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144-1 DEPARTMENT OF REGULATION AND LICENSING

Chapter RL 87
APPENDIX I

UNIFORM STANDARDS OF PROFESSIONAL APPRAISAL PRACTICE

The Uniform Standards of Professional Appraisal Practice (“USPAP”) Copyright (c) 1996 by The Appraisal Foundation, are
reproduced with permission of The Appraisal Foundation. All rights reserved. No part of the USPAP may be reproduced without prior
consent of The Appraisal Foundation.

Copies of the USPAP (including advisory opinions) are available from the Appraisal Foundation, 1029 Vermont Avenue, N.W., Suite
900, Washington, D.C. 20005-3517, (202) 347-7722.
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WISCONSIN ADMINISTRATIVE CODE 144-2

UNIFORM STANDARDS OF PROFESSIONAL APPRAISAL PRACTICE
as promulgated by the
Appraisal 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 manner
that will be meaningful to the client and will not be misleading in the marketplace. These Uniform Standards of Profes-
sional Appraisal Practice reflect the current standards of the appraisal profession.

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

These Standards deal with the procedures to be followed in performing an appraisal, review or consulting service and the
manner in which an appraisal, review or consulting service is communicated. Standards 1 and 2 relate to the development
and communication of a real property appraisal. Standard 3 establishes guidelines for reviewing an appraisal and reporting
on that review. Standards 4 and 5 address the development and communication of various real estate or real property con-
sulting functions by an appraiser. Standard 6 sets forth criteria for the development and reporting of mass appraisals for ad
valorem tax purposes or any other universe of properties. Standards 7 and 8 establish guidelines for developing and com-
municating personal property appraisals. Standards 9 and 10 establish guidelines for developing and communicating busi-
ness appraisals.

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

These Standards are for 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 provide interpretation from the Appraisal Standards
Board concerning the background or application of certain provisions, definitions, or standards rules. There are
no comments for provisions, definitions, and Standards Rules that are axiomatic or have not yet required further
explanation; however, additional comments will be developed and others supplemented or revised as the need
arises.
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144-3 DEPARTMENT OF REGULATION AND LICENSING

ETHICS PROVISION

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

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

Conduct

An appraiser must perform ethically and competently in accordance with these standards and not engage in conduct that is
unlawful, unethical, or improper. An appraiser who could reasonably be perceived to act as a disinterested third party in
rendering an unbiased appraisal, review, or consulting service must 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 partic-
ular, it is unethical for an appraiser to use or communicate a misleading or fraudulent report or to knowingly permit
employee or other person to communicate a misleading 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 clearly 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 3) the report clearly describes the rationale for this assumption, the nature of the hypothetical con-
dition, 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 con-
form 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 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 is unethical.

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

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

Advertising for or soliciting appraisal 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 be the responsibility of an individual appraiser, but for a particu-
lar assignment, it is the responsibility of individual appraiser to ascertain that there has been no breach of ethics,
that the appraisal is prepared in accordance with these Standards, and that the report can be properly certified as
required by Standards Rules 2-3, 3-2, 5—- 3, 6-8, 8-3 or 10-3.

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

Comment: Assignments where the appraiser is not acting in a disinterested manner are further discussed in the Gen-
eral Comment to Standard 4. The preparer of the written report of such an assignment must certify that the com-
pensation is contingent and must explain the basis for the contingency in the report (See S.R. 5-3) and in any trans-
mittal letter in which conclusions are stated.

Confidentiality!

An 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 an assign-
ment prepared for a client to anyone other than: 1) the client and persons specifically authorized by the client; 2)
such third parties an may be authorized by due process of law; and 3) a duly authorized professional peer review

committee. As a corollary, it is unethical for a member of a duly authorized professional peer review committee
to disclose confidential information or factual data presented to the committee.
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WISCONSIN ADMINISTRATIVE CODE 144-4

ETHICS PROVISION (continued)

Record Keeping

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

Comment: Written records of assignments include true copies of written reports, written summaries of oral testi-
mony and reports (or a transcript of testimony), all data and statements required by these Standards, and other infor-
mation as may be required to support the findings and conclusions of the appraiser. A workfile may also include
information stored on electronic, magnetic, or other media as well as a reference indicating the location of other
information utilized in the appraisal.

A workfile preserves evidence of the appraiser’s consideration of all applicable data and statements required by
USPAP and other information as may be required to support the findings and conclusions of the appraiser. For
example, the content of a workfile for a Complete Appraisal must reflect consideration of all USPAP requirements
applicable to the specific Complete Appraisal assignment. However, the content of a workfile for a Limited
Appraisal need only reflect consideration of the USPAP requirements from which there has been no departure and
that are applicable to the specific Limited Appraisal assignment.

A photocopy or an electronic copy of the entire actual written appraisal, review, or consulting report sent or deliv-
ered to a client satisfies the requirement of a true copy. As an example, a photocopy or electronic copy of the Self—
Contained Appraisal Report or the Summary Appraisal Report or Restricted Appraisal Report actually issued by
an appraiser for a real property Complete Appraisal or Limited Appraisal assignment satisfies the true copy require-
ment for that assignment.

Care should be exercised in the selection of the form, style, and type of medium for written records, which may
be handwritten and informal, to ensure they are retrievable by the appraiser throughout the prescribed record reten-
tion period.

A workfile must be in existence prior to and contemporaneous with the issuance of a written or oral report. A writ-
ten summary of an oral report must be added to the workfile within a reasonable time after the issuance of the oral
report.

A workfile must be made available by the appraiser when required by due process of law. In addition, a workfile
in support of a Restricted Appraisal Report must be available for inspection by the client in accordance with the
Comment to Standards Rule 2-2 (c) (viii).
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144-5 DEPARTMENT OF REGULATION AND LICENSING

COMPETENCY PROVISION

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

1. disclose the lack of knowledge and/or experience to the client before accepting the assignment; and
2. take all steps necessary or appropriate to complete the assignment competently; and
3. describe the lack of knowledge and/or experience and the steps taken to complete the assignment

competently in the report.

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

Although this provision requires an appraiser to identify the problem and disclose any deficiency in competence
prior to accepting an assignment, facts or conditions uncovered during the course of an assignment could cause
an appraiser to discover that he or she lacks the required knowledge or experience to complete the assignment com-
petently. 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 con-
sideration of specific date such as demographics, costs, sales and rentals. The necessary understanding of local mar-
ket conditions provides the bridge between a sale and a comparable sale or a rental and a comparable rental. If an
appraiser is not in a position to spend the necessary amount of time in a market area to obtain this understanding,
affiliation with a qualified local appraiser may be the appropriate response to ensure the development of a compe-
tent appraisal.

Register, January, 1998, No. 505


https://docs.legis.wisconsin.gov/document/register/554/B/toc
http://docs.legis.wisconsin.gov/code/admin_code

Removed by Register February 2002 No. 554. For current adm. code see: http://docs.legis.wisconsin.gov/code/admin_code.

WISCONSIN ADMINISTRATIVE CODE 144-6

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 is on the appraiser to decide before accepting an assignment and
invoking this provision that the result will 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 be required by the specific guidelines, provided that prior to entering into such an agree-
ment:

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

2. the appraiser has advised the client that the assignment calls for something less than, or different
from, the work required by the specific guidelines and that the report will clearly identify and
explain the departure(s); 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, 1-5, 2-1, 2-2, 2-3, 2-5, 3-1, 3-2,4-1,
5-1, 5-3, 6-1, 6- 3, 66, 6-7, 6-8, 7-1, 8-1, 8-3, 8-5, 9-1, 9-3, 9-5, 10-1, 10-3 and 10-5. This restriction on departure is
reiterated throughout the document with the reminder comment: Departure from this binding requirement is not per-
mitted.

Comment: For the purpose of this provision, 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. In this context, the
purpose and intended use of the appraisal or consulting service are critical.

If an appraiser enters into an agreement to perform an appraisal or consulting service that calls for something less
than, or different from, the work that would otherwise be required by the specific appraisal guidelines, Standards
Rules 2-2(a)(xi), 2-2(b)(xi), 2-2(c)(xi), 5-2(i), 8— 2(m), and 10—2(h) require that the report clearly identify and
explain departure(s) from the specific guidelines.
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144-7 DEPARTMENT OF REGULATION AND LICENSING

JURISDICTIONAL EXCEPTION

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

Comment: The purpose of the Jurisdictional Exception is strictly limited to providing a saving or severability clause
intended to preserve the balance of USPAP if one or more of its parts are determined as contrary to law or public
policy of a jurisdiction. By logical extension, there can 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 assignment
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 appraiser’s report.

As used in the Jurisdictional Exception, law means a body of rules with binding legal force established by control-
ling governmental authority. This broad meaning includes, without limitation, the federal and state constitutions,
legislative and court made law, and administrative rules, regulations, and ordinances. Public policy refers to more
or less well defined moral and ethical standards of conduct, currently and generally accepted by the community
as a whole, and recognized 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.

SUPPLEMENTAL STANDARDS

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

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

By certifying conformity with USPAP for an assignment in which an appraiser satisfied a professional 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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WISCONSIN ADMINISTRATIVE CODE 144-8

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

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

Complete Appraisal: the act or process of estimating value or an estimate of value performed without
invoking 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 REQUIREMENT: 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.
BUSINESS ENTERPRISE: a commercial, industrial or service organization pursuing 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 limited to capital stock, partnership interests, cooperatives, sole proprietorships,
options, and warrants).

CASH FLOW ANALYSIS: a study of the anticipated movement of cash into or out of an investment.
CLIENT: any party for whom an appraiser performs a service.

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

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

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

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

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

MARKET VALUE: market value is the major focus of most real property appraisal assignments. Both economic and legal
definitions of market value have been developed and refined. A current economic definition agreed upon by agencies that
regulate federal financial institutions in the United States of America is:

The most probable price which a property should bring in a competitive and open market under all conditions requisite to a
fair sale, the buyer and seller each acting prudently and knowledgeably, and assuming the price is not affected by undue
stimulus. Implicit in this definition is the consummation of a sale as of a specified date and the passing of title from seller to
buyer under conditions whereby:

1. buyer and seller are typically motivated;

2. both parties are well informed or well advised, and acting in what they consider their best interests;
3. a reasonable time is allowed for exposure in the open market;

4. payment is made in terms of cash in United States dollars or in terms of financial arrangements

comparable thereto; and

5. the price represents the normal consideration for the property sold unaffected by special or creative
financing or sales concessions granted by anyone associated with the sale.
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144-9 DEPARTMENT OF REGULATION AND LICENSING

DEFINITIONS (continued)
MARKET VALUE (continued)

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 the services are being performed.

MASS APPRAISAL: the process of valuing a universe of properties as 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 public 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 concepts 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 assignment.

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

The types of written reports listed below apply to real property appraisals:

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

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

Restricted Appraisal Report: a written report prepared under Standards Rule 2-2(c) 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 limited
conditions. (See DEPARTURE PROVISION)
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WISCONSIN ADMINISTRATIVE CODE 144-10

STANDARD 1

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

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

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

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

Comment: 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 the real estate field have a substantial impact on the appraisal profession. Important changes in the cost and man-
ner of constructing and marketing commercial, industrial, and residential real estate and changes in the legal frame-
work in which real property rights and interests are created, conveyed, and mortgaged have resulted in correspond-
ing changes in appraisal theory and practice. Social change has also had an effect on appraisal theory and practice.
To keep abreast of these changes and developments, the appraisal profession is constantly reviewing and revising
appraisal methods and techniques and devising new methods and techniques to meet new circumstances. For this
reason it is not sufficient for appraisers to simply maintain the skills and the knowledge they possess when they
become appraisers. Each appraiser must continuously improve his or her skills to remain proficient in real property
appraisal.

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

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

(o) not render appraisal services in a careless or negligent manner, such as a series of errors that, con-
sidered individually, may not significantly affect the results of an appraisal, but which, when consid-
ered in the aggregate, would be misleading.

Comment: Departure from this binding requirement is not permitted. Perfection is impossible to attain and compe-
tence does not require perfection. However, an appraiser must not render appraisal services in a careless or negli-
gent 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.

Standards Rule 1-2
In developing a real property appraisal, an appraiser must observe the following specific appraisal guidelines:

(a) adequately identify the real estate,1 identify the real property interest, consider the purpose and
intended use of the appraisal, consider the extent of the data collection process, identify any special
limiting conditions, and identify the effective date of the appraisal; 2

(b) 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:

@) 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 an estimate of value is based on sub-

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

Comment: For certain types of appraisal assignments in which a legal definition of market value has been estab-
lished and takes precedence, the Jurisdictional Exception may apply to this guideline.

When estimating market value, the appraiser should be specific as to the estimate of exposure time linked to the
value estimate.>
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144-11 DEPARTMENT OF REGULATION AND LICENSING

STANDARD 1 (continued)
Standards Rule 1-2 (continued)

(c) consider easements, restrictions, encumbrances, leases, reservations, covenants, contracts, declara-
tions, special assessments, ordinances, or other items of a similar nature;

(d) consider whether an appraised fractional interest, physical segment, or partial holding contributes
pro rata to the value of the whole;

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

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

Standards Rule 1-3
In developing a real property appraisal, an appraiser must observe the following specific appraisal guidelines:

(a) consider the effect on use and value of the following factors: existing land use regulations, reason-
ably probable modifications of such land use regulations, economic demand, the physical adaptabil-
ity of the real estate, market area trends, and the highest and best use of the real estate;

Comment: This guideline sets forth a list of factors that affect use and value. An appraiser must avoid making an
unsupported assumption or premise market area trends, effective age, and remaining life. In considering highest
and best use, an appraiser should develop the concept to the extent that is required for a proper solution of the
appraisal problem being considered.

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

Comment: 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 as if vacant.

Standards Rule 1-4

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

(a) value the site by an appropriate appraisal method or technique;
(b) collect, verify, analyze, and reconcile:
i) such comparable cost data as are available to estimate the cost new of the improvements (if
any);
(ii) such comparable data as are available to estimate the difference between cost new and the
present worth of the improvements (accrued depreciation);
(iii) such comparable sales data, adequately identified and described, as are available to indi-
cate a value conclusion;
(iv) such comparable rental data as are available to estimate the market rental of the property
being appraised;
(v) such comparable operating expense data as are available to estimate the operating expen-
ses of the property being appraised;
(vi) such comparable data as are available to estimate rates of capitalization and/or rates of
discount.

Comment: This rule covers the three approaches to value. See Standards Rules 2—2(a)(x), 2-2(b)(x), and 2—-2(c)(x)
for corresponding reporting requirements.
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STANDARD 1 (continued)

Standards Rule 1-4 (continued)

(c)

(d)

(e)

®

(@

(h)

@

base projections of future rent and expenses on reasonably clear and appropriate evidence;!

Comment: This guideline requires an appraiser, in developing income and expense statements and cash flow pro-
jections, to weigh historical information and trends, current market factors affecting such trends, and anticipated
events such as competition from developments under construction.

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);

consider and analyze the effect on value, if any, of the assemblage of the various estates or compo-
nent parts of a property and refrain from estimating the value of the whole solely by adding
together the individual values of the various estates or component parts;

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

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

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

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

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

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

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

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

(ii) evidence indicating the probable time of completion of the proposed improvements; and

(iii) reasonably clear and appropriate evidence supporting development costs, anticipated

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

Comment: The evidence required to be examined and maintained under this guideline may include such items as
contractor‘s estimates relating to cost and the time required to complete construction, market, and feasibility stud-
ies; operating cost data; and the history of recently completed similar developments. The appraisal may require a
complete feasibility analysis (See Standard Rule 4-6).

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(b)(xi), and 2— 2(c)(xi) for corresponding reporting requirements.

Standards Rule 1-5

In developing a real property appraisal, an appraiser must:

(a)

(b)

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;

consider and analyze any prior sales of the property being appraised that occurred within the fol-
lowing time periods:!

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

Comment: Comment: The intent of this requirement is to encourage the research and analysis of prior sales of the
subject; the time frames cited are minimums.
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STANDARD 1 (continued)

Standards Rule 1-5 (continued)

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

Comment: Departure from binding requirements (a) through (c) is not permitted. See the Comments to Standards
Rules 2— 2(a)(xi), 2—2(b)(xi), and 2—-2(c)(xi) for corresponding reporting requirements.

Register, January, 1998, No. 505


https://docs.legis.wisconsin.gov/document/register/554/B/toc
http://docs.legis.wisconsin.gov/code/admin_code

Removed by Register February 2002 No. 554. For current adm. code see: http://docs.legis.wisconsin.gov/code/admin_code .

WISCONSIN ADMINISTRATIVE CODE 144-14

STANDARD 2

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

Comment: Standard 2 governs the 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 must:

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

Comment: Departure from this binding requirement is not permitted.

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

Comment: Departure from this binding requirement is not permitted. The person(s) 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.

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

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

Standards Rule 2—-2

Each written real property appraisal report must be prepared under one of the following three options and prominently
state which option is used: Self-Contained Appraisal Report, Summary Appraisal Report or Restricted Appraisal Report.l

Comment: The essential difference among the three options is in the use and application of the terms describe, sum-
marize and state. Describe is used to connote a comprehensive level of detail in the presentation of information.
Summarize is used to connote a more concise presentation of information. State is used to connote the minimal
presentation of information.

(a) The Self-Contained Appraisal Report must:
i) identify and describe the real estate being appraised; 2
(ii) state the real property interest being appraised;

Comment on (i) and (ii): Identifying the real estate can be accomplished by any combination of a legal description,
address, map reference, copy of a survey or map, property sketch and/or photographs. A property sketch and photo-
graphs 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.

(iii) state the purpose and intended use of the appraisal;
@iv) define the value to be estimated;
v) state the effective date of the appraisal and the date 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 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 clearly indicate
to the reader how the definition is being applied [See Standards Rule 1-2(b)].2 The effective date of the appraisal
establishes the context for the value estimate, while the date of the report indicates whether the perspective of the
appraiser on the market conditions as of the effective date of the appraisal was prospective, current, or retrospective.
Reiteration of the date of the report and the effective date of the appraisal at various stages of the report in tandem
is important for the clear understanding of the reader whenever market conditions on the date of the report are differ-
ent from market conditions on the effective date of the appraisal.
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144-15 DEPARTMENT OF REGULATION AND LICENSING

STANDARD 2 (continued)
Standards Rule 2-2(a) (continued)
(vi) state 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, con-
firming and reporting data.

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

(vii) state all assumptions and limiting conditions that affect the analyses, opinions, and conclu-
sions;

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 of each opinion or conclusion that is affected.

(viii) describe the information considered, the appraisal procedures followed, and the reasoning
that supports the analyses, opinions, and conclusions;

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 appraiser‘s opinion as to the highest and best use of
the real estate, unless an opinion as to highest and best use is unnecessary, e. g, insurance valuation or value in use
appraisals. If an opinion as to highest and best use is required, the reasoning in support of the opinion must also
be described 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;

(xi) 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
1;

Comment: This requirement calls far a Self—Contained Appraisal Report to include sufficient information to indi-
cate 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 must contain a prominent section that clearly
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 Stan-
dard 1 is the basis for the reliability of the value conclusion.

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

(xii) include a signed certification in accordance with Standards Rule 2-3.

Comment: Departure from binding requirements (i) through (xii) above is not permitted.
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STANDARD 2 (continued)

Standards Rule 2-2(b) (continued)

(b)

The Summary Appraisal Report must:

Comment: The essential difference between the Self—-Contained Appraisal 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.

i) identify and provide a summary description of the real estate being appraised;!
(ii) state the real property interest being appraised;

Comment on (i) and (ii): Identifying the real estate can be accomplished by any combination of a legal description,
address, map reference, copy of a survey or map, property sketch and/or photographs. A property sketch and photo-
graphs 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.

(iii) state the purpose and intended use of the appraisal;
(iv) define the value to be estimated;
) state the effective date of the appraisal and the date of the report;2

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 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 clearly indicate
to the reader how the definition is being applied [See Standards Rule 1-2(b)].3 The effective date of the appraisal
establishes the context for the value estimate, while the date of the report indicates whether the perspective of the
appraiser on the market conditions as of the effective date of the appraisal was prospective, current, or retrospective.
Reiteration of the date of the report and the effective date of the appraisal at various stages of the report in tandem
is important for the clear understanding of the reader whenever market conditions on the date of the report are differ-
ent from market conditions on the effective date of the appraisal.

(vi) summarize 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, con-
firming and reporting data.

Standards Rule 2—-2 (b)(vi) 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.

(vii) state all assumptions and limiting conditions that affect the analyses, opinions, and conclu-
sions;

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 of each opinion or conclusion that is affected.

(viii) summarize the information considered, the appraisal procedures followed, and the reason-
ing that supports the analyses, opinions, and conclusions;

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 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 appraiser‘s opinion as to the highest and best use of
the real estate, unless an opinion as to highest and best use is unnecessary, e.g. insurance valuation or value in use
appraisals. If an opinion as to highest and best use is required, the reasoning in support of the opinion must also
be 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;
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STANDARD 2 (continued)
Standards Rule 2-2(b) (continued)

(xi) summarize any additional information that may be appropriate to show compliance with,
or clearly identify and explain permitted departures from the specific guidelines of Stan-
dard 1;

Comment: This requirement calls for a Summary Appraisal 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 infor-
mation 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 must contain a prominent section that clearly
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 Stan-
dard 1 is the basis for the reliability of the value conclusion.

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

(xii) include a signed certification in accordance with Standards Rule 2-3.
Comment: Departure from binding requirements (i) through (xii) above is not permitted.
(c) The Restricted Appraisal Report must:

Comment: The essential difference between the Self—Contained and Summary Appraisal Reports and the
Restricted Appraisal Report is both the level of detail of presentation and a use restriction that limits the reliance
on the report to the client and considers anyone else using the report an unintended user.

i) identify the real estate being appraised;!

Comment: Identifying the real estate can be accomplished by a legal description, address, copy of a survey, or prop-
erty sketch.

(ii) state the real property interest being appraised;
(iii) 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(c)(xi) below.)

@iv) 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; 2

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 the 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 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 Rule 2-2 (c)(vi) 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 contents of the report.

(vii) state all assumptions and limiting conditions that affect the analyses, opinions, and conclu-
sions;

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 of each opinion or conclusion that is affected.
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STANDARD 2 (continued)
Standards Rule 2-2(c) (continued)
(viii) state the appraisal procedures followed, state the value conclusion and reference the exis-

tence of specific file information in support of the conclusion;

Comment: An appraiser must maintain a specific, coherent file in support of a Restricted Appraisal Report. The
contents of the file should mirror the contents of a Self-Contained Appraisal Report. The file should be available
for inspection by the client, such third parties as may be authorized by due process of law, and a duly authorized
professional peer review committee.

(ix) state 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 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;

(xi) 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 information
in the workfile of the appraiser, and clearly identify and explain any permitted departures
from the specific guidelines of Standard 1;

Comment: The Restricted Appraisal Report is intended for use only by the client. Before entering into an agree-
ment, 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 different from the work
required by the specific guidelines. The report of a 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 1-5 is significant information that
deserves comment in any report. If such information is unobtainable, comment on the efforts undertaken by the
appraiser to obtain the information is required.

(xii) 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 belief:

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

— the reported analyses, opinions, and conclusions are limited only by the reported assump-
tions and limiting conditions, and are my personal, unbiased professional analyses, opin-
ions, and conclusions.

— I have no (or the specified) present or prospective interest in the property that is the sub-
ject 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 direc-
tion 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 prepared,
in conformity with the Uniform Standards of Professional Appraisal Practice.

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

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

Comment: Departure from this binding requirement is not permitted.
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144-19 DEPARTMENT OF REGULATION AND LICENSING

STANDARD 2 (continued)
Standards Rule 2—4

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

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

See Record Keeping under the ETHICS PROVISION for corresponding requirements.
Standards Rule 2—-5

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

Comment: Departure from this binding requirement is not permitted.

This requirement is directed to an appraiser acting as 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. Using a conditional label next to the signa-
ture 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 3.
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In reviewing an appraisal and reporting the results of that review, an appraiser must form an opinion as to the adequacy
and appropriateness of the report being reviewed and must clearly disclose the nature of the review process undertaken.!

Comment: The function of reviewing an appraisal requires the preparation of a separate report or a file memoran-
dum 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 prop-
erty 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 2-5. In accordance with Stan-
dards Rule 2-5, any appraiser who signs the appraisal report accepts full responsibility for the appraisal and
appraisal report. To avoid confusion between these two functions, review appraisers should not sign the report
under review unless they intend to take the responsibility of a cosigner.

Review appraisers must take appropriate steps to indicate 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 clearly distinguishing between the review process and the
appraisal or consulting processes. Original work by the review appraiser may be governed by STANDARD 1 or
STANDARD 4 rather than this standard. A misleading or fraudulent review and/or report violates the ETHICS
PROVISION.

Standards Rule 3-1

In reviewing an appraisal, an appraiser must:

(a)

(b)
(c)

(d)

(e)

identify the report under review, the real estate and real property interest being appraised, the effec-
tive 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 as of the effective date of the opin-
ion in the report being reviewed.

Information that could not have been available to the appraiser on the date of the report being reviewed should not
be used by a review appraiser in the development of a review.

The introduction of new information requires separate analyses and opinions by the review appraiser consistent
with Standards Rule 3—1 (f).

identify the extent of the review process to be conducted;

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 are required to form an opinion as to the completeness
of the report under review within the context of the reporting requirements for the type of report submitted for
review: Self—Contained Appraisal Report (Standards Rule 2-2(a)), Summary Appraisal Report (Standards Rule
2-2(b)) or Restricted Appraisal Report (Standards Rule 2-2(c)).

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

form an opinion as to the appropriateness of the appraisal methods and techniques used and
develop the reasons for any disagreement;
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144-21 DEPARTMENT OF REGULATION AND LICENSING

STANDARD 3 (continued)
Standards Rule 3-1 (continued)

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

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

An opinion of a different estimate of value from that in the report under review, or a statement that the value estimate
in the report under review remains reasonable as of a more current effective date, may be expressed, provided the
review appraiser:

1. satisfies the requirements of STANDARD 1;

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

3. clearly identifies and discloses all assumptions and limitations connected with the different estimate of
value to avoid confusion in the marketplace.

Standards Rule 3-2

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

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

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

(c) set forth the opinions, reasons, and conclusions required in Standards Rule 3-1 (¢), (d), (e) and (f);
(d) include all known pertinent information;

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

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

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

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

— I have no (or the specified) present or prospective interest in the property that is the sub-
ject 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, opin-
ions, or conclusions in, or the use of, this review report.

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

— I did not (did) personally inspect the subject property of the report under review.

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

Comment: Departure from binding requirements (a) through (e) above is not permitted.
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144-22

In performing real estate or real property consulting services, an appraiser must be aware of, understand, and correctly
employ those recognized methods and techniques that are necessary to produce a credible result.

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

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

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

Standards Rule 4—-1

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

(a)

(b)

(c)

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

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

not render consulting services in a careless or negligent manner, such as a series of errors that, con-
sidered individually, may not significantly affect the results, but which, when considered in the
aggregate, would be misleading.

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

Standards Rule 4-2

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

(a)
(b)

(c)
d

(e)

®

clearly identify the client‘s objective;

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 and/or property
under consideration (if any), describe any special limiting conditions, and identify the effective date
of the consulting service;

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

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 collection;

all pertinent information shall be included;

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

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

Register, January, 1998, No. 505


https://docs.legis.wisconsin.gov/document/register/554/B/toc
http://docs.legis.wisconsin.gov/code/admin_code

Removed by Register February 2002 No. 554. For current adm. code see: http://docs.legis.wisconsin.gov/code/admin_code .

144-23 DEPARTMENT OF REGULATION AND LICENSING

STANDARD 4 (continued)
Standards Rule 4-2 (continued)
(2 base all projections on reasonably clear and appropriate evidence.

Comment: A consulting service must begin with a clear identification of the client’s objective, which may not be
explicit in the client’s statement of the assignment. The appraiser should precisely define the nature of the problem
the client faces and the purpose of the consulting service. If the consulting service involves specific real estate or
property, the appraiser must obtain a legal description, street address or other means of specifically and adequately
identifying the real estate or property.

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

Standards Rule 4-3

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

(a) identify alternative courses of action to achieve the client’s objective, and analyze their implications;

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

(c) 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.
Comment: After proper consideration of all alternative courses of action, the appraiser should identify the optimum

course of action in terms of the client’s objective and forecast the likelihood it can be achieved. All conclusions
must be logically related to the 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 applicable:

(a) define and delineate the market area;

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

(c) identify, measure, and forecast the effect of anticipated development or other changes and future
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. Support-
ive reasoning for the selection of the boundaries must be stated. The appraiser should identify the specific class(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 space for the specific use within the defined market area, an explanation of the competitive position of the sub-
ject, and a forecast of how anticipated changes in future supply (additions to or deletions from the inventory) may
affect the subject property.

The appraiser is expected to project the quantity and price or rent level of space that will be demanded within the
particular sub—market. The capture or penetration rates of competitive projects should be examined in sufficient
detail to lead to a reasoned conclusion as to the forecasted price or rent levels at which the market is likely to accept
the subject space and the estimated absorption or rent—up time period.

The analysis of economic changes in the market in which the property is located may include the following determi-
nants of demand: population, employment, and income characteristics; interest rates; zoning and other regulations;
rents and/or sales; new construction planned or underway; vacant sites as potential competition to the subject; trans-
portation; taxes; and the cost and adequacy of sewer, water, power, and other utilities. Forecasting techniques
should be relevant, reasonable, practical, and supportable. Regardless of the forecasting models employed, the
appraiser is expected to provide a clear and concise explanation and description of the models and methodologies.
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STANDARD 4 (continued)
Standards Rule 4-5

In developing a cash flow and/or investment analysis, an appraiser must observe the following specific guidelines when
applicable:!

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

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

(c) 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 period(s).

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

Standards Rule 4—6

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

(a) prepare a complete market analysis;
(b) apply the results of the market analysis to alternative courses of action to achieve the client’s objec-
tive;
(i) consider and analyze the probable costs of each alternative;
(ii) consider and analyze the probability of altering any constraints to each alternative;
(iii) consider and analyze the probable outcome of each alternative.

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

The appraiser should compare the following criteria from the client‘s project to the results of the market analysis:
the project budget (all construction costs, fees, carrying costs, and ongoing property operating expenses); the time
sequence of activities (planning, construction and marketing); the type and cost of financing obtainable; and cash
flow forecasts over the development and/or holding period; and yield expectations. The appraiser should have
enough data to estimate whether the project will develop according to the expectations of the client and is economi-
cally feasible in accordance with the client’s explicitly defined financial objectives.
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144-25 DEPARTMENT OF REGULATION AND LICENSING

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 must explain logically and convincingly the reasoning that leads to his or her conclusions. The flow of
information should be orderly and progressive, leading from the broadest to the most specific level of analysis pos-
sible. 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 impar-
tiality. For this reason, an appraiser must exercise extreme caution in undertaking assignments that involve the
achievement of the specific goals of a client. A clear and complete disclosure of the role being performed by the
appraiser must be part of any written report that results from the acceptance of such an assignment. The disclosure
must be stated in any letter of transmittal, statement of assumptions and limiting conditions, and executive sum-
mary. In this connection, the appropriate use of the Certification in S.R. 5-3 is also required, but it is not sufficient
in and of itself. A timely and complete disclosure is required in any oral report.

Standards Rule 5-1

Each written or oral consulting report must:

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

(b) contain sufficient information to enable the person(s) who receive or rely on the report to under-
stand 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 suffi-
ciently 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 log-
ical and adequately supported. Basic analytical and statistical principles, logical reasoning, and sound professional
judgment are essential ingredients of the report.

Standards Rule 5-2

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

(a) define the problem to be considered;

(b) state the purpose of the consulting service;

(c) identify and describe the real estate and/or property under consideration (if any);

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

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

f) set forth all assumptions and limiting conditions that affect the analyses, opinions, and conclusions;
(g) set forth the information considered, the consulting procedures followed, and the reasoning that

supports the analyses, opinions, and conclusions;
(h) set forth the appraiser‘s final conclusions or recommendations (if any);

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

3g) include a signed certification in accordance with Standards Rule 5-3.

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

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

STANDARD 5 (continued)

Standards Rule 5-3

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

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

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

the reported analyses, opinions, and conclusions are limited only by the reported assump-
tions and limiting conditions, and are my personal, unbiased professional analyses, opin-
ions, and conclusions.

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

my compensation is not (or is) contingent on an action or event resulting from the analyses,
opinions, or conclusions in, or the use of, this report. (If the compensation is contingent, the
basis of such contingency must be disclosed in this certification and in any letter of trans-
mittal and executive summary.)

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

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

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

Comment: Departure from this binding requirement is not permitted.
Standards Rule 5-4

144-26

To the extent that it is both possible and appropriate, each oral consulting report (including expert testimony) must address
the substantive matters set forth in Standards Rule 5-2.
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144-27 DEPARTMENT OF REGULATION AND LICENSING

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.

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

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

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

Standards Rule 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:

Division of tasks,

Standardized data collection and analysis,

Properly specified and calibrated valuation models, and

Standards and measurements of the accuracy of the data collected and values produced.

el

This rule recognizes that the principle of change continues to affect 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, mort-
gaged, 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 sufficient for appraisers to simply maintain the skills and the knowledge they possess when they
become appraisers. Mass appraisers must continuously improve their skills to remain proficient.

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

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

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

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

Standards Rule 62
In developing a mass appraisal, an appraiser must observe the following specific appraisal guidelines:

(a) consider the purpose and intended use of the appraisal;
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STANDARD 6 (continued)
Standards Rule 6-2 (continued)

(b)

(c)
(d)

(e)

®

(€9)

identify any special limiting conditions;

Comment: Although appraisers in ad valorem taxation should not be held accountable for limitations beyond their
control, they are required by this guideline to identify cost constraints and to take appropriate steps to secure suffi-
cient funding to produce appraisals that comply with these standards.

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

identify the effective date of the appraisal;

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

(i) in terms of cash; or
(ii) in terms of financial arrangements equivalent to cash; or
(iii) in such other terms as may be precisely defined; if an estimate of value is based on below—

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

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

identify the real estate and personal property, as applicable;

Comment: The universe of properties should be identified in general terms and each individual property in the uni-
verse should be identified with the information on its identity stored or referenced in its property record.

in appraising real property:

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

Comment: This guideline requires the appraiser to recognize the inclusion of items that are not real property in the
overall value estimate. Expertise in personal property (see Standard 7) or business (see Standard 9) appraisal may
be 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.

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

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

identify the property interest(s);

(i) consider known easements, restrictions, encumbrances, leases, reservations, covenants,
contracts, declarations, special assessments, ordinances, 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: This 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 be used to estimate the value of the whole by
mathematical extension.
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STANDARD 6 (continued)
Standards Rule 6-2 (continued)

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

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

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

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

Standards Rule 6-3
In developing a mass appraisal, an appraiser must:

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

Comment: Such efforts 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 techniques for specifying property valuation models; and

Comment: The formal development of a model in a statement or equation is called model specification. Mass
appraisers must develop mathematical models that, with reasonable accuracy, represent the relationship between
property value and supply and demand factors, as represented by quantitative and qualitative property characteris-
tics. The models may be specified using the cost, sales comparison, or income approaches to value. The specifica-
tion format may be tabular, mathematical, linear, non—linear, or any other structure suitable for representing the
relationship between market value and observable property characteristics. The appropriate approaches should be
used in appraising a class of properties. The concepts of accepted techniques apply to both real and personal prop-
erty valuation models.

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

Comment: Departure from binding requirements (a) through (c) is not permitted. Calibration refers to the process
of analyzing sets of property and market data to determine the specific parameters of a model. The table entries
in a cost manual are examples of calibrated parameters, as well as the coefficients in a linear or non—linear model.
Models should be calibrated using generally accepted techniques, including, but not limited to, multiple linear
regression, non—linear regression, and adaptive estimation.

Standards Rule 6—4

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

(a) collect, verify, analyze, and reconcile such data as are necessary and appropriate to:
(i) estimate cost new of the improvements;
(ii) estimate accrued depreciation;
(iii) estimate value by sales of comparable properties;
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STANDARD 6 (continued)

Standards Rule 6-4(a) (continued)

(b)

(c)
d

@iv) estimate value by capitalization of income. i.e. rentals, expenses, interest rates, capitaliza-
tion rates and vacancy data.

Comment: This rule requires appraisers engaged in mass appraisal to take reasonable steps to ensure that the quan-
tity and quality of the factual data that are collected are sufficient to produce credible appraisals. For real property,
systems for routinely collecting and maintaining ownership, geographic, sales, income and expense, cost, and
property characteristics data should be established. Geographic data should be contained in a complete set of cadas-
tral maps compiled according to current standards of detail and accuracy. Sales data should be collected, confirmed,
screened, adjusted, and filed according to current standards of practice. The sales file should 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 date 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 consis-
tent records.

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

Comment: This guideline requires an appraiser, in developing income and expense statements and cash flow pro-
jections, to weigh historical information and trends, current market factors affecting such trends, and reasonably
anticipated events, such as competition from developments either planned or under construction.

consider and analyze terms and conditions of any available leases.

consider the need for and extent of any physical inspection.

Standards Rule 65

In applying a calibrated mass appraisal model an appraiser must:

(a)

(b)

(c)

(d)

(e)

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

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

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

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

consider and analyze the effect on value, if any, of the assemblage of the various parcels, divided
interests, or component parts of a property; the value of the whole should not be estimated by add-
ing 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 seeks to estimate the value of a part,
the value of any such part must be tested by reference to appropriate market data and supported by an appropriate
analysis of such data.

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

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

(ii) evidence indicating the probable time of completion of the proposed improvements; and

(iii) 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, how-
ever, are sometimes asked to provide estimates of value of proposed improvements so that developers can estimate
future property tax burdens. Sometimes condominiums and units in planned unit developments are sold with an
interest in unbuilt community property, the pro rata value of which, if any, should be considered in the analysis of
sales data.
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144-31 DEPARTMENT OF REGULATION AND LICENSING

STANDARD 6 (continued)
Standards Rule 6—6
In reconciling a mass appraisal an appraiser must:

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

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

Comment: Departure from binding requirements (a) and (b) is not permitted. It is implicit in mass appraisal that,
even when properly specified and calibrated mass appraisal models are used, some individual value estimates will
not meet standards of reasonableness, consistency, and accuracy. However, appraisers engaged in mass appraisal
have a professional responsibility to ensure that, on an overall basis, models produce value estimates that meet
attainable standards of accuracy. This responsibility requires appraisers to evaluate the performance of models,
using techniques including, but not limited to, goodness—of—fit statistics, hold— out samples, analysis of residuals,
and appraisal—to—sale ratio data. They also should review individual value estimates before they are used.

Standards Rule 6-7

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

Documentation for a mass appraisal for ad valorem taxation may be in the form of (1) property records (2) reports, (3)
manuals, (4) regulations, (5) 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;

B) contain sufficient information to enable the person(s) who receive or rely on the report to under-
stand it properly;

©) 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 taxation, and, when pro-
vided, a written summary report of a mass appraisal for ad valorem taxation must:

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

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

Comment: One limiting condition that must be disclosed is whether or not any physical inspection was made.
(c) set forth the effective date of the appraisal;

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

(d) define the value to be estimated;
(e) identify the properties appraised including the property rights;

Comment: The report should document the sources for locating, describing, and listing the property. When applica-
ble, 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 are speci-
fied in a statute or court ruling, the law should be referenced.

) describe and justify the model specification(s) considered, data requirements, and the models cho-
sen;

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, sta-
bility and accuracy are important to the credibility of value estimates. The summary report should include a discus-
sion of the rationale for each model, the calibration techniques to be used, and the performance measures to be used.

(2 describe the procedure for collecting, validating, and reporting data;

Comment: The summary report should describe the sources of data and the data collection and validation processes.
Reference to detailed data collection manuals should be made, including where they may be found for inspection.
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WISCONSIN ADMINISTRATIVE CODE 144-32
STANDARD 6 (continued)
Standards Rule 6-7 (continued)
(h) describe calibration methods considered and chosen, including the mathematical form of the final

model(s); describe how value estimates were reviewed; and, if necessary, describe the availability of
individual value estimates;

(i) in the case of real property, discuss how highest and best use was determined;

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

1)) identify the appraisal performance tests used and set forth the performance measures attained;

(k) provide any additional information necessary to more fully explain the appraisal including depar-
tures permitted by the Departure Provision; and

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

Comment: Departure from binding requirements (a) through (1) is not permitted.
Standards Rule 6-8

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

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

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

— the reported analyses, opinions, and conclusions are limited only by the reported assump-
tions and limiting conditions, and are my personal, unbiased professional analyses, opin-
ions, and conclusions.

— I have no (or the specified) present or prospective interest in the property that is the sub-
ject 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 direc-
tion 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 prepared,
in conformity with the Uniform Standards of Professional Appraisal Practice.

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

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

Comment: Departure from this binding requirement is not permitted.
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144-33 DEPARTMENT OF REGULATION AND LICENSING

STANDARD 7

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

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

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

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

Comment: Departure from this 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 and interests are created, conveyed, and financed have resulted in corresponding changes in appraisal theory
and practice. Social change has also had an effect on appraisal theory and practice. To keep abreast of these changes
and developments, the appraisal profession reviews and revises appraisal methods and techniques and devises
methods and techniques to meet new circumstances. For this reason, it is not sufficient for appraisers to simply
maintain the skills and the knowledge they possess when they become appraisers. Each appraiser must continu-
ously improve his or her skills to remain proficient in personal property appraisal.

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

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

ensure that the data that would have a material or significant effect on the resulting opinions or conclusions are
considered. Further, an appraiser must use sufficient care in analyzing such data to avoid errors that would signifi-
cantly affect his or her opinions and conclusions.

(c) not render appraisal services in a careless or negligent manner, such as a series of errors that, con-
sidered individually, may not significantly affect the results of an appraisal, but which, when consid-
ered in the aggregate, would be misleading.

Comment: Departure from this binding requirement is not permitted. Perfection is impossible to attain and compe-
tence does not require perfection. However, an appraiser must not render appraisal services in a careless or negli-
gent 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 third party does not excuse such carelessness or negligence.

Standards Rule 7-2

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

(a) adequately identify the property to be valued, including the method of identification;

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

(b) define the purpose and intended use of the appraisal, including all general and specific limiting con-
ditions;

(o) identify the effective date of the appraisal;

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

Comment: If the value to be estimated is market value, the appraiser must clearly indicate whether the estimate is
the most probable price:

1. in terms of cash; or
2. in terms of financial arrangements equivalent to cash; or
3. in such other terms as may be precisely defined; if an estimate of value is based on submarket financing

or financing with unusual conditions or incentives, the terms of such financing must be clearly set forth,
their contributions to or negative influence on value must be described and estimated, and the market data
supporting the valuation estimate must be described and explained;
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WISCONSIN ADMINISTRATIVE CODE 144-34
STANDARD 7 (continued)
Standards Rule 7-2 (continued)
(e) collect, verify, analyze and reconcile such data as are available, adequately identified and described,
to indicate a value conclusion;
) value the property by an appropriate appraisal method or technique;
(2 all pertinent information in items (a) through (f) above shall be used in the development of a per-

sonal 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 guidelines:

(a) consider the effect of highest and best use by measuring and analyzing the current use and alterna-
tive uses to encompass what is profitable, possible, legal and physically possible, as relevant to the
purpose and intended use of the appraisal;

(b) personal property has several measurable marketplace, 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.

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

(d) 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;

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

(€] identify any real estate, real property, trade fixtures or intangible items that are not personal prop-
erty but are included in the appraisal.

Comment: Additional expertise in real property (see 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 per-
sonal property appraisal.
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144-35 DEPARTMENT OF REGULATION AND LICENSING

STANDARD 8

In reporting the results of a personal property appraisal, an appraiser must communicate each analysis, opinion, and con-
clusion in a manner that is not misleading.

Standards Rule 8-1
Each written or oral personal property appraisal report must:
(a) clearly and accurately set forth the appraisal in a manner that will not be misleading;

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

(b) contain sufficient information to enable the person(s) who receive or rely on the report to under-
stand it properly;

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

(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 binding requirement is not permitted. Third party use of an appraisal is subject to
the defined purpose and intended use of an appraisal, including assumptions and limiting conditions. In a written
report, the disclosure would be required in conjunction 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 appraised;
(b) identification of the ownership interest being appraised;

Comment on (a) and (b): These two guidelines are essential elements in any report. Identifying the property rights
being appraised requires a direct statement substantiated as needed setting forth any known encumbrances.

(c) a statement of the purpose and intended use of the appraisal;
(d) a definition of the value being considered that is consistent with the purpose of the appraisal;
(e) the effective date of the appraisal and the date of the report;

Comment on (c). (d), and (e): These three guidelines require clear disclosure to the reader of a report setting forth
the “why, what and when” surrounding the appraisal. The purpose of the appraisal is used generically to include
both the task involved and the rationale for the appraisal (purpose and intended use). Defining the value to be esti-
mated requires both an appropriately referenced definition and any comments needed to clearly indicate to the
reader how the definition is being applied (See Standards Rule 7-2). The effective date of the appraisal establishes
the context for the value estimate, while the date of the report indicates whether the perspective of the appraiser
on the market conditions as of the effective date of the appraisal was prospective, current, or retrospective. Reitera-
tion of the date of the report and the effective date of the appraisal at various stages in the report is important for
clarity.

® a description of the extent of the process of collecting, confirming, and reporting data;
Comment: This guideline is intended to provide the reader with an understanding of the appraisal process and pro-
tect third parties whose reliance on an appraisal report may be affected by the appraiser‘s investigation; i.e., the

process of collecting, confirming and reporting data.

(2 all assumptions and limiting conditions that affect the analyses, opinions, conclusions and valua-
tions;
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WISCONSIN ADMINISTRATIVE CODE 144-36
STANDARD 8 (continued)
Standards Rule 8-2 (continued)
(h) the information considered, the appraisal procedures followed, and the reasoning that supports the

analyses, opinions, conclusions and valuations;

Comment: This guideline calls for the appraiser to summarize the data considered and the procedures that were
followed. The appraiser must be certain that these points 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 compliance with this specific reporting guideline.

(i) where appropriate, comparable sales data, auction results, offers from reputable firms or other sta-
tistics; if not included in the narrative of the report, they must be referenced in the report and main-
tained with the field notes. (See ETHICS PROVISION, Record Keeping.)

3g) where appropriate, an explanation and support of the analysis of the highest and best use;

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

a an explanation and support of the exclusion of any of the usual valuation approaches;

(m) any additional information that may be appropriate to show compliance with, or clearly identify

and explain permitted departures from, the requirements of Standard 7.

(n) a signed certification in accordance with Standards Rule 8-3.

Standards Rule 8—3

Each written personal property appraisal must contain a certification that is similar in content to the following form:
I certify that, to the best of my knowledge and belief:

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

— the reported analyses, opinions, and conclusions are limited only by the reported assump-
tions and limiting conditions, and are my personal, unbiased professional analyses, opin-
ions, and conclusions.

— I have no (or the specified) present or prospective interest in the property that is the sub-
ject 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 direc-
tion 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 prepared,
in conformity with the Uniform Standards of Professional Appraisal Practice.

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

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

Comment: Departure from this binding requirement is not permitted.
Standards Rule 8—4

To the extent that it is both possible and appropriate, each oral personal property appraisal report (including expert testi-
mony) must address the substantive matters set forth in Standards Rule 8-2 and state conformity with Standards Rule 8-3.
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144-37 DEPARTMENT OF REGULATION AND LICENSING

STANDARD 8 (continued)
Standards Rule 8-5

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

Comment: Departure from this 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 the line over the words “review appraiser” does not exempt that individual
from adherence to these standards.

This requirement does not address the responsibilities of a review appraiser, the subject of Standards Rule 3.
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WISCONSIN ADMINISTRATIVE CODE 144-38

STANDARD 9

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

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

Standards Rule 9-1
In developing a business or intangible asset appraisal, an appraiser must:

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

Comment: Departure from this binding requirement is not permitted. Changes and developments in the economy
and in investment theory have a substantial impact on the business appraisal profession. Important changes in the
financial arena, securities regulation, tax law and major new court decisions may result in corresponding changes
in business appraisal practice.

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

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

(c) not render appraisal services in a careless or negligent manner, such as a series of errors that, con-
sidered individually, may not significantly affect the results of an appraisal, but which, when consid-
ered in the aggregate, would be misleading.

Comment: Departure from this binding requirement is not permitted. Perfection is impossible to attain and compe-
tence does not require perfection. However, an appraiser must not render appraisal services in a careless or negli-
gent manner. This rule requires an appraiser to use diligence and 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 seri-
ously harms a client does not excuse such carelessness or negligence.

Standards Rule 9-2
In developing a business or intangible asset appraisal, an appraiser must observe the following specific appraisal guidelines:

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

(b) define the value being considered.

(i) if the appraisal concerns a business enterprise or equity interests, consider any buy—sell
agreements, investment letter stock restrictions, restrictive corporate charter or partner-
ship agreement clauses, and any similar features or factors that may have an influence on
value.

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

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

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

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

Comment: Special attention should be paid to the attributes of the interest being appraised including the rights and
benefits of ownership. The elements of control in a given situation may be affected by law, distribution of owner-
ship interests, contractual relationships, and many other factors. As a consequence, the degree of control or lack
of it depends on a broad variety of facts and circumstances which must be evaluated in the specific situation. Equity
interests in a 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.
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144-39 DEPARTMENT OF REGULATION AND LICENSING

STANDARD 9 (continued)
Standards Rule 9-3

In developing a business or intangible asset appraisal relating to an equity interest with the ability to cause liquidation of
the enterprise, an appraiser must investigate the possibility that the business enterprise may have a higher value in liquida-
tion than for continued operation as a going concern absent contrary provisions of law of a competent jurisdiction. If liqui-
dation is the indicated basis of valuation, any real estate or personal property to be liquidated must be valued under the
appropriate standard.

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

Standards Rule 9-4

In developing a business or intangible asset appraisal, an appraiser must observe the following specific appraisal guidelines
when applicable:

(a) consider all appropriate valuation methods and procedures.
(b) collect and analyze relevant data regarding:
@) the nature and history of the business;
(ii) financial and economic conditions affecting the business enterprise, its industry, and the
general economy;
(iii) past results, current operations, and future prospects of the business enterprise;
(iv) past sales of capital stock or other ownership interests in the business enterprise being
appraised;
v) sales of similar businesses or capital stock of publicly held similar businesses;
(vi) prices, terms, and conditions affecting past sales of similar business assets;

Comment: This guideline directs the appraiser to study the prospective and retrospective aspects of the business
enterprise and to study it in terms of the economic and industry environment within which it operates. Further, sales
of securities of the business itself or similar businesses for which sufficient information is available should also
be considered.

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

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

Standards Rule 9-5
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 reliable data are avail-
able. However, it does not mean that the appraiser must use all approaches in order to comply with the rule if certain
approaches are not applicable.

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

Comment: Departure from this binding requirement is not permitted. The appraiser must evaluate the relative reli-
ability 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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WISCONSIN ADMINISTRATIVE CODE 144-40

STANDARD 10

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

Standards Rule 10-1
Each written or oral business or intangible asset appraisal report must:
(a) clearly and accurately set forth the appraisal in a manner that will not be misleading.

Comment: Departure from this binding requirement is not permitted.

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

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

(o) 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 rule requires a clear and accurate disclo-
sure of any extraordinary assumptions or conditions that directly affect an analysis, opinion, or conclusion. Exam-
ples of such extraordinary assumptions or conditions might include items such as the execution of a pending lease
agreement, atypical financing, infusion of additional working capital or making other capital additions, or com-
pliance with regulatory authority rules. The report should indicate whether the extraordinary assumption or condi-
tion has a positive, negative or neutral impact on value.

Standards Rule 10-2

Each written business or intangible asset appraisal report must comply with the following specific reporting guidelines:

(a) identify and describe the business enterprise, assets or equity being appraised.
(b) state the purpose and intended use of the appraisal.

(c) 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 concerns 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 pre-
ferred stock. The purpose may be to express an opinion of value but the intended use of the appraisal must also be

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

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

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

(g) set forth the information considered, the appraisal procedures followed, and the reasoning that sup-

ports 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 9.

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

1)) include a certification in accordance with Standards Rule 10-3.
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144-41 DEPARTMENT OF REGULATION AND LICENSING

STANDARD 10 (continued)
Standards Rule 10-3

Each written business or intangible asset appraisal report must contain a certification that is similar in content to the fol-
lowing:

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

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

— the reported analyses, opinions, and conclusions are limited only by the reported assump-
tions and limiting conditions, and are my personal, unbiased professional analyses, opin-
ions, and conclusions.

— I have no (or the specified) present or prospective interest in the property that is the sub-
ject 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, opin-
ions, or conclusions in, or the use of, this report

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

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

Comment: Departure from this binding requirement is not permitted.

Standards Rule 10-4

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

Standards Rule 10-5

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

Comment: Departure from this 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 the
line over the words “review appraiser” 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 3.
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WISCONSIN ADMINISTRATIVE CODE 144-42

Origin and History of USPAP

These standards are based on the original Uniform Standards of Professional Appraisal Practice developed in 1986-87 by
the Ad Hoc Committee on Uniform Standards and copyrighted in 1987 by The Appraisal Foundation. Prior to the estab-
lishment of the ASB in 1989, USPAP had been adopted by major appraisal organizations in North America and became
recognized as the generally accepted 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 Date of Original Uniform Standards:
Amendments by the Appraisal Standards Board to Date:
Preamble April 20, 1990

April 27, 1987

Ethics Provision

Competency Provision

Departure Provision

Jurisdictional Exception and Supplemental Standards sections
Definitions section

March 25, 1996
April 20, 1990
March 22, 1994
July 19, 1994
August 27, 1996

Standard 1 June 10, 1996
Standard 2 March 22, 1994
Standard 3 November 2, 1994
Standards 4 and 5 June 5, 1990
Standard 6 September 10, 1991

Standards 7 and 8
Standards 9 and 10

March 3, 1992
September 16, 1992
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144-43 DEPARTMENT OF REGULATION AND LICENSING

UNIFORM STANDARDS OF PROFESSIONAL APPRAISAL PRACTICE

These standards are based on the original Uniform Standards of Professional Appraisal Practice developed in 1986—87 by the Ad Hoc
Committee on Uniform Standards and copyrighted in 1987 by The Appraisal Foundation. Prior to the establishment of the SBC in 1989,
USPAP had been adopted by major appraisal organizations in North America and became recognized as the generally accepted
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.

TABLE OF CONTENTS
UNIFORM STANDARDS OF PROFESSIONAL APPRAISAL PRACTICE

INTRODUCTION
Preamble . ... ...
Ethics Provision . ....... .. ... . . .
Competency Provision. .. ... i e .
Departure Provision . ... ... ...ttt e
Jurisdictional EXCEpPtion ... ...t e

Supplemental Standards ... ... ... e

Definitions . ... ...ttt e
STANDARDS AND STANDARDS RULES

STANDARD 1

Real Property Appraisal . . . . . . . . . .. ...
STANDARD 2

Real Property Appraisal, Reporting . . . . . ... ... ... Lo .
STANDARD 3

Review Appraisal and Reporting . . . . . . .. ... oo
STANDARD 4

Real Estate/Real Property Consulting . . . . . ... ... .. ... ... .......
STANDARD 5

Real Estate/Real Property Consulting, Reporting . . . . . . .. ... ... ... ....
STANDARD 6

Mass Appraisal and Reporting . . . . . . . .. ...
STANDARD 7

Personal Property Appraisal . . . . . . ... ... ...
STANDARD 8

Personal Property Appraisal, Reporting . . . . ... ... ... ... ... ......
STANDARD 9

Business Appraisal . . . . . . ... L
STANDARD 10
Business Appraisal, Reporting . . . . . . ... ... Lo
STATEMENTS ON APPRAISAL STANDARDS

A paper copy of an electronically transmitted report is not required.

SMT-1 Standards Rule 3—1(f) (Review Appraisal) . ............ ... ..
SMT-2 Discounted Cash Flow Analysis . ...... ... ... ..
SMT-3 Retrospective Value Estimates . ........... ...,
SMT-4 Prospective Value Estimates . .. ....... ...
SMT-5 Confidentiality Rule of the Ethics Provision ............ ... .. ... ... ....
SMT-6 Reasonable Exposure Time in Market Value Estimates . ... .................
SMT-7 Permitted Departure from Specific Guidelines for Real Property Appraisals . . . . .
SMT-8 Identification of the Client’s “Intended Use” in Developing and Reporting Appraisal,

Consulting, or Review Assignment Opinions and Conclusions . ..................o oo,
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WISCONSIN ADMINISTRATIVE CODE 144-44

STATEMENTS ON APPRAISAL STANDARDS

Statements on Appraisal Standards are authorized by the by—laws of The Appraisal Foundation and are specifically for the purpose of
clarification, interpretation, explanation or elaboration of the Uniform Standards of Professional Appraisal Practice (USPAP).
Statements have the full weight of a Standards Rule and can only be adopted by the Appraisal Standards Board after exposure and
comment.

To date the ASB has adopted eight Statements:

SMT -1 Standards Rule 3-1 (f) (Review Appraisal) July 8, 1991
SMT -2 Discounted Cash Flow Analysis July 8, 1991
SMT - 3 Retrospective Value Estimates July 8, 1991
SMT — 4 Prospective Value Estimates July 8, 1991
SMT -5 Confidentiality Rule of the Ethics Provision September 10, 1991
SMT - 6 Reasonable Exposure Time in Market Value Estimates September 16, 1992
SMT - 7 Permitted Departure from Specific Guidelines for Real Properly Appraisals March 22, 1994
SMT - 8 Electronic Transmission of Reports July 18, 1995
SMT -9 Identification of the Client’s “Intended Use” in Developing and Reporting Appraisal,

Consulting, or Review Assignment Opinions and Conclusions August 27, 1996

INDEX TO STATEMENTS

SMT -1 Standards Rule 3—1(f) (Review Appraisal). .. ....... ... i,
SMT -2  Discounted Cash Flow Analysis . ... ........uiiniuniiinini i
SMT -3  Retrospective Value Estimates ................. ..ot ..
SMT -4  Prospective Value Estimates . .............. ...t
SMT -5  Confidentiality Rule of the Ethics Provision .. ........... ... ... ... ... .....
SMT -6  Reasonable Exposure Time in Market Value Estimates . . ......................
SMT -7  Permitted Departure from Specific Guidelines for Real Property Appraisals. . ... ..
SMT -8  Electronic Transmission of Reports ............. ... ... ... ioiiiiiiiain...

SMT -9  Identification of the Client’s “Intended Use” in Developing and Reporting Appraisal,
Consulting, or Review Assignment Opinions and Conclusions ..................
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144-45 DEPARTMENT OF REGULATION AND LICENSING

STATEMENT ON APPRAISAL STANDARDS NO. 1 (SMT-1)

SUBJECT: Review Appraisal-—Clarification of Comment on Standards Rule 3-1 (f)
Standards Rule 3—1(f) and the explanatory comment relating to this rule are stated below:
In reviewing an appraisal, an appraiser must. . .

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

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

An opinion of a different estimate of value from that in the report under review may be expressed, provided the
review appraiser:

1. satisfies the requirements of STANDARD 1;
2. identifies and sets forth any additional data relied upon and the reasoning and basis for the different esti-
mate of value; and
3. clearly identifies and discloses all assumptions and limitations connected with the different estimate of
value to avoid confusion in the marketplace.

THE ISSUE:

If the review appraiser develops an opinion of a different estimate of value from that in the appraisal report under review, how does the
review appraiser satisfy the requirements of Standard 1 and what type of report is required?

THE STATEMENT:

The review appraisal is a different product in both the process and report than the appraisal and appraisal report. The review appraisal
process is set forth in Standards Rule 3—1. The requirements for reporting the results of an appraisal review are contained in Standards
Rule 3-2. A review appraisal that does not include all of the requirements contained in Standards Rule 3-2 is in violation of the USPAP,
since departure from this rule is not permitted.

Review appraisers may have additional information available to them——either locally, regionally, or nationally——that was not available
to the original appraiser. It is appropriate for the review appraiser to use this information in estimating value. If the review appraiser
finds an error due to omission or commission in the original appraisal report, a different opinion and conclusion may be expected. In
complying with Standards Rule 3—1, the review appraiser is checking the compliance of the original appraisal with Standard 1. Those
items deemed to be in compliance can be extended to the review appraiser’s report. Those items not deemed to be in compliance must be
explained and handled in conformity with Standard 1 to produce a credible valuation estimate by the review appraiser. The USPAP does
not allow departure from Standards Rules 1-1 and 1-5.

STANDARD 3 requires the review appraiser to produce a review appraisal report in conformity with Standards Rule 3-2. The reporting
standard for a review appraisal is different than for the appraisal report under review because the reports serve different purposes. The
report under review must be capable of standing alone as a self—contained document, whereas the review appraisal report is a
supplementary critique intended for use in conjunction with the report under review. If the review appraiser forms an opinion of value
different from that in the report being reviewed, it is not necessary that the opinion be set forth in a separate appraisal report prepared in
conformity with Standard Rule 2-2. The opinion of value may be set forth in the review appraisal report, provided that the report
identifies and discloses all assumptions and limitations affecting both the development and the reporting of the review appraiser’s
opinion of value with the information and data considered, the appraisal procedures followed, and the reasoning supporting the estimate
of value.

Conclusions

— The review appraisal is a different product in both the process and report than the appraisal and appraisal report.

— Review appraisers may have additional information available to them. It is appropriate for the review appraiser to use this
information in estimating value.

— Those items deemed to be in compliance can be extended to the review appraiser’s report.

— Those items not deemed to be in compliance must be explained and handled in conformity with Standard 1.

— The review appraisal report is a supplementary critique intended for use in conjunction with the report under review.

— If the review appraiser forms an opinion of value different from that in the report being reviewed, it is not necessary that the
opinion be set forth in a separate appraisal report prepared in conformity with Standard Rule 2-2. The opinion of value may be
set forth in the review appraisal report.

Adopted unanimously on July 8, 1991.
Appraisals Standards Board

John J. Leary, Chairman

Sherwood Darington, Vice Chairman
Charles B. Akerson

Daniel A. Dinote, Jr.

John L. Gadd
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WISCONSIN ADMINISTRATIVE CODE 144-46

STATEMENT ON APPRAISAL STANDARDS NO. 2 (SMT-2)
SUBJECT: DISCOUNTED CASH FLOW ANALYSIS
THE ISSUE:

Discounted cash flow (DCF) analysis is an accepted analytical tool and method of valuation within the income capitalization approach
to value. DCF is not a new method, but it did not enjoy widespread use until modern computer technology enabled appraisers to
automate the process. Because DCF analysis is profit oriented and dependent upon the analysis of uncertain future events, it is
vulnerable to misuse. What steps can the appraiser take to avoid misuse of DCF analysis?

THE STATEMENT:

The acceptance of DCF analysis as a method of valuation began in the institutional real estate market and has spread to investment real
estate in the general real estate market. DCF techniques may be applied in the valuation or analysis of proposed construction; land
development; condominium development or conversion; rehabilitation development; and income—producing real estate of various
types. DCF analysis is becoming a requirement of advisors, asset managers, fiduciaries, portfolio managers, syndicators, underwriters
and others dealing in investment grade real estate. These users of appraisal services favor the inclusion of DCF analysis as a
management tool in projecting cash flow and return expectations, capital requirements, refinancing opportunities and timing of future
property dispositions. DCF analysis is regarded as one of the best methods of replicating steps taken to reach investor buy/sell/hold
decisions, and is often a part of the exercise of due diligence in the evaluation of an investment.

DCF methodology is based on the principle of anticipation, i.e., value is created by the anticipation of future benefits. DCF analysis
reflects investment criteria and requires the appraiser to make empirical and subjective assumptions. DCF analysis can be used for
investment value and market value appraisals, as well as for other purposes such an sensitivity tests.

DCEF analysis is an additional tool available to the appraiser and is best applied to value estimates in the context of one or more other
approaches. This statement focuses on the criteria for proper DCF analysis and does not imply that DCF analysis is or should be the only
method employed.

To avoid misuse or misunderstanding when DCF analysis is used in an appraisal assignment to estimate market value, it is the
responsibility of the appraiser to ensure that the controlling input is consistent with market evidence and prevailing market attitudes.
Market value DCF analyses should be supported by market derived data, and the assumptions should be both market and property
specific. Market value DCF analyses are intended to reflect the expectations and perceptions of market participants along with available
factual data. They should be judged on the market support for the forecasts when made, not whether specific items in the forecasts are
realized. An appraisal report which includes the results of DCF analysis must clearly state the assumptions on which the analysis is
based and must set forth the relevant data used in the analysis.

Standards Rule 1-1(b) states that the appraiser must not commit a substantial error of omission or commission that significantly affects
the appraisal. Standards Rule 1-1(c) states that the appraiser must not render appraisal services in a careless or negligent manner, such as
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. These two rules are significantly for DCF analysis because of the potential for the compounding effect
of errors in the input, unrealistic assumptions, and programming errors.

Computer printouts showing the results of DCF analysis may be generated by commercial software or by software prepared by the
appraiser. Either way, the appraiser is responsible for the entire analysis including the controlling input, the calculations, and the
resulting output. The appraiser should cite the name and version of the software and provide a brief description of the methods and
assumptions inherent in the software.

Standards Rule 1-4(h) requires realistic forecasts in the appraisal of proposed improvement and development projects. Standards Rule
1-4(c) requires that estimates of anticipated future rent and expenses be based on reasonable clear and appropriate evidence. The
explanatory comment to this rule makes specific reference to cash flow projections, the essence of DCF analysis.

DCEF accounts for and reflects those items and forces that affect the revenue, expenses and ultimate earning capacity of real estate and
represents a forecast of events that would be considered likely within a specific market. For example, in the appraisal of a multi—tenant
property, a lease—by—lease analysis addresses contract and market rents, specific escalations, operating expenses, pass—through
provisions, market derived or specific concessions, capital expenditures, and any other measurable specific provisions applicable.
Revenue growth rate or decline rate assumptions are premised upon analysis of supply/demand factors and other economic conditions
and trends within the market area of the subject. Operating expense change rates should reflect both overall expense trends and the
specific trend of significant expense items.

Discount rates applied to cash flows and estimates of reversion should be derived from data and information in the real estate and capital
markets. Surveys of investor opinion and yield indices are also useful in the rate selection process, but only when the type of and market
for the real estate being appraised is consistent with the type of and market for the real estate typically acquired by the investors
interviewed in the survey. Considerations used in the selection of rates are risk, inflation, and real rates of return.

When reversion capitalization rates are used, they should reflect investor expectations considering the real estate type, age and
condition, cash flow characteristics, and related factors. The projection period is a variable and should be set on the basis of the facts and
circumstances of each analysis.
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144-47 DEPARTMENT OF REGULATION AND LICENSING

SMT-2: Discounted Cash Flow Analysis (continued)

The results of DCF analysis should be tested and checked for errors and reasonableness. Because of the compounding effects in the
projection of income and expenses, even slight input errors can be magnified and can produce unreasonable results. As examples, it is
good practice to test whether cash flows are changing at reasonable rates, and to compare the reversion capitalization rate with the
inferred entrance capitalization rate to see if the relationship between these rates is reasonable and explainable.

Standards Rule 2 requires the appraiser to communicate each analysis, opinion and conclusion in a manner that is not misleading.
Appraisals using the DCF method in the income capitalization approach may contain computerized projects of itemized future cash
flow supported by exhaustive printouts that can be misleading. The seeming precision of computer generated projects may give the
appearance of certainty to projections that are actually variable within a wide range. In DCF analysis, all the assumptions (growth rates,
decline rates, rental rates, discount rates, financing terms, expenses trends, capitalization rates, etc.) directly affect the conclusion and
must be clearly and accurately disclosed in the appraisal report.

Conclusions

— DCF analysis is an additional tool available to the appraiser and is best applied to value estimates in the context of one or more
other approaches.

— It is the responsibility of the appraiser to ensure that the controlling input is consistent with market evidence and prevailing
market attitudes.

— Market value DCF analyses should be supported by market derived data, and the assumptions should be both market and
property specific.

— The appraiser should cite the name and version of the software and provide a brief description of the methods and assumptions
inherent in the software.

— DCEF accounts for and reflects those items and forces that affect the revenue, expenses and ultimate earning capacity of real
estate and represents a forecast of events that would be considered likely within a specific market.

— The results of DCF analysis should be tested and checked for errors and reasonableness.

— Standards Rule 1-1(b) states that the appraiser must not commit a substantial error of omission or commission that
significantly affects the appraisal.

Adopted unanimously on July 8, 1991.
Appraisals Standards Board

John J. Leary, Chairman

Sherwood Darington, Vice Chairman
Charles B. Akerson

Daniel A. Dinote, Jr.

John L. Gadd
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WISCONSIN ADMINISTRATIVE CODE 144-48

STATEMENT ON APPRAISAL STANDARDS NO. 3 (SMT-3)
A paper copy of an electronically transmitted report is not required.

SUBJECT: Retrospective Value Estimates

THE ISSUE:

Two dates are essential to an appraisal report. Standards Rules 2-2(a)(v), 2—2(b)(v) and 2-2(c)(v) require that each appraisal report
specify the effective date of the appraisal and the date of the report. The date of the report indicates the perspective from which the
appraiser is examining the market. The effective date of the appraisal establishes the context for the value estimate. Three categories of
effective dates—retrospective, current, or prospective—may be used according to the purpose and function of the appraisal assignment.
When a retrospective effective date is used, how can the appraisal be prepared and presented in a manner that is not misleading?

THE STATEMENT:

Retrospective appraisals (effective date of the appraisal prior to the date of the report) may be required for property tax matters, estate or
inheritance tax matters, condemnation proceedings, suits to recover damages, and similar situations.

Current appraisals occur when the effective date of the appraisal is contemporaneous with the date of the report. Since most appraisals
require current value estimates, the importance of specifying both the date of the report and effective date of the analysis is sometimes
lost.

Prospective appraisals (effective date of the appraisal subsequent to the date of the report) may be required for valuations of property
interests related to proposed developments, as the basis for value at the end of a cash flow projection, and for other reasons (See SMT—4
on Prospective Value Estimates.)

The use of clear and concise language and appropriate terminology in appraisal reports helps to eliminate the preparation of misleading
reports. To avoid confusion, the appraiser must clearly establish the date to which the value estimate applies. In retrospective value
estimates, use of a modifier for the term market value and past verb tenses increases clarity (e.g. “. . . the retrospective market value was
...” instead of “...the market valueis...”).

A retrospective appraisal is complicated by the fact that the appraiser already knows what occurred in the market after the effective date
of the appraisal. Data subsequent to the effective date may be considered in estimating a retrospective value as a confirmation of trends
that would reasonably be considered by a buyer or seller as of that date. The appraiser should determine a logical cut—off since, at some
point distant from the effective date, the subsequent data will not reflect the relevant market. This is a difficult determination to make.
Studying the market conditions as of the date of the appraisal assists the appraiser in judging where he or she should make this cut—off.
In the absence of evidence in the market that data subsequent to the effective date was consistent with and confirmed market
expectations as of the effective date, the effective date should be used as the cut—off date for data considered by the appraiser.

Use of direct excerpts from then current appraisal reports prepared at the time of the retrospective effective date helps the appraiser and
the reader understand market conditions as of the retrospective effective date.

Conclusions

— A retrospective appraisal is complicated by the fact that the appraiser already knows what occurred in the ~ market after
the effective date of the appraisal.

— Data subsequent to the effective date may be considered in estimating a retrospective value as a  confirmation of
trends.

— The appraiser should determine a logical cut—off.

— Use of direct excerpts from then current appraisal reports prepared at the time of the retrospective effective date helps the
appraiser and the reader understand market conditions as of the retrospective effective date.

— In the absence of evidence in the market that data subsequent to the effective date was consistent with and confirmed market
expectations as of the effective date, the effective date should be used as the cut—off date.

Adopted unanimously on July 8, 1991.
Appraisals Standards Board

John J. Leary, Chairman

Sherwood Darington, Vice Chairman
Charles B. Akerson

Daniel A. Dinote, Jr.

John L. Gadd
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144-49 DEPARTMENT OF REGULATION AND LICENSING

STATEMENT ON APPRAISAL STANDARDS NO. 4 (SMT-4)
A paper copy of an electronically transmitted report is not required.

SUBJECT: Prospective Value Estimates

THE ISSUE:

Two dates are essential to an appraisal report. Standards Rules 2-2(a)(v), 2—2(b)(v) and 2-2(c)(v) require that each appraisal report
specify the effective date of the appraisal and the date of the report. The date of the report indicates the perspective from which the
appraiser is examining the market. The effective date of the appraisal establishes the context for the value estimate. Three categories of
effective dates—retrospective, current, or prospective—may be used according to the purpose and function of the appraisal assignment.
When a prospective effective date is used, how can the appraisal be prepared and presented in a manner that is not misleading?

THE STATEMENT:

Retrospective appraisals (effective date of the appraisal prior to the date of the report) may be required for property tax matters, estate or
inheritance tax matters, condemnation proceedings, suits to recover damages, and similar situations (See SMT—-3 on Retrospective
Value Estimates.)

Current appraisals occur when the effective date of the appraisal is contemporaneous with the date of the report. Since most appraisals
require current value estimates, the importance of specifying both the date of the report and effective date of the analysis is sometimes
lost.

Prospective appraisals (effective date of the appraisal subsequent to the date of the report) may be required for valuations of property
interests related to proposed developments, as the basis for value at the end of a cash flow project, and for other reasons.

The use of clear and concise language and appropriate terminology in appraisal reports helps to eliminate the preparation of misleading
reports. To avoid confusion, the appraiser must clearly establish the date to which the value estimate applies. In prospective value
estimates, use of the term market value without a modifier such as forecasted or prospective and without future verb tenses is improper
(i.e., . . . the prospective market value is expected to be . . .” and not *. . . the market value is . . .”).

Prospective value estimates are intended to reflect the current expectations and perceptions of market participants along with available
factual data. They should be judged on the market support for the forecasts when made, not whether specific items in the forecasts are
realized.

When prospective value estimates are required with regard to proposed improvements, Standards Rule 1-4(h) regarding the scope,
character and probable time of completion of the proposed improvements and Standards Rule 1-4(c) regarding the basis for anticipated
future rent and expenses are relevant. Evidence that proposed improvements can be completed by the effective date of the appraisal is
important. Support for estimated income and expenses at the time of completion of proposed improvements and during the rent—up or
sell-out period requires the incorporation of sufficient market research in the appraisal and the consideration of existing and future
competition. It is appropriate to study comparable projects for evidence of construction periods, development costs, income and
expense levels, and absorption. Items such as rental concessions, commissions, tenant finish allowances, add—on factors, and expense
pass—throughs, must be studied to estimate realistic income expectancy.

With regard to proposed developments, two prospective value estimates may be required: as of the time the development is to be
completed and as of the time the development is projected to achieve stabilized occupancy. These prospective values form a basis for
investment decisions and loan underwriting.

In a prospective appraisal, the appraiser analyzes market trends to provide support for forecasted income and expense or sell-out
estimates, absorption periods, capitalization rates, and discount rates as of the effective date of the appraisal. Economic trends such as
growth in population, employment, and future competition are also analyzed. The overall economic climate and variations in the
business cycle should be considered and weighed in the performance of the valuation process. All value conclusions should include
reference to the time frame when the analysis was prepared to clearly delineate the market conditions and point of reference from which
the appraiser developed the prospective value estimates. It is essential to include a limiting condition citing the market conditions from
which the prospective value estimate was made and indicating that the appraiser cannot be held responsible for unforeseeable events
that alter market conditions prior to the effective date of the appraisal.

Conclusions

— Prospective value estimates are intended to reflect the current expectations and perceptions of market participants along with
available factual data. They should be judged on the market support for the forecasts when made, not whether specific items in
the forecasts are realized.

— It is appropriate to study comparable projects for evidence of construction periods, development costs, income and expenses
levels, and absorption.

— Items such as rental concessions, commissions, tenant finish allowances, add—on factors, and expense pass—throughs, must be
studied to estimate realistic income expectancy.

— All value conclusions should include reference to the time frame when the analysis was prepared to clearly delineate the
market conditions and point of reference from which the appraiser developed the prospective value estimate.

— It is essential to include a limiting condition citing the market conditions from which the prospective value estimate was made
and indicating that the appraiser cannot be held responsible for unforeseeable events that alter market conditions prior to the
effective date of the appraisal.
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WISCONSIN ADMINISTRATIVE CODE

SMT-4: Prospective Value Estimates (continued)
A paper copy of an electronically transmitted report is not required.
Adopted unanimously on July 8, 1991.
Appraisals Standards Board

John J. Leary, Chairman

Sherwood Darington, Vice Chairman
Charles B. Akerson

Daniel A. Dinote, Jr.

John L. Gadd
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144-51 DEPARTMENT OF REGULATION AND LICENSING

STATEMENT ON APPRAISAL STANDARDS NO. 5 (SMT-5)
SUBJECT: Confidentiality Rule of the ETHICS PROVISION
The Confidentiality rule and the explanatory comment relating to this rule are stated below:
An appraiser must protect the confidential nature of the appraiser—client relationship.

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

THE ISSUE:

The appraiser—client relationship begins with and is governed by a written or oral contract or engagement between the appraiser and the
client. What are the confidential aspects of the appraiser—client relationship that the appraiser must protect under the USPAP?

THE STATEMENT:

Fiduciary responsibilities are inherent in professional appraisal practice. The confidential nature of the appraiser’s relationship with the
client was recognized by the appraisal profession before December 4, 1989, the date of the ETHICS PROVISION amendment to the
USPAP, as evidenced by codes of professional ethics of a number of professional appraisal organizations.

The obligation of the appraiser to protect the confidential nature of the appraiser—client relationship is neither absolute nor clearly
understood.

Under USPAP, an appraiser must act in good faith with regard to the legitimate interests of the client in the use of the written or oral
appraisal report and the disclosure of confidential elements of the appraisal report or disclosure of confidential information given to the
appraiser by the client for use in connection with the appraisal.

Obviously, there is no violation of the Confidentiality rule when an appraiser discloses the results of an assignment or confidential
factual data obtained from a client to the client and all other persons specifically authorized by the client.

However, the appraiser—client relationship envisioned in the USPAP is not comparable, for example, to the attorney—client relationship
because there is no violation of the Confidentiality rule when an appraiser discloses, without the client’s permission, the results of an
assignment or confidential factual data obtained from a client to third parties authorized under due process of law or to a duly authorized
professional peer review committee. Disclosure under these circumstances serves the superior interests of the public and the appraisal
profession in uncovering suppression of material information or advocacy through misuse or abuse of the Confidentiality rule.

The results of an assignment prepared for a client are the appraiser’s analyses, opinions, and conclusions pertinent to the assignment.
These are clearly confidential matters under the USPAP and may only be disclosed to the three groups cited in the comment to the

Confidentiality rule.

Under the USPAP, an appraiser may only disclose confidential data obtained from client to the persons within the same three cited
groups. Consequently, the meaning of “confidential factual data obtained from the client” is critically important because factual data
obtained from a client that is not deemed confidential may be disclosed by an appraiser without the client’s permission.

Market data is necessary to the appraisal profession and the quality of work that the public has a right to expect from professionals. To
hold that all factual data obtained from the client are confidential simply because they were given to the appraiser for use in connection
with the appraisal is an extremely broad and arbitrary construction that unduly burdens the appraiser without a compensating benefit to
the public. Less available data tends to diminish the quality of appraisal services.

With regard to factual data supplied to the appraiser by the client, the client is in the best position to decide what data must be considered
confidential and to provide an explanation for such a determination. The USPAP recognize that such data are to be treated as
confidential only when the client specifically instructs the appraiser that the factual data are confidential. Data furnished by the client to
potential buyers or mortgagees without a confidentiality condition do not become confidential when given to the appraiser. All other
factual data obtained by the appraiser from any source are not recognized as confidential by the USPAP, unless the appraiser knows of
the confidential nature of the data.

When the appraisal report is addressed to the client, any confidential factual data given to the appraiser by the client and relied upon in
the appraiser’s analyses, opinions, or conclusions may be specifically cited in the report without violation of the Confidentiality rule.
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SMT-5: Confidentiality Rule of the Ethics Provision (continued)
Conclusions

— Fiduciary responsibilities are inherent in professional appraisal practice.

— Under USPAP, an appraiser must act in good faith with regard to the legitimate interests of the client.

— The results of an assignment prepared for a client are the appraiser’s analyses, opinions, and conclusionspertinent to the
assignment. These are clearly confidential matters under USPAP and may only bedisclosed to the three groups cited in the
comment to the Confidentiality rule.

— With regard to factual data supplied to the appraiser by the client, the client is in the best position todecide what data must be
considered confidential and to provide an explanation for such a determination.

— Data furnished by the client to potential buyers or mortgagees without a confidentiality condition do notbecome confidential
when given to the appraiser.

Adopted unanimously on September 10, 1991.
Appraisals Standards Board

John J. Leary, Chairman

Sherwood Darington, Vice Chairman
Charles B. Akerson

Daniel A. Dinote, Jr.

John L. Gadd
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144-53 DEPARTMENT OF REGULATION AND LICENSING

STATEMENT ON APPRAISAL STANDARDS NO. 6 (SMT-6)
SUBJECT: Reasonable Exposure Time in Market Value Estimates
THE ISSUE:

In the USPAP, the Comment to Standards Rule 1-2(b) states:

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

The Comments to Standards Rules 2—2(a)(v) and 2-2(b)(v) state:

. . . Defining the value to be estimated requires both an appropriately referenced definition andany comments
needed to clearly indicate to the reader how the definition is being applied [SeeStandards Rule 1-2(b)]. . . .

How is this reasonable exposure time estimated? When is it presumed to occur, i.e., prior to or starting from the effective date of the
appraisal?

THE STATEMENT:

Reasonable exposure time is one of a series of conditions in most market value definitions. Exposure time is always presumed to
precede the effective date of the appraisal.

Exposure time may be defined as follows: The estimated length of time the property interest being appraised would have been offered
on the market prior to the hypothetical consummation of a sale at market value on the effective date of the appraisal; a retrospective
estimate based upon an analysis of past events assuming a competitive and open market.

Exposure time is different for various types of real estate and under various market conditions. It is noted that the overall concept of
reasonable exposure encompasses not only adequate, sufficient and reasonable time but also adequate, sufficient and reasonable effort.
This statement focuses on the time component.

The fact that exposure time is always presumed to occur prior to the effective date of the appraisal is substantiated by related facts in the
appraisal process; supply/demand conditions as of the effective date of the appraisal; the use of current cost information; the analysis of
historical sales information (sold after exposure and after completion of negotiations between the seller and buyer); and the analysis of
future income expectancy estimated from the effective date of the appraisal.

Rationale and Method for Estimating Reasonable Exposure Time

The estimate of the time period for reasonable exposure is not intended to be a prediction of a date of sale or a one—line statement.
Instead, it is an integral part of the analysis conducted during the appraisal assignment. The estimate may be expressed as a range and
can be based on one or more of the following:

* statistical information about days on market;
* information gathered through sales verification; and,
* interviews of market participants

Related information garnered through this process include the identification of typical buyers and sellers for the type of real estate
involved and typical equity investment levels and/or financing terms.

The reasonable exposure period is a function of price, time and use, not an isolated estimate of time alone. As an example, an office
building could have been on the market for two years at a price of $2,000,000 that informed market participants considered
unreasonable. Then, the owner lowers the price to $1,600,000 and starts to receive offers, culminating in a transaction at $1,400,000 six
months later. While the actual exposure time was 2.5 years, the reasonable exposure time at a value range of $1,400,000 to $1,600,000
would be six months. The answer to the question “what is reasonable exposure time?”” should always incorporate the answers to the
question “for what kind of real estate at what value range?” rather than appear as a statement of an isolated time period.

Discussion of Exposure Time in the Appraisal Report

The discussion of reasonable exposure time should appear in an appropriate section of the appraisal report that presents the discussion
and analysis of market conditions and be referenced at the statement of the value definition and value conclusion.

Applications to Client Uses of an Appraisal

When an appraisal is commissioned as the result of a mortgage application after a potential seller and buyer enter into a Contract for Sale,
not conflict exists between the presumption in the appraisal process that exposure time occurs prior to the effective date of the appraisal
and the function (client use) of the appraisal.

When an appraisal is commissioned for employee relocation, asset evaluation, foreclosure, or asset management purposes, the
presumption in the appraisal process that exposure time occurs prior to the effective date of the appraisal may conflict with the function
of the appraisal as envisioned by the client.

Problems arise when clients attempt to make business decisions or account for assets without understanding the difference between
reasonable exposure time and marketing time (see related Advisory Opinion G—7 on Marketing Time Estimates).
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SMT-6: Reasonable Exposure Time in Market Value Estimates (continued)

Conclusions

— The reasonable exposure time inherent in the market value concept is always presumed to precede theeffective date of the
appraisal.

— Exposure time is different for various types of real estate and under various market conditions.

— The answer to the question “what is reasonable exposure time?”” should always incorporate theanswers to the question “for
what kind of real estate at what value range?” rather than appear as a statement of an isolated time period.

Adopted unanimously on September 16, 1992.
Appraisals Standards Board

John J. Leary, Chairman

Sherwood Darington, Vice Chairman
Daniel A. Dinote, Jr.

John L. Gadd

Ritch LeGrand
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144-55 DEPARTMENT OF REGULATION AND LICENSING

STATEMENT ON APPRAISAL STANDARDS NO. 7 (SMT-7)
SUBJECT: Permitted Departure from Specific Guidelines for Real Property Appraisals
THE ISSUE:

When is it appropriate to invoke the Departure Provision in performing real property appraisals, and what are the reporting requirements
when the Departure Provision is utilized?

Throughout the history of real property appraisal practice, a perception has existed that certain types of transactions in the real estate
market require something less than or different from a Complete Appraisal. The phrase something less than or different from in this
context has meant a Limited Appraisal and a condensed report. To distinguish this type of assignment from a Complete Appraisal,
different names have been created for this activity, including Letter Opinion of Value, Update of an Appraisal, Recertification of Value,
and, more recently, Evaluation of Real Property Collateral.

When legitimate requests are made by a knowledgeable client or client group for a Limited Appraisal for a particular transaction or type
of transaction, do the Uniform Standards of Professional Appraisal Practice allow an appraiser to perform such a service? If so, under
what conditions?

THE STATEMENT:

Relevant USPAP References

In the DEFINITIONS Section of USPAP, the Comment to the definition of Appraisal Practice states:

“. .. The use of other nomenclature by the appraiser (e.g. analysis, counseling, evaluation, study, submission, valuation) does
not exempt an appraiser from adherence to these standards.”

The DEPARTURE PROVISION of USPAP states:

“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 be required by the specific guidelines...”

This provision goes on to permit limited departures from specific guidelines provided the appraiser determines the appraisal process is
not so limited as to mislead the client and intended users of the report, the appraiser advises the client of the limitations and discloses the
limitations in the report, and the client agrees that the limited service would be appropriate.

The following definitions from the DEFINITIONS section of USPAP are also relevant to the understanding of the response to this issue:
Appraisal: (noun) The act or process of estimating value; an estimate of value.

Complete Appraisal: The act or process of estimating value or an estimate of value performed without invoking
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.

Binding Requirement: All or part of a standards rule of USPAP from which departure is not permitted.
Specific Guideline: All or part of a standards rule of USPAP from which departure is permitted under certain limited conditions.

Report: Any communication, written or oral, of an appraisal, review or consulting service that is transmitted to the client upon
completion of an assignment.

Self-Contained Appraisal Report: A written report prepared under Standards Rule 2—2(a) of a Complete or Lim-
ited Appraisal performed under Standard 1.

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

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

In STANDARD 1 (Developing a Real Property Appraisal), the specific guidelines from which an appraiser is permitted to depart are
Standards Rules 1-2, 1-3, and 1-4. These standards rules outline most of the operational steps in the valuation process (See Attached
Chart).

In STANDARD 2 (Reporting the Results of a Real Property Appraisal), Standards Rule 2-2 is a binding requirement that mandates one
of three options for report formats, and all three options state:

When the Departure Provision is invoked, the assignment is deemed to be a Limited Appraisal.Use of the term Lim-
ited Appraisal makes it clear that the assignment involved something lessthan, or different from the work required
by the specific guidelines. The report of a Limited Appraisal must contain a prominent section that clearly identifies
the extent of the appraisalprocess performed and the departures taken.
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SMT-7: Permitted Departure from Specific Guidelines for Real Property Appraisals (continued)
A paper copy of an electronically transmitted report is not required.

Response to the Issue

The DEPARTURE PROVISION and STANDARD 1 permit the development of two types of appraisal (Complete Appraisal and
Limited Appraisal). Appraisers are trained and qualified to identify when a Limited Appraisal is appropriate. At the same time,
appraisers must adhere to USPAP in the performance of all types of assignments.

As long as the appraiser determines that the request for something less than or different from a Complete Appraisal would not result in a
misleading analysis, then the DEPARTURE PROVISION can be invoked and the assignment can be accepted and performed.

Limited Appraisal

The client or client group that requests a Limited Appraisal is often a frequent user of appraisals and has determined that a Complete
Appraisal is not required for the matter at hand, or wants to monitor the validity of a prior Complete Appraisal.

To make the initial determination that the requested Limited Appraisal is appropriate, the appraiser must at least know the level of
understanding that the client has of the type of real estate and market conditions involved and the intended use of the appraisal. In
addition, the appraiser would have to believe that the valuation method (s) to be

used were of primary relevance to the appraisal of the type of real estate involved in order to conclude that the resulting analysis and
report would not be misleading. As examples: for residential real estate or owner—occupied real estate, a limited assignment might
consist of only developing a sales comparison approach; for income—producing real estate, only the income capitalization approach
might be developed.

It is not always appropriate to expect a single point estimate of value when a Limited Appraisal is authorized and performed. The
resulting estimate of value may be expressed as a single point value estimate, a range in value, or a value relationship (e.g. not less than,
not more than) from a previous value estimate or established benchmark (e.g. assessed value, collateral value).

Reporting Requirements

Standards Rule 2-2 is a binding requirement that sets forth three options for any written report (Self—-Contained Appraisal Report,
Summary Appraisal Report, or Restricted Appraisal Report) and content items for each option.

USPAP does not dictate the form, format, or style of appraisal reports. The form, format and style of a report are functions of the needs of
users and providers of appraisal services. USPAP also does not mandate that each appraisal report be lengthy and full of disclaimers. In
fact, the opposite is true. The comment to Standards Rule 2—2(a)(viii) is significant in this regard and includes the following statements:

“...Each item must be addressed in the depth and detail required by its significance to the appraisal... The substan-
tive content of the report, not its size, determines its compliance.”

Clarification of Nomenclature

Various nomenclature has been developed by clients and client groups for certain appraisal assignments. The development of this
Statement on Appraisal Standards is a response to inquiries about several types of appraisal assignments, and it is appropriate to clarify
the meaning of these terms for future reference.

The term Letter Opinion of Value has been used to describe a one—page letter sent to a client that stated a value estimate and referenced
the file information and experience of the appraiser as the basis for the estimate. This type of services does not comply with USPAP, and
should be eliminated from appraisal practice. USPAP recognizes that the results of any appraisal assignment may be presented in a letter
format provided that the content items in one of the three report options under Standards Rule 2—-2 are addressed. The Restricted Report
is the minimum report format and replaces the concept of the Letter Opinion of Value.

The term Update of an Appraisal is defined as an extension of an original Complete or Limited Appraisal and report relied on by a client
for a prior business decision. The Update of an Appraisal changes the effective date of the value estimate. See Advisory Opinion G-3
for a further discussion and description of this type of appraisal assignment.

The term Recertification of Value has been mistakenly used in lieu of the term Update of an Appraisal by some clients. A Recertification
of Value is a Limited Appraisal performed in order to confirm whether or not the completed improvements and market conditions at the
time of completion are consistent with statements in an earlier prospective appraisal that was made based on plans and specifications for
proposed improvements. A Recertification of Value does not change the effective date of the value estimate.

The term Evaluation of Real Property Collateral is used by financial institutions. When an appraiser accepts an assignment from a
financial institution to perform an Evaluation of Real Property Collateral, the assignment becomes a Limited Appraisal as outlined in
this statement.

Levels of Reliability

While no appraisal conclusion is a guarantee, USPAP allows for different levels of reliability in real property appraisals. The highest
level of reliability is a Complete Appraisal performed without invoking the DEPARTURE PROVISION. Limited Appraisals performed
under and resulting from invoking the DEPARTURE PROVISION have varying levels of reliability.

Both appraisers and users of appraisal services must realize that, as the degree of departure increases, the corresponding level of
reliability of the Limited Appraisal decreases and the user of the appraisal service accepts a higher level of risk.
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144-57 DEPARTMENT OF REGULATION AND LICENSING

SMT-7: Permitted Departure from Specific Guidelines for Real Property Appraisals (continued)

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

When reporting the result of a Limited Appraisal, the appraiser must disclose permitted departures in compliance with Standards Rule
2-2(a)(xi), (b)(xi), or (c)(xi) so that the client and intended users of the report can understand the level of reliability of the Limited
Appraisal. Specifically, these rules require that the report of a Limited Appraisal must contain a prominent section that clearly identifies
the extent of the appraisal process performed and the departures taken.

Conclusions

— Appraisers are trained and qualified to identify when a Limited Appraisal is appropriate. At the sametime, appraisers must
adhere to USPAP in the performance of all types of assignments.

— As long as the appraiser determines that the request for something less than or different from a Complete Appraisal would not
result in a misleading analysis and report, then the DEPARTURE PROVISION canbe invoked and the assignment can be
accepted and performed.

— To make the initial determination that the requested Limited Appraisal is appropriate, the appraisermust at least know the level
of understanding that the client has of the type of real estate and marketconditions involved and the intended use of the
appraisal.

— It is not always appropriate to expect a single point estimate of value when a Limited Appraisal isauthorized and performed.
The resulting estimate of value may be expressed as a single point valueestimate, a range in value, or a value relationship (e.g.
not less than, not more than) from a previousvalue estimate or established benchmark (e.g. assessed value, collateral value).

— Standards Rule 2-2 is a binding requirement that sets forth three options for any written report (Self—Contained Appraisal
Report, Summary Appraisal Report, or Restricted Appraisal Report) and contentitems for each option.

— While no appraisal conclusion is a guarantee, USPAP allows for different levels of reliability in realproperty appraisals. The
highest level of reliability is a Complete Appraisal performed without invokingthe DEPARTURE PROVISION.

— Limited Appraisals performed under and resulting from invoking the DEPARTURE PROVISION havevarying levels of
reliability.

— Both appraisers and users of appraisal services must realize that, as the degree of departure increases,the corresponding level
of reliability of the Limited Appraisal decreases and the user of the appraisalservice accepts a higher level of risk.

— The reliability of the results of a Complete Appraisal or a Limited Appraisal developed under STANDARD 1 is not affected by
the type of appraisal report prepared under STANDARD 2. Theextent of the appraisal process performed under STANDARD
1 is the basis for the reliability of thevalue conclusion.

— When reporting the result of a Limited Appraisal, the appraiser must disclose permitted departures incompliance with
Standards 2-2(a)(xi), (b)(xi), or (c)(xi) so that the client and intended users of thereport can understand the level of reliability
of the Limited Appraisal.

Adopted unanimously on March 22, 1994.
Appraisals Standards Board

Sherwood Darington, Chairman
Daniel A. Dinote, Jr., Vice Chairman
John J. Leary

Tim Leberman

Ritch LeGrand
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144-58

RELATIONSHIP BETWEEN USPAP STANDARDS 1-2 AND THE REAL PROPERTY VALUATION PROCESS

THE REAL PROPERTY VALUATION PROCESS

UNIFORM STANDARDS REFERENCES

DEFINE THE APPRAISAL PROBLEM
Identify and Locate the Real Estate
Identify the Property Rights to be Valued
Establish Date(s) of Value Estimate(s)
Identify the Use of the Appraisal
Define Value(s) to be Estimated

Identify Limiting Conditions or Limitations

DEVELOPMENT
RULES

Ethics Provision
Competency Provision
Departure Provision
Definitions

Standards Rules 1-1, 1-2

REPORTING
RULES

Standards Rule 2-1
Standards Rule 2-2:
(a) (i) through (vii)
(b) (i) through (vii)

(c) (i) through (vii)

PRELIMINARY ANALYSIS AND PLAN: SELECT AND
COLLECT DATA

General (Market): Subject Property: Competitive Properties:

Market Analysis Property Analysis Comparison Analysis
Demand Components ~ Site/Improvements  Sales

Supply Components Size Rentals

Trends Age and Condition  Costs

Forecasts Location Elements of Comparison

Legal (Title, Use) Units of Comparison

Standards Rule 1-3

Standards Rule 2-2:
(a) (viii)
(b) (viii)
(c) (viii)

ESTIMATE HIGHEST AND BEST USE
Land as if Vacant and Available

Property as Improved (Existing or Proposed)

Standards Rule 1-3

Standards Rule 2-2:
(a) (ix), (b) (ix), (¢) (ix)

ESTIMATE LAND/SITE VALUE (AS DEFINED)

Sales Comparison Income Capitalization Subdivision/Development

Standards Rule 1-4(a)

ESTIMATE IMPROVED PROPERTY VALUE (AS DEFINED)

Cost Sales Comparison Income Capitalization

Standards Rule 1-4

RECONCILE VALUE INDICATORS;
REACH DEFINED VALUE ESTIMATE

Standards Rule 1-5

Standards Rule 2-2:
(a) (x) and (xi)
(b) (x) and (xi)
(¢) (x) and (xi)

REPORT ESTIMATE(S) OF VALUE(S) AS DEFINED

Standard 2

Standards Rule 2—3
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144-59 DEPARTMENT OF REGULATION AND LICENSING

STATEMENT ON APPRAISAL STANDARDS NO. 8 (SMT-8)
SUBJECT: Electronic Transmission of Reports
THE ISSUE:

The Record Keeping section of the ETHICS PROVISION states that written records of assignments include true copies of written
reports. The term written records also includes information stored on electronic, magnetic, or other media. Standards 2, 3, 5, 6, 8 and 10
specify the reporting requirements for reports. What constitutes an acceptable electronic transmission of appraisal, consultation or
review appraisal reports?

THE STATEMENT:
Relevant USPAP References

The requirement that a report must “clearly and accurately set forth the appraisal in a manner that will not be misleading” appears in
Standards Rules 2—1(a), 5-1(a), 6—7(a), 8—1(a) and 10—1(a).

Standards Rule 3—2(c) requires that an appraiser must set forth the opinions, reasons, and conclusions required in Standards Rule 3-1(c),

(d), (e) and (f).

Standards Rules 2—2(a)(xii), (b)(xii), (c)(xii); 3-2(e); 5-2(j); 6=7(1); 8-2(n); and 10-2(j) require each written report to contain a signed
certification. Suggested specific content items for a certification are included in Standards Rules 2-3, 3-2(e), 5-3, 6—8, 8-3 and 10-3.

Effective January 1, 1996, the Explanatory Comment to the Record Keeping section of the ETHICS PROVISION will state: “... A
workfile may also include information stored on electronic, magnetic or other media ...”

Transmission Standards

Technology now permits a report to be transmitted to the client by electronic means, thereby making the additional submission of a paper
copy unnecessary. An electronically transmitted report is a written report and must meet the USPAP reporting requirements.

Submission of a report by modem or other computer to computer link constitutes electronic transmission subject to the requirements of
this Statement. For clarification, submission of a paper copy report by facsimile with a hand written mark for the signature does not
constitute electronic transmission as discussed in this Statement.

Integrity of Report Transmission

Report transmission addresses data integrity, not the format of the report. However, every transmitted report must meet minimum
USPAP reporting content requirements, including a signed certification.

Appraisers must take reasonable steps to protect the data integrity of transmitted reports. The following steps should be used depending
on the client and type of report to be transmitted:

* Enter into a written agreement with the client that clearly states the responsibilities and obligations of the appraisers
and the client;

* Use computer software that provides, at a minimum, the following security measures:
— Identifies transmission errors during the transmission process;

— Confirms date, time and quantity of data transmitted by the appraiser and the date,
time and quantity of data received by the client (whichcould be different from trans-
mission dates); and

— Protects signature integrity.

Signed Certification

Any software program used to electronically transfer a report must provide, at minimum, a digital signature security feature for all
appraisers signing a report. The appraiser(s) should ensure the signature(s) are protected and that only the appraiser(s) maintain control
of the signature. This control may be maintained by passwords (e.g. PIN numbers), hardware devices (e.g. secure cards) or other means.
Electronically affixing a signature to a report carries the same level of authenticity and responsibility as an ink signature on a paper copy
report.

The definition of signature in a signed certification under USPAP is as follows:

SIGNATURE: personalized evidence indicating authentication of the work performed by the appraiser and the acceptance of the
responsibility for content, analyses, and the conclusions in the report.

Comment: A signature can be represented by a hand written mark, a digitized image controlled by a personalized
identification number, or other media, where the appraiser has sole personalized control of affixing the signature.
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SMT-8: Electronic Transmission of Reports (continued)

Record Keeping

The Record Keeping section of the ETHICS PROVISION applies to all reports and permits storage on electronic, magnetic or other
media. A true electronic and/or paper copy of the transmission must be retained by the appraiser. A paper copy of an electronically
transmitted report is not required.

Conclusions

— An electronically transmitted report is a written report and must meet the USPAP reporting requirements.

— Appraisers must take reasonable steps to protect the data integrity of transmitted reports.

— Any software program used to electronically transfer a report must provide, at a minimum, a digital signature security feature
for all appraisers signing a report.

— Electronically affixing a signature to a report carries the same level of authenticity and responsibility as an ink signature on a
paper copy report.

The Record Keeping section of the ETHICS PROVISION applies to all reports and permits storage on electronic, magnetic or other
media. A true electronic and/or paper copy of the transmission must be retained by the appraiser.

Adopted unanimously on July 18, 1995.
Appraisals Standards Board

Sherwood Darington, Chairman
Tim Leberman, Vice—Chair
Daniel A. Dinote, Jr.

W. David Snook

Laurie Van Court
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144-61 DEPARTMENT OF REGULATION AND LICENSING

STATEMENT ON APPRAISAL STANDARDS NO. 9 (SMT-9)

SUBJECT: Identification of the Client’s “Intended Use” in developing and reporting Appraisal, Consulting, or Review
Assignment opinions and conclusions.

THE ISSUE:

An appraiser must identify and consider the client’s intended use of the appraiser’s reported opinions and conclusions in order to
properly define the problem under study and to understand his or her development and reporting responsibilities in an appraisal,
consulting, or review assignment.

An appraiser must state the client’s intended use of the appraisal opinions and conclusions in an appraisal report.

What kind of information must an appraiser identify and consider regarding the client’s intended use of an appraisal, consulting, or
review report in the course of accepting and completing an assignment, and which of that information must an appraiser include in
the report?

THE STATEMENT:

General

While identification of the client’s intended use of an appraisal, consulting, or review report is also a business concern, this activity
is an essential step to be taken by an appraiser in performing professional appraisal, consulting, or review services.

This Statement addresses an appraiser’s obligations related to the client’s intended use when performing professional appraisal
practices under USPAP.

STANDARDS 1, 6, 7, and 9 require an appraiser to “identify”, “consider”, or “define” the “purpose and intended use” of the
appraisal in the course of developing his or her opinions or conclusions in the assignment.

STANDARDS 2, 6, 8 and 10 require an appraiser to “state the purpose and intended use” of the appraisal in the report. In the
context of a written real property appraisal report, the Comment to Standards Rules 2—-2 (a) and (b), (iii), (iv) and (v) states, “These
three requirements call for clear disclosure to the reader of the report the “who, why, what and when” surrounding the appraisal.
The Comment to Standards Rule 2-2 (c) (iii) states “The intended use of the appraisal must be consistent with the use restriction on
the report.....” Similar language appears in other USPAP reporting Standards.

STANDARD 3 requires an appraiser to certify that, among other matters, his or her compensation is not contingent on the use of
the review report. STANDARD 5 requires an appraiser to certify whether his or her compensation is contingent on the use of the
consulting report. An appraiser performing a review or consulting assignment must be aware of the client’s intended use of the
appraiser’s reported opinions and conclusions in order to reasonably provide the required certification.

The intended use of an appraiser’s reported appraisal, consulting, or review assignment conclusions and opinions is established by
the client. The client’s intended use may encompass requirements of one or more other intended users. An appraiser cannot
reasonably identify the client’s intended use without having identified the client and having established a clear understanding of the
client’s requirements by communicating with the client or the client’s agent. An appraiser identifies the client’s intended use by
communicating with the client before accepting an assignment.

Although an appraiser bound by the Uniform Standards of Professional Appraisal Practice (USPAP) must identify and consider the
client’s intended use of the appraiser’s reported appraisal, consulting, or review opinions and conclusions, an appraiser must not
allow a client’s intended use or the requirements of any user of the report to affect the appraiser’s independence and objectivity in
performing an assignment. An appraiser must not allow a client’s objectives to cause the analysis or report to be biased.

Identification of the Client and Intended Users in an Assignment

In order to properly define the problem under study and to understand his or her responsibilities in an assignment, an appraiser
must identify the client and, to the extent practical, other intended users as part of the process of identifying the client’s intended
use of the appraisal, consulting, or review report. This could be accomplished by communication with the client prior to accepting
the assignment.

An appraiser should use care when identifying the client to ensure a clear understanding and to avoid violations of the
Confidentiality section of the ETHICS PROVISION. In this context, the client may be identified as a person or entity, or an agent
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of an intended user. In those rare instances where the client wishes to remain anonymous, the appraiser must still document the
identity of the client in the workfile, but may omit the client’s identity in the appraisal, consulting, or review report.

The term “Client” is defined in USPAP as:
The party or parties who engages an appraiser (by employment or contract) in a specific assignment.
The term “Intended Use” is defined in USPAP as:

The use or uses of an appraiser’s reported appraisal, consulting, or review assignment opinions and conclusions, as
identified by the appraiser based on communication with the client at the time of the assignment.

The term “Intended User” is defined in USPAP as:

The client and any party as identified, by name or type, as users of the appraisal, consulting, or review report, by the
appraiser based on communication with the client at the time of the assignment.

The client and any other party as identified, by name or type, as users of the appraisal, consulting, or review report, by the
appraiser based on communication with the client at the time of the assignment.

An appraiser’s obligations to the client are established in the course of considering and accepting an assignment. Once an
assignment is accepted, an appraiser is obligated to complete the assignment as agreed and in compliance with USPAP. However,
if an appraiser becomes aware of a change in the client’s intended use of the report, the appraiser must consider whether the extent
of the appraisal, consultation, or review process and type of report initially agreed upon are still appropriate and, if they are not, the
appraiser must communicate with the client to establish an appropriate basis upon which to proceed.

If the appraiser is contacted regarding an assignment or report by a party other than the appraiser’s client, before responding the
appraiser must review his or her obligations to that client. An appraiser may need to review the Confidentiality section of the
ETHICS PROVISION and Statement on Appraisal Standards No. 5 (SMT-5) for requirements, and Advisory Opinion No. 10
(AO-10) for guidance.

An appraiser’s obligations to other intended users may impose additional development and reporting requirements in the
assignment. It is essential that an appraiser establish with the client a clear and mutual understanding of the needs of all known
intended users prior to accepting an assignment. An appraiser’s obligation to intended users other than the client is limited to
addressing their requirements as identified by the client at the time the appraiser accepts the assignment.

Neither the client nor the appraiser is obligated to identify an intended user by name. If identification by name is not appropriate or
practical, an appraiser’s client and the appraiser may identify an intended user by type.

A party receiving a report copy from the client does not, as a consequence, become a party to the appraiser—client relationship.

Parties who receive a copy of an appraisal, consulting, or review report as a consequence of disclosure requirements applicable to
an appraiser’s client do not become intended users of the report unless the client specifically identifies them at the time of the
assignment.

Disclosure of Client and Intended User(s) in an Appraisal Report

Except when specifically requested not to do so as part of the agreement with the client, an appraiser must disclose the identity of
the client and, to the extent practical, any other known intended users in an appraisal report. The purpose of this reporting
requirement is to (1) ensure that the client and any other known intended users can recognize their relationship to the assignment
and report, and (2) to ensure that unintended users will not be misled by notifying them that they are neither the client nor an
intended user. For example, a statement similar to the following may be appropriate:

“This report is intended for use only by (identify the client) and (identify any other known intended users by name or type). Use of
this report by others is not intended by the appraiser.”

If the client’s identity is omitted from an appraisal report, the appraiser must (1) identify the client and should identify any known
intended users in the work file, and (2) provide a notice in the appraisal report that (i) the identity of the client has been omitted in
accordance with the client’s request and (ii) that the report is intended for use only by the client and any other intended users
identified by the client at the time the assignment was accepted.
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Disclosure of Client and Intended User(s) in a Consulting or Review Report

A statement identifying the intended use of a consulting or review report is not a review or consulting report content requirement
under STANDARDS 3 or 5. However, an appraiser may use the same type of statement as illustrated for an appraisal report in this
Statement on Appraisal Standards in his or her consulting or review reports to avoid misleading a user and to convey the client’s
intended use of the assignment results.

Identification of the Client’s Intended Use in an Appraisal, Consulting, or Review Assignment

Identification of the client’s intended use is one of the essential steps in defining the appraisal, consulting or review problem.
Identification of the client’s intended use helps the appraiser and the client make two important decisions about the assignment:

— the appropriate extent of the appraisal, consulting, or review development process to employ, and
— the level of detail to provide in the appraisal, consulting, or review report.

An appraiser needs to be aware, to the fullest degree practical, of the client’s report use intentions so as to reasonably ensure that
the appraisal, consulting or review development process and report address the client’s stated needs. When the client intends that a
report be used by others, the needs of those additional users may affect the extent of the appraisal, consulting or review process as
well as the content of a report.

Disclosure of the Client’s Intended Use in a Report

An appraiser can avoid misleading parties in possession of an appraisal, consulting, or review report by clearly identifying the
client’s intended use in the report and stating that other uses are not intended. For example, a statement similar to the following
may be appropriate:

“This report is intended only for use in (describe the use). This report is not intended for any other use.”

The use description provided in the statement must be specific to the assignment.

Conclusions

— An appraiser must identify the client and, to the extent practical, other intended users as part of the process of identifying the
client’s intended use of an appraisal, consulting, or review report, by communication with the client prior to accepting the
assignment.

— An appraiser should use care when identifying the client to ensure a clear understanding and to avoid violations of the
Confidentiality section of the ETHICS PROVISION.

— The appraiser’s obligations to the client are established in the course of considering and accepting an assignment.

— The appraiser’s obligation to intended users other than the client is limited to addressing their requirements as identified by the
client at the time the appraiser accepts the assignment.

— Identification of the client’s intended use of the report is one of the essential steps in defining the appraisal, consulting or review
problem.

— An appraiser identifies the client’s intended use of an appraisal, consulting, or review report by communicating with the client
before accepting an assignment.

— Appraisers can avoid misleading parties in possession of a report by clearly identifying the client’s intended use in the report and
stating that other uses are not intended by the appraiser.

— Except when specifically requested not to do so as part of the agreement with the client, an appraiser must disclose the identity
of the client and, to the extent practical, any other known intended users of an appraisal report in the report to (1) ensure that all
intended users recognize their relationship to the assignment and report and to (2) ensure unintended users will not be misled by
notifying them that they are neither the client nor an intended user.

— If the client’s identity is omitted from an appraisal report, the appraiser must (1) document the identity of the client and should
identify any other known intended users in the work file, and (2) provide a notice in the appraiser report that (i) the identity of the
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client has been omitted in accordance with the client’s request and (ii) that the report is intended for use only by the client and any
other intended users.

— An appraiser may use the same type of statement as illustrated for an appraisal report in this Statement on Appraisal Standards in
his or her consulting or review reports.

Next page is numbered 197
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