

Comtnenk This guideline may be modified to reflect the fact that, in various legal and practical
situations, a site may have a contributory value that differs from the value s a if vacant.

Standards Rule 14

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

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

(b) collect, verify, analyze, and reconciles

(t)	 such comparablecost data uare av"ableto estimate the coat newof the lmprovementa
(If any);

(11)	 such comparable data as ate available to estimate the difference between cost new and
the present worth of the improvements (accrued depreclatlon))

([If) such comparable salsa data, adequately identified and described, u are available to
Indicate a value conclusion;

(iv) such comparable rental data as are available to eatlmate the market rental of the
P
roperty being appraised;

(v) such comparable operating expanse data as ate available to est[mate the operating
expenses of the property being appraised)

(vt)	 such comparable data sa are available to estimate rates of capitalization andlor rates
of discount.

Comment This rule covers the three approaches to value. See Standards Rules 2.2(4)(4, 2.2(bXx),
and 2 .2(cxx) for conesponding reporting requirements.
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STANT)ARQ I (continued)

Standards Rule t4 (continued)

(o)	 base p rojections of future rent and expenses on reasonably clear and app ropriate evidence;'

Comment: This guideline requires an appraiser, in developing in come and expense statements
and cash flow projections, to weigh histo ri cal information and trends, current market factors
affecting such trends, and anti cipated events such as competition from developments under
Constriction.

(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(s);

(e) consider and analyze the e ffect on value, if any, of the assemblage of the various estates or
component parts of a property and re frain 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 he equal to the sum of the separate estates or
parts, it also may be greater than or less than the sum of such *states or pa rts. The re fore, the
value of the whole most be tested by reference to appropriate market data and supported by as
appropriate anal),s ia of such data.

A similar procedure must be followed when the value of the whole has been established and the
appraiser seeks to estimate the value of a part. The value of any such part most be tested by
reference to approp riate market data and supported by an approp riate anslyaia of such data.

40 consider and analyze the effect on value, if my, of anticipated public or private Imp rovements,
locatedon or off the site, to the extent that market actions reflect stitch anticipated imp rovements
as of the effective appraisal datoi

Comment In condemnation valuation assignments in ce rtain jurisdictions, the Jurisdictional
Exception may apply to this guidelines.

(g) ldenllf ^r and consider the appropriateproeedurea and market information required to perform
the appraisal, including all physical, functional, and external market factors m they may affect
the spprabil;

Comment: Tha appraisal may require a complete market anslyais (Sea Standards Rule 4-41.

(h) appraise p roposed improvements only after examining and having available for future
examlaatiom

(f)	 piaas,spcci[fcatfone, or other d ocumentation sufficient to identifythe scope and character
of the p roposed Imp rovements;

(it)	 evidence indicatlag the probable timeof completion *(the proposed improvements;"d
(fil) reasonably clear and app ropriate evidence supporting development costs, anticipated

earnings, occupancy projections, and the anticipated competition at tho time ofcompletion.

Comment: The eviden ce required 0 he examinedand maintained under thisguldeline mayinclude
such items as coatractor°s estimates relating to cost and the time required to complete construction,
market, and feasibili ty studies; operating cost data; and the history ofrecently completed similar
developments The appraisal may require a complete feasibi li ty analysis (See Standard Rule 4.6).
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STANDARD t (continued)

Standards Rule ld (continued)

(I)	 All pertinent information In Items (a) through (h) above shall be used in the development of
an appraisal.

Comment: See Standards Rules 2.2(a)(xi), 2-2(bHxi), and 2-2(cXxi) for corresponding reporting
requirements.

Standards Rude 1.5

In developing a real property appraisal, an appraiser musts

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

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

(1)	 one year for one-to-four family residential property; and
Sill	 three years for all other property lypea)

Comment! The intent of this requirement is to encourage the research and analysis of prior sales
of the subject; the Hme frames cited are minimums.

(c) consider and reconcile the quality and quantity of data available and analyzed within the
approachea used and the applicability or suitability of the approaches used.

Comment- Departure from binding requirements (a) through (c) is not permitted. See the Com-
ments to Standards Flutes 2-2(aXzil, 2-2(bXxi), and 2-2(cXxi) for corresponding reporting
requirements.
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STANDARD 

In reporting the results of a real property appraisal on appraiser must communleme each analyais,
opinion, and conclusion in a manner that is not misleading.

Comment• Standard 2 governs the form and content of the report that communicates the results
of an appraisal.

Standards Rule 2.1

Each written or oral real property appraisal report musts

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

Comment: Departure from this binding virement is not permitted.

(b) contain sufficient information to enable the person(@) who are expected to receive or rely on
the report to understand It properly;

Comment Departure from this birds nit reauiremant is not permitted. The parzon(e) expected to
receive or rely on a Self-Contained or Summary Appraisal Report are the client and intended
users. Only the client is expected to receive or rely on the Restricted Appraisal Report.

(01	 clearly and accurately disclose any extraordinary assumption or limiting condition that di•
rectly affects the appraisal and Indicate its Impact on value.

Comment Departure from thisbfndingrSquirement to not pernaltted. Examples of extraordinary
assumptions or conditions might include items such" the execution ofa pendinglease agreement,
atypical financing, a ]mown but net yet quantified environmental issue, or completion of onsite or
effsite improvements, in a written report the disclosure would be required in conjunction with
statements of each opinion or conclusion that is affected.

Standards Rude 2.2

Each written real property appraisal report mustbe prepared under one of the following three options
and prominently state which option is usedt Self-0ontalned Appraised Report, Summoary Appraisal
Report or Restricted Appraisal Report.t

Comment The essential difference smong the three options is in the use and application of the
tetms describe, summarize and state. Describe is used to connote a comprehensive level of detail
in the presentation of information. Summarise is used to connote a more concise presentation of
information. State is used to connote the minimal presentation of informstioa.

(a)	 The Seif•Confolned Appraisal Report musts

(1)	 ldentl(y and describe the real estate being appraised;

(11)	 state the real property interest being appraised;
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STANDARD 2 (continued)

Standards Rule 2.201 (continued)

Comment on (il and (if): Identifying the real estate can be accomplished by any combination of a
legal description, address, map reference, ropy of a survey or map, property sketch and/or photo-
graphs. A property sketch and photographs also provide some description of the real estate in
addition to written comments about the physical attributes of the real estate. The statement of
the real property rights being appraised must be substantiated as needed by copies or summaries
of legal descriptions or other documents that set forth any known encumbrances.

(Ili)	 state the purpose and Intended use of the appralsoll

(iv) define the value to be estimated;

(v) state the effective date of the appraisal and tho date of the report;'

Comment on WD, (iv) end (v): Tbese three requirements call for clear disclosure to the Mader of
a report the 'who, why, what and when" aurrounding the appraisal. The purpose and intended
use of the appraisal are critical to the identification of any Intended users of the report. Intended
users of the report might include parties such as lenders, employees of government agencies,
partners of a client, and a client's attorney and accountant. Defining the value to be estimated
requires both an appropriately referenced definition and any comments needed to Beady indicate
to the reader how the definition is being applied [Sea Standards Rule 1-2(b)L' The effective date
of the appraisal establishes thecontext for the value estimate, while thedste ofthereport indicates
whether the perspective of the appraiser on the market conditions as of Cho effective date of the
appraisal was prospective, current, or retrospective. Reiteration of the date of the report and the
effee(iva date of the appraisal at various stages of the report in tandem is important for the clear
understanding of the reader whenever market conditions on the date of the report are different
from market conditions on the effectiva date of the appraisal.

(VI)	 state the extent or the process of collecting, con firming, end reporting data;

Comment: This requirement is designed to inform the client and intended users whose expected
reliance on an appraisal report maybe affected by the extent of the appraiser's investigation; i.e.,
the process of collecting, confirming and repotting data.

Standards Rule 2-2 (aXvi) only requires that the extent of the process of collecting, confirming,
and reporting data be stated, since the full ertent of the process should be apparent to the reader
in the contents of the report.

(vii) state all assumptions and timiting conditions that affect the analyses, opinions, and
conclusions;

Comment: "to typical or ordinary assumptions and limiting conditions maybe grouped together
in an identified section of the report, SR 2-1(c) requires that an ertraordmary assumption or
limiting condition must be disclosed in conjunction with statements of each opinion or conclusion
that is affected.

(viii) describe the information considered, the appralsal procedures followed, and the rea.
soning that supports the analyses, opinions, and conclusions;
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STANDARD 2 (ennunued)

Standards Rule 2 .2(a) (enntinued)

Comment: This requirement calls for the appraiser to describe the data considered and the
procedures that were followed. Each item must be addressed in the depth and detail required by
its significance to the appraisal. The appraiser must be certain that sufficient information is
provided so that the client and the intended users of the report will understand it and will not be
misled or confused. The substantive content of the report, not its size, determines its compliance-

(ix)	 describe the appraiser's opinion of the highest and best use of the real estate, when
such an opinion Is necessary and appropriate;

Comment: This requirement calls for a report to contain the appraisir's opinion as to the highest
and best use of the real estate, unless an opinion as to highest and best use is unnecessary, e.g.
insurance valuation or value in use appraisals. If an opinion as W highest and best use is required,
the reasoning in support of the opinion must also he described in the depth and detail required
by its significance to the appraiseL

(z)	 explain and support the exclusion of any of the usual valuation approachesi

(xl) describe any additional Information that may be appropriate to show compliance with,
or clearly Identify and explain permitted departures from the specific guidelines of
Standard It

Comment: Thos requirement calls for a Self-Contained Appraisal Report to include sufficient
inrormation to indicate that the appraiser complied with the requirements of Siandard 1, including
the requirements governing any permitted departures from the appraisal guidelines. The amount
of detail required will vary with the significance of the information to the appraisal.

When the Departure Provision is invoked, the assignment is deemed W be a
assignment involved Appraisal.Use of the term Limited Appraisal makes it clear that theassignmentinvolved something leas

than, or different from the work required by the specific guidelines. The report of a L€mited
Appraisal must contain a prominent section that dearly identifies the extent of the appraisal
process performed and the departures taken.

The reliability of the results of a Complete Appraisal or Limited Appraisal developed under
Standard 1 is not affected by the type of report prepared under Standard 2. The extent of the
appraisal process performed under Standard I is the basis for the reliability of the value conclusion.

Information considered and analyzed in compliance with Standards Rule 1-5 is significant infor-
mation 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.

(zit) include a signed certification In accordance with Standards Rule 2.3.

Comment: Departure from binding requirements (0 through (xis) above is not permitted.

(b)	 The Summary Appralsal Report musts

Comment-- The essential difference between the Self-Contained Appraiael Report and the Summary
Appraisal Report is the level of detail of presentation. As examples: a two-page narrative section
with conclusion in a Self-Contained Appraisal Report might translate to a two paragraph section
with the same conclusion in a Summary Appraisal Report; narrative presentation of data in a
Self-Contained Appraisal Report might translate to tabular presentation of data in a Summary
Appraisal Report.
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STANDARD 2 (continued)

Siarrdards Rule 2.2(b) (continued)

(1)	 Identify and provide a summary description of the real estate being appraisedir

(to	 state the real property interest being appraised;

Comment on (i) and (ii y: Identifying the real estate can be accomplished by any rombination of e,
legal description, address, map reference, copy of a eurvey or map, property sketch andlor photo-
graphs. A properly sketch and photographs also provide some description of the real estate in
addition to written comments about the physical attributes of the real estate. The statement of
the real property rights being appraised must be substantiated as needed by copies or summaries
of legal descriptions or other documents that set forth any known encumbrances.

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

(iv) define the value to be est(mstedl

(v) state the effective data of the appraisal and the data of the report?

Comment on (iii). (iv) and (v): These three requirements call for clear disclosure to the reader of
a report the'who, why, what and when' surrounding the appraisal_ The purpose and intended
use of the appraisal are critical to the identification of any intended users of the report. Intended
users of the report might include parties auth as lenders, employees of government agencies,
partners of a client, and a client's attorney and accountant. Defining the value to W estimated
requires both an appropriately referenced definition and any comments needed to clearly indicate
to the reader how the definition is being applied (See Standards Ruts I .2(b)1 a The effective data
oftbeappraieal establishes thecantextfor the value eatimate,while the date ofthereport 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 appraise( at various stages of the report In tandem is important for the clear
understanding of the reader whenever market conditions on the date of the report are different
from market conditions on the effective data of the appraisal.

(vi) suc marira the extent of the process of collecting, confirming, and reporting data;

Comment: This requirement is designed to inform the client and intended users whose expected
reliance on an appraisal report may be affected by the extent of the appraiser's investigation; i.e.,
the process of collecting, confirming and reporting data.

Standards Hula 2.2 (bXvi) requires that the extent of the process of collecting, confirming, and
reporting data be summarized, since the full extent of the process may not be apparent to the
reader in the contents of the report.

(vil) state all assumptions and limiting conditions that affect the analyses, oplatoos, and
concivaions;	 .

Comment: While typical or ordinary assumptions and limiting conditions may be grouped together
in an identified section of the report, SR 2.1(c) requires that an extraordinary assumption or
limiting condition must be disclosed in conjunction with statements ofeach opinion or conclusion
that is affected.
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STANDARD 2 (continued)

Standards Rule 2.2(b) (continued)

(viip summarize the Information considered, the appraisal procedures followed, and the
reasoning that supports the analyses, opinions, and conclusiunst

Comment This requirement calls for the appraiser to summarize the data considered and the
procedures that were followed. Each item must be addressed in the depth and detail required by
its significance to the appraisal. The appraiser must be certain that the summary is sufficient
enough that the client and the intended users of the report will understand it and will not be
misled or confused. The substantive content of the report, not its size, determines its compliance.

(ix) summarize the appraisers opinion of the highest and best use of the real estate, when
such an opinion is necessary and appropriate=

Comment: This requirement calls for a report to contain the appraiser's opinion as to the highest
and best use of the real estate, unless an opinion as to highest and best use is unnecessary, e.g.
insurance valuation or value in use appraisals. If an opinion as to highest and beatuse is required,
the reasoning in support of the opinion must else be summarized in the depth and detail required
by its significance to the appraisal.

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

(4) summarize any additional laformatlon that may W appropriate to show compliance
with, or clearly identify and explain permitted departures from the specific guidelines
of Standard 11

Comment: This requirement calls for aSummaryAppraisal Report to include sufficient Information
to 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 will vary with the significance of the information to the appraisal.

When the Departure Provision is invoked, the assignment is deemed to be a Limited Appraisal.
Use of the term Limited Appraisal makes it clear that the assignment involved something less
than, or different from the work required by the specific guidelines. The report of a Limited
Appraisal most contain a prominent seetian that clearly identifies the extent of the eppraiaal
process performed and the departures ta$en.

The reliability of the results of a Complete Appraisal or Limited Appraisal developed under
Standard 1 is not affected by the type of report prepared under Standard 2, The extent of the
appraisal process performed under Standard 1 Is the basis for the reliabilityof the value conclusion.

Information considered and analyzed in compliance with Standards Rule 1 . 5 is signifitant infor-
mation that deserves comment in any report- If such information is unobtainable, comment on
the etrorts undertaken by the appraiser to obtain the information is required.

(sit) Include a signed certification in accordance with Standards Rule 2-3.

Comment: Departure from binding r ufrements (i) through (3di) above is not permitted.

(c)	 The Restricted Appraisal Report musts

Comment: The essential difference between the Self-Contained and Summary Appraisal Reports
and the Restricted Appraisal Report Is loth the level of detail of p rest ntation end a use restriction
that limits the reliance on the report to the client and am aide rs anyone else using the report an
unintended user.
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STA"ARD 2 (continued)

Standards Rule 24(c) (continued)

(i)	 Identify the read estate being appraised;r

Comment: identifying the real estate can be accomplished by a legal description, address, copy of
a survey, cr property sketch.

(it)	 state the real property Interest being appraisedl

(Ili) state the purpose and Intended use of the appraisal;

Comment: The intended use of the appraisal must be consistent with the use restriction on the
report. (See Standards Rule 2-2(cXxi) below.)

flv)	 state and reference a definition of the value to be estimated;

(v) state the effective date of the appraisal and the date of the report;z

Comment: The effective date of the appraisal establishes the context for the value estimate, while
the date of the report indicates whether the perspective of tha appraiser on the market conditions
as of the effective date of the appraisal was prospective, current, or retrospective,

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

Comment: This requirement is designed to inform the client whose expected relimee on an
appraisal report may be affected by the extent of the appraiseris inreadgation; i.e., the process of
colleMing, confirming and reporting data.

Standard; Rule 2-2 (cXvi) requires that the extent of the process of collecting, confirming, and
reporting data be described, since the extent of the process will not be apparent to the reader in
the content& of the report.

(vtl) state all assumptions and Rmlting conditions that affect the analyses, opinions, and
canelusiona;

Comment While typical or ordinary assumptions and limiting conditions may be grouped together
in an identified section of the report, SR 2-1(e) requires that an extraordinary assumption or
limiting condition must be disclosed in conjunction with statements of each opinion or conclusion
that is affected_

(vill) state the appraisal procedures followed, state the value wneltuion and reference the
exfstence of spee(fio file information in support of the conclusion;

Comment: An appraiser must maintain a specific, toherent file in support efs Restricted Appraised
Report. The contents of the file should mirror the contents of a Self-Contained Appraisal Report,
no file should be avallable for inspection by the client, such third patties as may be authorized
by due process of law, and a daly authorized professional peer review committee.

(ix)	 state the appralser's opinion of the highest and beet use of the real estate, when such
an opindon Is necesaary and appropriate;
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STANDARD 2 (cantinuedt

Standards Rule 2.2(c) (continued)

Comment: This requirement calls for a report to contain a statement of the appraiser's opinion as
to the highest and best use of the real estate, unless an opinion as to highest and best use is
unnecessary, e.g. insurance valuation or value In use appraisals.

(x)	 state the exclusion of any of the usual valuation approaches;

fg) contain a prominent use restriction that limits reliance on The report to the client and
warns that the report that cannot be understood properly without additional informs-
(ion in the worklile of the appraiser, and clearly Identify and explain any permitted
departures from the specific guidelines of Standard 11

Comment: The Restricted Appraisal Report Is intended fir use only by the client. Before entering
into an Agreement, the appraiser should establish with the client the situations where this type
of report is to be used, and should ensure that the client understands the restricted utility of the
Restricted Appraisal Report.

When the Departure Provision is invoked, the assignment is deemed to be a Limited Appraisal.
Use of the term Limited Appraisal makes it clear that the assignment involved something less
than, or diffierent from the work required by the apecifit guidelines. The report of s Limited
Appraisal must contain a prominent section that clearly identifies the extent of the appraisal
process performed and the departures taken.

Information considered and analyzed in compliance with Standards Rule 1-Ii is significant infor•
mation that deaerves comment in any report. If such information is unobWa All% Comment on
the efforts undertaken by the appraiser to obtain the information is required.

(rli) include a signed certification in accordance with Standards Rule 2.3.

Comment: Departure from binding requirements (I) through (xii) 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 form,	-

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

the slatemeats of fact contained in this report are true and correct.
--- the reported ana(ysea, opinions, and conclusions are limited only by the reported

assumptions and ))ceiling conditions, and are my persoaal,uab€esedprofesslonai analyses,
opinlona, 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 rvraiysea, opinions, and conclusions were developed, and this report has been pre-
pared, In conformity with the Uniform Standards of Professional Appraisal Practice.
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STANDARD 2 (continued)

Standards Rule 2-8 (continued)

— I have (or have not) made a personal Inspection of the property that Is the subject of
thte report. (if more than one person signs The -sport, this certification must clearly
specify which individuals did and which ]ndivide:.lr did not make a personal inspection
of the appraised property.h

— no one provided significant prffessional assistance to the person signing this report.
(Tf there are exceptions, the name of each Individual providing s€galficant professional
assistance must be stated.)

Comment: Departure from this binding reouirement is not permitted.

Standards Rule 2-4

To the extent that it is both possible and appropriate, each oral teal property appraisal report
(including expert testimony) must address the substantive matters set forth in Standards Rule 2-2(b),

Comment: In addition to complying with the requirements of Standards Rule 2 .1, an appraiser
making an oral report must use his or her beat efforts to address each of the substantive matters
in Standards Rule 2.2(b).

Testimony of an appraiser rancernlng his or her analyzes, opinions, and conclusions is an oral
report in which the appraiser most 

comply with the requirements of this Standards Rule,

Sea Recond Keening under the ETHICS PROVISION for corresponding requirements.

Standards Rule 2-5

An appraiser wbo signs a real property appraisal report prepared by another in any capaelty accepts
full responsibility for the appraisal and the contents of the appraisal report.)

Comment: Da arture from this binding requirement is not permitted.

This requirement Is directed to an appraiser acting w an employer or supervisor signing a report
of an employee or subcontractor. The employer or supervisor signing the report is as responsible
as the individual preparing the appraisal for the content and conclusions of the appraisal and the
report- Doing a conditional label next to the signature of the employer or supervisor does not
exempt that individual from adherence to these standards.

This requirement does not address the responsibilities of a review appraiser, the subject of
Standard S.
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STANDARD 3

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

Comment: The function of reviewing an appraisal requires the preparation of a separate report
or a Ste 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 COMPETENCY 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 2-8. In accor-
dance with Standards Rule 2-5, any appraiser who signs the appraisal report accepts hill respon-
sibility for the appraisal and appraisal report. To avoid confusion between these two functions,
review eppraisera should not sign the report under review unless they intend to take the reapoo-
sibility arm cosigner.

Review appraisers must take appropriate steps to indicate the precise extent of the review process.
A separate report or letter is one method. Another appropriate method is a form or check-list
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, signed
or initialed by the reviewing Appraiser, may be 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 elterly distinguishing between the review
proeass and the appraisal or consulting processes. Original work by the review appraiser may be
governed hySTANDARD 1 or STANDARD 4 rather than this Standard. A misleading of fraudulent
review and/or report violates the ETHICS PROVISION.

Standards Rule 3-1

In reviewing an appraisal, an appraiser musts

(a) Identify the report under review, the real estate and real property Interest being appraised,
the effective date of the opinion In the report under review, and the date of the review;

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

(b) Identify the extent of the review process to he conducted;

(e)	 form an opinion as to the completeness of the report under review In light of the requirements
In these standards;

Comment: In real property appraisals, review appraisers axe required to form an opinion as to the
completeness of the reportunder review within the context of the repoctingrequirements for the type
of report submitted for review: Self-Contained Appraisal Report (Standards Rule 2-2(a)), Summary
Appraisal Report (Standards Rule 2-20)) or Restricted Appraisal Report (Standards Rule 2-2(c)).

(d)	 form an opinion es to the apparent adequacy and relevance of the data and the propriety of
any adjustments to the data;
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STANDARD 3 (continued) -

Standards Rule 3.1 (continued)

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

(0	 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.

Comment: Departure from binding requirements a throv h M above is not p2rmiUed.

An opinion *fa different estimate of va3ue from that in the report under review may be expressed,
provided the review appraisarr
1,	 satisfies the requirements of SPANDARD 1;
2. identifies and seta forth any additional data relied upon and the reasoning and basis for

the different estimate ofvalue; and,
3. clearly identifies anddiscloses all assumptionsand limitations connectedwith the different

estimate of value to avoid confusion in the marketplace.

Standards Rule 3.2

In reporting the results of an appraisal review, as appraiser mush

(a) disclose the nature, ertent, and detail of the review process undertaken;

(b) disclose the information that must be considered in Standards Rule 3.1 (a) and (b)3

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

td)	 include all ]mown pertinent information;

(e)	 include a signed certifieatlon similar in content to the followlag:

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

--	 the facts and data reported by the review appraiser and used in the review process are
true. and correct.
the analyses, opinions, and conclusions In thla 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 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 on an 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 Uniform Standards of Professional Appraisal Practice.

—	 1 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
profeeslonal assistance must be stated)

Comment: Departure from binding m Wrementa a throw h e above is not yosrmitted.
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STANDARD 

In performing real estate or real property consulting ser vices, sn appraiser must be aware of, under.
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 submantive aspects oFprotessional practice set
forth in Standard 1. but addresses the performance of consulting services by an appraiser.
Consulting is a broad term that is applicd to studies of real estate other than estimating value.
Land utilization studies; highest and best use analyses; marketability, feasibility, er investment
studies: and other research-related studies are examples of consulting assignments. An appraiser
must have the ability to develop an anslysis/reseamb program that is responsive to the client's
objective; to perform primary research; to gather and present secondary and tertiary data; and to
prepare a documented Written report.

Standard 4 addressea the concept of identifying the client's objective. There is an important
difference between performing an impartial consulting service as a disinterested third party that
responds to the client's stated objective and performing a consulting service that is intended to
facilitate the achievement of the client'a objective. While both we legitimate business activities
within the realm of professional appraisal practice, the appraiser must recognize the distinction
and the ron-aequent 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 en unbiassed consulting service cannot be
compensated in a manner that ie contingent on the results. however, an appraiser retained to
perform a legitimate serviceaueh as brokerage, mortgage banking, tax counseling, or zoning advice
may be compensated by a feecontingent on the results achieved,but only whene properdisdosum
of the role being performed by the appraiser is made.

Siandards Rule 4-1

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

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

(b) not commit a substantial error ofomlesion or commission that signlfYcanity affects the results
of a consulting service)

(c) not render consulting services in a careless or negligent manner, such as a aeries of errors
that, considered individually,may not atgnirtcantly affect the results, but which, when considered
In the aggregate, would ha misleading.

Comment Standards Rule 4-1 Is identical In seeps and purpose to Standards Rule 1 . 1. Departure
from binding requirements (a), ibh and (c) is not permitted.

Standards Rule 4.2

In performing Teas estate or real property consulting services, an appraiser must observe the following
speci£ro guidelines

(a)	 clearly Identify the client's objeetive;
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STANDARD 4 (continued)

Standards Rule 4.2 (continued)

(b) define the problem to be considered, define the purpose and intended use of the consulting
service, consider the extent of the data collection process, adequately identify the real estate
andror property under consideration lit any), deacribe any special lixuking conditions, and
Identify the effective date of the conaulling service;

(o)	 collect, 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, an
appraisal In conformance with Standard 1 must be Included in the data collections

all pertinent Wormallon shall be included;

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

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

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

(e)	 base all projections on reasonably clear and appropriate evfdence.

Comment: A consul ting eervice must begin with a clearidentificotion of the client's objective, which
may not be explicit in the client's statement of the assignment. The appraiser should precisely
define the nature of the problem the client faces and the purpose of the consulting service. If the
consulting service involves specific real estate or property, the appraiser roust obtain a legal
description, street address orother means ofspecifically and adequately identifying the real estate
or property.

The appraiser must assess the overall range of work for solving the problem, the methodologies
to he used, and the specific research data directly relevant to the consulting service.

Standards Rule"

In performing real estate or real property consulting setvieea, an appraiser must observe the following
specific guldeUaes when a conclueioa or recammendaiioa le required by the nature of Wa assignment:

(a) Identify alternative courses of action to achieve the ellenP= objective, and analyze their
implications;

(b) Identify both known and anticipated constraints to each alternative and consider their probable
Impact)

ie)	 Identify the resources actually or expected to be available to each alternative and consider
their probable impact;

(d)	 Identify the optimum course of action to achieve the client's objective.
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STANDARD 4 (continued)

Standards Rule 4.9 (continued)

Comment: After proper consideration of all alternative "arses of action, the appraiser should
identify the optimum course of action in terms of the clients objective and forecast the likelihood
it can be achieved. Ali conclusions must be logically related to the resources available and the
constraints that may limit any of the alternatives.

Standards Rule 4.4

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

(a)	 define and delineate the market areal

(L)	 identify and analyze the current supply and demand conditions that make up the specific real
estate market;

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

(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. Tba appraiser
should identify the specific clan(es) of real estate under consideration and 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 apace for the specific use within the defined market area, an explanation of the
competitive position of the subject, and a forecast of how anticipated changes in future supply
(additions to or deletions fiom the inventory) may affect the subject property.

The appraiser is expected to project the quantity and prim or rent level of space that will be
demanded within the particular suh-market. The capture or penetration rates of competitive
projects should be examined insufficient detail toleadte areesonedmotlusion as to the forecasted
price or rent levels at which the market is likely to accept the aubjed 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 end other regulations; rents and/or safes; new construction planned or underway;
vacant sites as potential competition to the subject; transportation; taxes; and the cost and
adequacy of sewer, water, power, and other utilities. Forecasting techniques should be relevant,
reasonable, practical, and supportable. Regardless of the forecasting models employed, the ap-
praiser is expected to provide a clear and concise explanation and description of the models and
methodologies.
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STANDARD 4 (continued)

Standards Rule 45

In developing a cash flow and/or Investment analysts, an appraiser must observe the foliowfng specific
guidelines when applicablett

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

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

(o)	 consider and analyze financing availability and terms;

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

(e) consider and analyze the cash flow return(s) and reversion(s) to the specified Investment
position over a projected time perlod(s).

Comment: Since real estate invesmant decisions are predicated an financial implications, the
consulting service should define the clienVa investment criteria, consider major variables in the
real estata and financial markets, and forecast the anticipated results. Definitions of the financial
indices used (such as internal rate of return) and explanations of tho financial analysis techniques
and computer programs employed should be included. The ETHICS PROVISION and COMPi<
TENCY PROVISION are especially important to Standards Rule 4-5 with regard to hypothetical
conditions and technical proficiency.

Standards Rule 4-8

In developing a feasibility analysis, an appraiser must obsema the followingspecitie guidelines when
applicablet

(a) prepares a complete market analysis;

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

(I)	 cotulder and analyze the probable costs of each alternative;
(li)	 consider and analyze the probability of altering any constraints to each alternative;
0131 consider and analyze the probable outcome of each alternative.

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

The appraiser should compare the following criteria from the client's project to the results of the
market analysis: the project budget tall construction costa, fees, carrying casts, and ongoing
property operating exponsea); the time sequence of activities (planning, construction and market^
Ing); the type and cost of financing obtainable; and rash flow forecasts aver the development and/or
holding period; andyield expectations. The appraiser should have enough data to estimate whether
the project isi[1 develop according to the expectations of the client and is economically feasible in
accordance xith the client's explicitly defined financial objectives.
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STANDARD 5

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

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

In many business situations involving consulting services, the role of the appraiser carries with
it an implied impartiality. For this reason, an appraiser must exercise extreme caution in under-
taking assignments that involve the achievement of the specific goals of a client. A dear and
complete disclosure of the role being perfe rmed by the appraiser must be part of anyv Titte n report
that results from the acceptance of such an assignment, The disclosure must be stated in any
letter of transmittal, statement of assumptions and limiting conditions, and executive summary.
In this connection, the appropriate use of the Certification in S.R. 6-3 is also required, but it is
not sufficient in and of itself. A timely and complete disclosure is required in any oral report.

Standards Rule 5.1

Each written or oral consulting report must:

(a) clearly and accurately set forth the consulting service In a manner that will not he misleadingi

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

(c) 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 (if any).

Comment: Departure from binding requirements (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, assumptions and conclusions are togical and adequately supported. Basic
analytical and statistical principles, logical reasoning, end sound professional judgment ere es•
sential ingredients of the report.

Sta mania Rule 6.2

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

(a)	 define the problem to be considered(

ib)	 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 proceast
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STANDARD 6 (continued)

Standards Rule 6.2 (continued)

(fl	 set forth all assumptinns 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 analyses, opinions, and conclusions;

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

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

())	 include a signed certification in accordance with Standards Rule 5•9.

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

It Is improper to omit any of the requirements from a consulting report transmitted to the client
without good cause. Any departure from normal procedures and the eft"t *fairy unusual factors
or conditions in connection with the problem muat be explained. A misleading or fraudulent report
violates the EY)IICS PROVISION as well as this Standard.

Standards Rule 6.3

Each written consulting report must contain a certification that is similar in content to the fallowing
forms

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

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

assumptions and 1hniting oondlUcne, and are my personal, unbiased professional analyses,
opinions, and conclusions.

— I have no (or the specified) present or pro rpective interest in the property (if any) That
Is the subject of this report, and 1 have no (or the specified) personal interest or Was
with respect to the parties Involved.

— my compensation Is not for fa) contingent on an action or event resulting from the
analyses, opinions, or conclusions tn, or the use of, this report. (If the compensation is
contingent, the hails of such contingency must he disclosed to this certification and in
any letter of transmittal and executive summary.)

— my analyses, oplalons, and conclusions were developed, and this report has been pre-
Pared. in conformity with the UniformStandards of Professional Appraisal Practice.
I have (or have not) made, a personal Inspection of the property (if any) Ihal is the
subject of this report. (If more than one person signs the report, this certification most
clearly specify which Individuals did and which individuals did not make a personal
Inspection. of the property.)'
no one provided significant professional asslalance to the person signing this report.
(If there are excepilons, the name of each individual providing significant professional
assistance must be stated.)
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STANDARD 6 (continued)

Standards Rule 6 .3 (continued)

Comment: Departure from this binding reQuirement is not permitted.

Slandatds Rute 6-4

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

Register, July, 1995, No. 475



REGULATION AND LICENSING	 208-7
Appendix

STANDARD 6

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

CommenL 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 clad valorem taxation. But dependingupon the purpoaa
of the appraisal and the availability of statistical data, mess 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 explained. The reporting and
jurisdictional exceptions applicable to puhlie mass appraisals prepared for purposea of ad valorem
taxation do not apply to mess 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
single-property appraisals. Single-property appraisals should conform to Standards 1 and 2 for
real property and Standards 7 and 9 for personal property. In the contert of Standard 6, the terms
appraisal and mesa appraisal both refer to the appraisal of s 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 RWe 6.1

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 binding requirement is not permitted. Mass appraisal. uses:
1. Division of tasks,
2. Standardized data collection and analysis,
3. properly specified and calibrated valuation models, and
4. Standards and measurements of the accuracy of the dsta collected and values produced.

This rule recognizes tbat the principle of change continues to aired the manner in which appraisers
perform mass appraisals. Changes and developments in the real estate field have a substantial
impact on the appraisal profession. Revisions in appraisal theory and practice result from:

changes in the 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 devising new methods and techniques to meet
new circumstances. For this reason it is not auffident for appraisers to simply maintain the skills
and theknowledge they possess when they become appraisers. Mass Appraisers musteontinuously
improve their skills to remain proficient.
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STANDARD 6 (continued)

Standard@ Rule 13 .1 (continued)

fb)	 not commit a substantial error of omission or commission that significantly affects a mass
appraisal;

Comment: Departure from this bfndiax requirement is not permitted. Standards Rule 6-I(b) is
identical in purpose to Standards Rule 1.1(b),

(o)	 not render a mass appraisal In a careless or negligent manner,

Comment: Departure from this binding requirement is not permitted. Standards Rule 6-1(c) is
identical in purpose to Standards Rule t-I(c).

Standards Rule 6-2

In developinga mass appraisal, s n appralsermust observe the following spectfio appraisal guidellne@i

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

(b) Identity any special limiting conditions;

Common : Although appraisers in ad valorem taxation should not be held accountable for limits.
tions beyond their central, they are required by this guideline to identify cost constraints and to
take appropriate steps to secure sufficient funding to produce appraisals that comply with these
standards.

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

(c)	 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:

(I) in terms of cash; or
(II) In terms of financial arrangements equlvalent to cash; or
(tiff 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 incentivea, the terms
of such financing must be clearly set forth, their contributions to or negative Influence
on value must be described and estimated, and the market data supporting the valuation
estimate must be described and ezplainedi

Comment: For certain types of appraisal assignments in which a legal definition of market value
bas been eatablished and takes precedence, the.l"diatonal Exception may apply.

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

Comment: Its universe of ptopertifa should be identified in general terms and each individual
property in the uaiverxe should be identified with the information on its identity stored or
referenced In its property record 	 -
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STAN13ARD 6 (continued)

Standards Rule 642 (continued)

(f) In appraising real propertyz

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

CommenC This guideline requires the appraiser to recognize the inclusion of items that are not
real property in the overall value estimate. Expertise in personal property (see Standard V or
business fees Standard 9) appralsal may he required to allocate each overall value to its various
components. Separate valuation of such items is required when they are significant to the overall
value.

(It)	 consider whether an appraised physical segment contributes pro rata to the value of
the wholet

Comment: This guideline does not require the appraiser to value the whole when the subject of
the nppraiaal 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 ca utot be used to
estimate the value of the whole by mathematical extension.

(g) Identify the property intereat(s);

(1)	 consider brown easements, restrictions, encumbrances, lease&, reservations, covenants,
contracts, declarations, special ssseeisment% ordlnanoes, or other Items of similar nature;

(ii)	 consider whether an appraised fractional Interest or partial holding contributes pro
rata to the value of the whole;

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

W in appraising real property, consider the effect on use and value of the fallowing factors:
existing land-use regul ations, reasonably probable modifications of such regulations, economic
supply and demand, the physical adaptability of the property, neighborhood trends, and the
highest sad beet use of the property; and

Comment: This guideline seta forth a list of factors that affect use and value. In considering
neighborhood trends, an appraiser must avoid stereotyped or hissed assumptions releting to race,
age, color, gender, or nation sl origin or an assumption that race, ethnic, or religious homogeneity
is necessary to maximize value in a neighborhood. ]zurther, an appraiser must amid making an
unsupported assumption or premise about neighborhood decline, effective age, and remaining life.
ineonsideringhighest andbeatuse, an appraisershould develop the concept to the extent required
for a proper solution of the appraisal problem.

It) recognize that land is appraised as though vacant and available for development to its highest
and beat use and that the appraisal of improvements Is based on their actual contribution to
the mite.

Comment_ This guideline may be modified to reflect the fact that, in various market situations, a
site may have a contributory value that differs from the value as if vacant.

Register, duly, 1995, No. 475



208-10	 WISCONSIN ADMINISTRATIVE CODE
Appendix

STANDARD 8 (continued)

Standards Rule &3

In developing a mass appraisal, an appraiser must,.

(a) €dentifysnd consider the appropriate procedures and market information required to perform
the appraisal, including all physical, functional, and external market factors as they may affect
the appraisal(

Comment_ Such e€forta customarily Include the development of standardized data collection forms,
procedures, and training materials which are used uniformly on the universe of properties under
consideration.

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

Comment: The formal development ofa model In a statement or equation is called model spec€fi.
cation- Mass appraisers must develop mathematical models that, with reasonable accuracy, rep,
resent the relationship between property value end supply and demand factors, as represented by
quantitative and qualitative property characteristles. The models may be specified using the cost,
sales comparison, or income approaches to value. The specification format maybe tabular, math-
ematical, linear, non-linear, or any other structure suitable for representing the relationship
between market value and observable property characteriettce. The appropriate approacbes should
be used In appraising a class of properties. The concepts of accepted techniques apply to both real
and personal property valuation models,

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

Comment: Departure from binding reauirem"Is (a) through (c) is not aermitted. Calibration refers
to the process of analyzing sets of property and market data to determine the specific parameters
ofa model. The table entries in s eeat manual are examples of calibrated parameters, as Pell ss
the coefficients in a linear or non•liaear model. Models should be calibrated using generally
accepted techniquea, including, but not limited to, multiple linear regression, nonlinear regression,
and adaptive estimation.	 -

Standards Rule 8-4

In developing a mass appraisal, an appraiser must observe the following specifle appraisal guidelines,
when applicable:

(a)	 coilect, verify, analyze, and reconcile such data as are necessary and appropriate to:

(D	 estimate cast now of the improvements)
(it)	 estimate accrued depreciationt
(ilt) estimate value by sales of comparable propertlesi
(€v)	 estimate value bycapitailaailonothncome.i.e.rentals, expenses, Interest rates, capital.

(ration rates and vacancy data.
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STANDARD tI (continued)

Siandarda Rule 64 (continued)

Comment: This rula requires appraisers engaged in mess appraisal to take reasonable steps to
ensure that the quantityand quality ofthe factual data that are collected are sufficient to produce
credible appraisals. For real property, systems for routinely collecting and maintaining axnership,
geographic, cotes, Income and expense, coat, and property characteristics data should be estab-
lished. Geographic data should be contained in a complate. set of eadastral maps compiled according
W current standards of detail and aceuracy, 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. The property
characteristics data file should contain data contemporaneous with the data of appraisal. It may
contain historical data on sales. The data collection program should incorporate a quality control
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 and expense statements
and cash flow projections, to weigh historical information and trends, current market factors
affkting such trends, and reasonably anticipated events, such as compedtlon from developments
either planned or under construction.

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

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

Standards Rule 66

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, aad Income approach, as applicable;

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

(c) when estimating the value of a leased fee estate or a leasehold estate, consider and anstym
the effect on value, if any, of the terms and conditions of the lease;

Comment: In ad valorem taxation the appralser may be required by rules or taw to appraise the
property as if in fee simple, as though unencumbered by existing leases. In such cases, market
rent a ould be used in the appraisal, ignoring the effect of the individual, actual contract rents.

(d) consider ondanalyze the effect onvalue, ifany, ofthe assemblage ofthe various parcels, 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
parts) and

Comment= When the value of the whole has been established and the appraiser seeka to estimate
the value of a part, the value of any such part must be tested by reference to appropriate market
data and aupported by an appropriate analysis crouch data.
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STANDARD © (continued]

Standards Rule 6-6 (continued)

(o) eonefderand analyze the effect on value(fany,ofanticipated public or private improvements,
located on or off the site, to the extent that market actions reflect such anticipated improve•
ments as of fhe effective appraisal date; appraise proposed improvements p ray after examining
and having available for future examination;

(1)

	

	 plane, specifications, or other documentation auHiclent to identify the scope and
character of the proposed improvements;

(it)	 evidence indicating thaprobsble time of completion oflheproposed improvements; and
(1(i) 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 ofvalue of proposed improvements
so that developers can estimate future property tax burdens. Sometimes condominiums and units
in planned unit developments are sold with an interest in unhuilt community property, the pro
rata value of whicb, if any, should be considered in the analysis of sales data.

Standards Rule 8.8

In reconciling a mass appraleal an appraiser must:

(a) eoasider and re,concllo the quality and quantity of data available and analyzed within the
approaches used and the applicability or suliabliity of the approaches used( and

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

Comment: De artau from binding r uirements a and (b)is not Permitted. It is implicit in mass
appraisal thet, even when properlyspecified and calibrated mass appralsel models are used, some
individual value estimates will not meet standards of reasonableness, consistency, and accuracy,
However, appraisers engaged in mesa appraisal have a professional responsibility to ensure that,
on an overall basis, models produce value estimates that meet attainable standards of aw"acy.
This responsibility requires appraisers to evaluate the performance of models, using techniques
including, but not limited to, goodness-of-St statistics, hold-out samples, analysis ofresiduals, and
appraisal-tosale ratio data. They also should review individual value estimates before they are used.

Standards Rule 43-7

A written summary report of a mass appraisal for ad valorem taxation or a written report of a mass
appraisaifor anyotherpurpose should clearly communicate the elements, results, opinions, and value
conclusions of the appraisal.

I)ocumentatlon fora mass appraisal for ad valorem taxation may be in the form of (1) property records
(2) reports, (3) manuals, (4) regulations, (b) statutes, and (6) other acceptable forms.

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

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

(Q)

	

	 contain sufficient informatlon to enable the porson(s) who receive or rely on the report to
understand it properly;
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STANDARD ti (continued)

Standards Rule 0-7 (continued)

(C)	 clearly and accurately disclose any extra ordinary assumptions or limiting condition that
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
taxallon, and, when provided, a written summary report of a mass appreisal for ad valorem taxation
must!

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

(h)	 disclose s py assumptions or limiting conditions that result in deviation from generally
accepted methods and techniques or that affect analyses, opinions, and concluslona;

Comment_ One limiting condition that must be disclosed is whether or not any physical 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 effectivedate is prescribed by law, the effective date of the appraisal, if not stated, is presumed
to be contemporaneous with the data and appraisal conclusions.

(d) define the value to be estimateell

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

Comment: The report should document the sources forlocating, describing, and listing the property.
When applicable, include references to legal descriptions, addresses, parcel identifiers, photos, and
building sketches. In mass appraisal this information is often included in property records. When
the property rights to be appraised ere specified in a statute or court ruling, the law should be
referenced.

M	 describe and juatify the model speeificationis) considered, data requirements, and the models
chosen;

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

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

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

(h) describe calibration methods considered and chosen, Including the mathematical form of the
final model(s)j describe how value estimates were reviewed; and, If necessary, describe the
avallabll€ty of Individual value estimates;
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STANDARD 8 (contlnued)

Standards Rule 8.7 (continued)

(1)	 In the case of real property, dtscuss hew higheat and beat use was determined;

Comment: The mass appraisal summary report should reverence ease low, 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	 Went lfy theappralsal performance teats used and set forth theperformance messuresattalned;

(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 appraised practices for mass appraisals prepared
far ad valorem taxation; and for mass appraisals prepared for other purposes, contain a signed
certification in accordance with Standards Rule 8.8.

Comment: Peaarhus from binding reoulrementa (a) through (1) la not Urmitted.

Standards Rule &g

Bach written mass appraisal for purposes other than ad valorem taxation must contain a signed
certification that is similar In content to the following forma

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

--	 the statements of fact contained In this report are true and correct.
— the reported analyses, oplaloos, and concluslons am 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 that Is the
subject of this repast, and I have no (or the specified) personal interest or blas 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, opfndons, and conclusions ware developed, and this report has been
prepared, inconformity with the Uniform Standards of Professional Appraisal Practice.

— I have (or have not) made a personal Inepeetion 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 professlonal assistance to the person signing this report.
(If them am exceptions, the name of each individual providing slgnificant professional
assistance must be stated.)

Comment: Departure from this bIrullos reeutrement is not„permitted.
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STANDARD 

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

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

Standards Rule 74

In developing a personal property appraisal, an appraiser moat:

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

Comment: Departure from this binding 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 personal property practice have a substantial impact upon
the appraisal profession. Important changes In the cost and manner of producing and marketing
personal property and changes In the legal framework in which property rights sod futereats are
created, conveyed, and financed have resulted in mrreaponding thsnges in appraisal theory and
practice, social change has also had an effect on appraisal theory and practice. To keep abreast
oftheae thenges anddev¢[opmenta, theappraisalprofessloareviewa and revises appraisal methods
and techniques and devises methods and techniques to meet new circumstances. For this reason,
it is not soMdent for appraisers to simply maintain the skills and the knowledge they possess
when they became appraisers. Each appraiser must continuously improve his or her skills to
remain proficient in personal property appraisal.

(b) not commit a subatantial error ofnmisslon or commisslon that significantly affects an appraisal;

Comment Departure fmm 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 sufficiently diligent to ensure that the date thatwould have a material or significant
effect on the resulting opinions or conclusions are tonsidered. Further, an appraiser must use
sufficient cars in anel}zing Guth data to avoid errors that would significantly affect his or her
opinions and toacEusions.

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

Comment Departure fivm this binding requirement is not permitted f erfection is impossible to
attain and competence does not require perfection. However, an appraiser must not render
appraisal services in a careless or negligent manner. This rule requires an appraiser to use due
diligence and due tarn. The fact that the rarelessnesa or negligence of an appralserhas not caused
an error "that sigaificently affects his or her opinions or conclusions and thereby seriously harms
a client or third party does not excuse such carelessness or negligence.
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STANDARD 7 (continued)

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 on 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 useaftho appraisal, includingall general and specific limiting
conditions)

(c)	 identify the effective date of the appro"ali

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

Comment If the value to be eatimated is market value, the appraiser must clearly indirata whetber
the estimate is the most probable price:
1. in term$ of cash; or
2. in terms of financial arrangements equivalent to rash; 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 clearly set forth, their contributlom to or negative influence an value
must be described and estimated, and the market data supporting the valuation estimate
must be described and explained;

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

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

(g) all pertinent fnformalion in Itema (a) through (f) above shalt be used In the development of a
personal property appraisal.

Standards Rule 7.3

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

(a) consider the effect of highest and beat use by measuring and analyzing the current use and
alternative races to encompass what is profitable, possible, legal and physically possible, as
relevant to the purpose and intended use of the appralsait

(b) personal property has several measurable marketplaces, and the appraiser must 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 under varying auction conditions. Therefore, the appraiser
must consider the subject property within the correct market context.

(e)	 consider the marketconditions at the time of the valuation Including market aceeptabillty of
the property as well as supply, demand, scarcity or rarity=
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STANDARD 7 (continued)

Standards Rule 7-3 (continued)

(di	 consider a sufficient quantity of data and any prior sales of the subject within a sufficient
period of occurrence to reach an 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 used should
be based on the availability of data and the purpose of the appraisal;

(f) consider the effects on value caused by attributea such as eondltion, 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 era Included In the appraisal,

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

(h) all pertinent information in Items (a) through (f) above shall be used In the development of a
personal property appraisal.
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STANDARD 8

In reporting the results of a personal property appraisal, an appraiser most communicate each
analysis, opinion, and conclusion In a manner that is not misleading,

Standards Rule &1

Each written or oral personal property appraisal report must:

(a)	 clearly and accurately set fo rth the appraisal In a manner that wi
ll 

not be misleading;

Comment: Departure from this binding requirement is not Permitted. Since most reports are used
and re lied upon by third parties, communications considered adequate by the appraiser's client
may not be sufficient. An appraiser must take extreme care to make certain that his or her reports
will not be misleading to va rious users of the appraisal report.

(b)	 contain sufficient information to enable the parson(a) who receive or rely an the report to
understand It properlyl

Comment: Departure from this binding requirement is not permitted A failure to observe two
rule could cause a client or other users of the repo rt to make a se rious error even though each
analysis, opinion, and conclusion in the report is clearly and acc uately 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 unde rstand it
properly. A31 reports, both wri tten and oral, moat clearly and accurately present the analy ^es,
opinions, and conclusions of the appraiser in sufficient depth and detail to address adequately the
significance of the specific appraisat problem.

(c)	 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 bindiegt requirement 1 3 not permitted. Third party use of an
appraisal to subject to tha defined purpose and intended use ofna appro€sal, including assump tions
and limiting conditions. In a written report, the disclosure would be required in conjunttiou with
statements of each opinion or conclusion that is affected.

Standards Rule 8&2

Each written personal property appraisal report must comply with the following specific reporting
guidelines by providing or including.

(a) descriptive Identification of the personal property being appralsedl

(b) Identification of the ownership interest being appraised;

Comment on (a) and ihl: Theca two guidelines are essen tial elements in any report. Iden tifying
the property rights being appraised requires a direct statement substan tiated as needed set ting
forth any known encumbran ces.

(e)	 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 appraisai)
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STANDARD 8 (continued)

Standards We 8.2 (continued)

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

Comment an (c). (d). and (a): nese three guidelines require clear disclwure to the reader of a
report setting forth the 'why, what and when' surrounding the appraisal. The purpose of the
appraisal is used generically to include both the task involved and the rationale for the appraisal
(purposs 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 haw the definition
is being applied (See Standards Rule 7 .21. The effective data of the appraisal establishes the context
for the value estimate, while the date or the report indicates whether the perspective of the
appraiser on the market conditions asof 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.

(A	 n deacriptlon of the extent of the process of collecting, eonfirming, and reporting data;

Comment:Tbisguidelineis intended to provide the reader with anunderstandingof the appraisal
process and protect third parties whose reliance on an appraisal report may be adeoted by the
apprelser's investigation; i.e., the process of collecting, conhumaing and reporting data.

(g)
all

	 and limiting erendition that affect the analyses, opinions, conclusions and
valuations;

(h) the Information considered, the appraisal procedures followed, and the reasoning that supports
the analyses, opinions, conclusions and valuations;

Comment: This guidetine calls for the appraiser to summarise the data considered and the
procedures that were followed. The appraiser must be certain that these points are covered in
sufficient depth and detail so that the client, and the various users of the appraisal report, will
understand it and will not be misled or confused_ The substantive content of the report, not its
size, determines its complisace with this specific reporting guideline.

(i) where appropriate, comparable sales data, auction results, offers from reputable 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 Keeping.)

(1)	 where appropriate, an explanation and support of the analysis of the highest and beat use;

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

(1)	 an explanationn and support of the ezoluslon of any of the usual valuation approaches;

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

(n) a signed certification in accordance with Standards Rule 8.3.
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STANDARD 8 (continued)

Standards Rule 8.3

Each written peraonsl property appraisal must contain a certifteatign that is similar in content to
the following forms

I certify that, to tho beat of my knowledge and beliefs

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

assumptions and limiting conditions, and are mypemonal, unb€aced 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 speclfled) 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 pre.
pared, in conformity with the Uniform Standards of Profeaeional 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 Ladividuals didandwhich Individuate did not make a personal inspection
of the appraised property.)
no one provided significant professional aashtanca to the person signing this report.
(If there are exceptions, the name of each individual providing significant professional
assistance most be slated.)

Comment: Departure from this binding requirement is not permitted.

Standards Rule 94

To the extent that it is both possible and appropriate, each oral personal property appraisal report
(including expert testimony) must address the substantive matters set forth in Standards Rule 8-2
and state conformity with Standards Rule &3.

Standards Rule &a

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

Comment Departure from th€a binding requirement Is not permitted.

This requirement is directed to the employer or supervisor signing the report of an employee or
subcontractor. The employer or supervisor signing the report is as responsible as the individual
preparing the appraisal for the content and conclusions of the appraisal and the report. Using a
conditional label next to the signature of the employer or supervisor or signing a form report on
theline over the words°review appralwr does not exem pt that individual from adherence tothese
standards.

This requirement does not address the responsihilitlea of a review 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 recognized methods and procedurea that era 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 appralsal, an appralser must:

(a) be aware of,understand, and correctly employ those recognized methods and proceduresthat
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
profsaafon. Important changes In the financial arena, securities regulation, tax law and major new
court decisions may reault in corresponding changes in business appraisal practice.

(b) not commit asubstantial errurofomissionor commission that significantly affects an appralaall

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

(o) not render appralsal services in a careless or negligent manner, Ruch as a aeries ofervors that,
considered Individually, may not significantly affect the results of an appraisal, but which,
when considered In the aggregate, would be misleading.

Comment: Departure. from this binding requirement is not permitted. Perfection Is impossible to
attain and competence does not require perfection. However, an appraiser must not render
appraisal servicos in a careless or negligentmanner. This rude requires an appraiser to usediligence
and care. The fact that the carelessness or negligence of an appraiserhas not caused an errorthat
significantly affects his or her opinions or conclusions and thereby seriously harms a client does
not excuse such carelessness or negligence.

Standards Rule 9•E

Indeveloping a businessorintangibleasset appraisal,anappralsermust obaervetho fatlowingspeciflo
appraisal guldetineai

(a) adequately Identify the business enterprise, assets, or equity under consideration, define the
purpose and the intended use of the appraisal, consider the elements of the appraisal investt•
gallon, considerany special limiting conditions, and identify the effective date of theappraisal;

(b) define the value being considered.
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STANDARD 9 (continued)

Standards Rule 9.3 (continued)

(I) if the appraisal concerns a business enterprise or equity interests, consider any buy-sell
agreements, Investment letter stock restrictions, restrictive corporate eharter or part.
.a re hip agreement clauses, and any similar features or factors that may have an influence
on value,

ili)	 if the appraisal concerns assets, the appraiser must consider whether the assets surer
(1) appraised separately; or
(2) appraised as parts of a going concern.

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

{iii) if the appraisal concerns equity intemsts In a business enterprise, consider the extent
to which the Interests do or do not contain element@ of ownership control.

Comment: Special attention should be paid to the attributes of the interest Was appraised
including the rights and benefits of ownership. The elements of control In a given situation may
be af'ected by law, distribution of ownerahip interests, contractual relationihip9, and many other
factors. As a consequence, the degree of control or lack of it depends on a broad variety of facts
and circumate Loa which most be evaluated in the apecific situation. Equity interests Ina business
enterprise are not necessarily worth the pro rata share of the business enterprise value as a whole.

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.

Stan	 Rule 9.3

In developing a business or Intangible asset appraisal relating to ant equity interest with the ability
to cause Liquidation of the enterprise, an appraiser must Investigate the possibtlity that the business
enterprise may have a higher value In liquidation than for continued operation as a going concern
absent contrary provisions *flaw of a competent jurisdiction. If liquidation Is the indicated heels of
valuation, any real estate or personal property to be liquidated must he valued under the appropriate
standard.

Comment: Departure from this binding requirement is not Permitted. This rule requires the
appraiser to reoogalxe that continued operation of a business is not always the beet 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 ca use liquidation.
If liquidation in the appropriate promise of value, than assets such as real estate and tangible
personal property must be appraised under Standard 1 and Standard 7, respectively.

Standards Rule 94

In developing a business or intangible easel appra[sal, an appraiser must observe the following specific,
appraisal guldellues when applicablet

(a) consider all appropriate valuation methods and procedures.

(b) collect and analyze relevant data regarding:
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STANDARD 9 (continued)

Standards Rule 94 (continued)

"I	 the nature and history of the business;
ill)	 financial and economic conditions affecting the business enterprise, its Industry, and

the general economy;
(lit)	 past results, current operations, and future prospects of the business enterprise;
(iv)	 past sales ofcapiial a lock or other own ership interests In the business enterprise being

appraised;
ev)	 sales of similar businesses or capital stock of publicly held similar businessesl
evil	 prices, ierms, and conditions affecting pest 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 information is available should also be considered.

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

Economic obsolescence Is a major consideration when Assets ere considered Aa parts of a going
concern. it may also be one of the criteria in deciding that liquidation to the appropriate premise
for valuation.

Standards Hula"

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

(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
relinble data are available. However, it does not mean that the appraiser must "a all approaches
in order to comply with the rule if certain approaches are not applicable-

(b) consider and reconeile the indications of value resulting tram the various approaches to arrive
at the value conclusion.

Comment: Departure from this binding requirement is not permitted. The appraiser must evaluate
the relative reliability of the various indications of value. The 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 10

in reporting the results of a business or Intangible asset appraisal an appraiser must communicate
each analysis, opi nlan, and conclusion Ina manner that is not misleading.

Standards Rule to.1

Each written or oral business or intangible asset appraisal report must:

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

Comment: Departure frem this binding requirement is not permitted.

(b) contain sufficient Information to enable the intended user(s) to understand It. Any speelfle
limiting cnndlllons concerning information should be noted.

Comment= Departure from this binding r uirement is not permitted. Any specific limiting con-
ditions should be noted in the engagement letter as well as in the report itself. A failure to vbserve
this rule could cause the intended usera 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 affects the
appraisal and indicate its Impact on value.

Comment: Departure from this binding requirement is not Permitted. This Wile requires a clear
and accurate disclosure of any extraordinary a tunptlona or conditions that directly affect an
analysis, opinion, or conclusion. Examples of such extraordinary assumptions orconditions might
include items such as the execution of a pending tease agreement, atypical financing, infusion of
additional working capital or maMng other capital additions, or compliance with regulatory
authority rules. The report abaild indicate whether the extraordinary assumption or condition
has a positive, negative or neutral impact an value.

Standards Rule 108	 -

Each written business or Intangible asset appraisal report must comply with the following specific
reporting gufdellneat

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

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

(v)	 define the value to be estimated.

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

Comment: if the appraisal com*ms equity, it is not enough to identify the entity in which the
equity is 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 stated.

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

le)	 describe the extent of the oppralsal process employed;

if)	 set forth all assumptions and limiting conditions that affect the analyses, opinions, and conclu,,ions.
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STANDARD 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 0.

(t)	 set forth the rationale for the vatualion methods and procedures considered and employed.

fl)	 include a certification in accordance with Standards Rule 10-3.

Standards Rule IM

Each written business or intangible asset appraisal report must contain a certification that is sludiar
In content to the following.

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

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

assumptions and Itnddog 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 Was with
respect to the parties involved.
my compensation Is not contingent on an lotion or event resulting from the analyses,
opinions, or oonclwlons in. or the use of this reporj.
my analyses, opinions, and conclusions were developed, and this report has been pre-
pared, hn conformity with the Uniform Standards of Professional Appraisal Practice.
no one provided significant professional assistance to the person signing this report.
(It there are exceptions, the name of each Individual providing significant professional
asaistance must be stated.)

Comment: Departure from this binding requirement is not permitted -

13tandarda Rule 104

To the extent that It Is both possible and appropriate, each oral bustneas or Intangible asset appraisal
report (including expert testimony) must address the substantive matters set forth in Standards Rule
10-2 and stale conformity with Standards We IDS.

Standards Rule 10-6

An appraiser who sigas a business or intangible asset appraisal report prepared by another, even
under the label `review appraiser", must accept full responsibility for the contents of lids report.

gqmmen Departure from lhishlndinAreguirementianot permits.ed .ThisrequirementIsdirected
to the employer or supervisor signing the report of an employee or subcontractor. The employer
or supervisor signing thereport is as responsible as theindividual preparing the appraisal for the
content and conclusions of the appraisal and the report. Using a conditional label nert to the
signature of the employer or aupervisor or signing a form report on the line over the words "review
appraiser' does not exempt that individual from adherence to these Standards.

This requirement does not address the respoorihi[itles of a review appraiser, the subject of Standard 3.
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Appendix

Origin and History of USPAP

These standards are based on the original Uniform Standards of Professional Appraisal Practice developed
in 1986-87 bythe Ad Hoc Committee on Uniform Standardsand copyrighted in 1987 by The Appraisal Foundation.
Prior to the establishmcat of the ASB in 1959, USPAP had lwa adopted by major appraisal organizations in
North America and became recognized as the generally aecepted standards of appraisal practice.

At its organizational meeting on January 30, 1989, the ASB unanimously approved and adopted the original
USPAP as the initial appraisal standards promulgated by the ASB. USPAP may be altered, amended, interpreted,
supplemented, or repealed by the ASB after exposure to the appraisal profession, users of appraisal services and
the public in accordance with established rules of procedure.

Effective Bate of 0tiginal Uniform Standards: 	 April 27, 1987

Amendments by the Appraisal Standards Board to Bate:

Preamble April 20, 1990
Ethics Provision December 4, 1989
Competency Provision April 20, 1990
Departure Proviaion March 22, 1994
Jurisdictional Exception and Supplemental Standards sections July 19, 1944
Aennitloossection March 22, 1994
Standard 1 April 20, 1990
Standard 2 March 22, 1994
Standard 3 March 22, 1994
Standards 4 and 5 June 5, 1990
Standard September 10, 1991
Standards 7 and 8 March 3, 1992
Standards 9 and 10 September 18, 1992

Register, July, 1995, No. 476


	475RLappendix.pdf 

