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GREEN VALLEY SPECIAL UTILITY DISTRICT CERTIFICATE

This land development plat has been submitted to and approved by Green Valley Special Utility
District for Easements. Upon request of the Customer and payment of the required fees, the
District will provide domestic water service to each lot in this Subdivision, by Agreement with
the Developer.

Agent
Green Valley Special Utility District

EASEMENT CERTIFICATE

The Owner of the land shown on this plat and whose name is subscribed hereto, in person or
through a duly authorized agent, dedicates to the Green Valley Special Utility District of Marion,
Texas, its successors and assigns, a perpetual Easement with the right to erect, construct, install
and lay over and across those areas marked as “Waterline Easement” and in all streets and
byways, such pipelines, service lines, water meters and other water system appurtenances as it
requires, together with the right of ingress and egress, the right to remove from said lands all
trees, shrubs, grasses, pavements, fences, structures, improvements, or other obstructions which
may interfere with the facility or the access thereto. It is agreed and understood that no building,
concrete slab or walls will be placed within said Easement areas. No other utility lines may be
located within 36” parallel to water lines.

Any monetary loss to Green Valley SUD resulting from modifications required of utility
equipment located within said Easements due to grade change or ground elevation alterations
shall be charged to the person or persons deemed responsible for said grade changes or ground
elevation alterations. Upon entering in and upon said Easement, the District will endeavor to
restore the land surface to a useable condition but is not obligated to restore it to a pre-existing
condition.

The Easement conveyed herein was obtained or improved through Federal financial assistance.
This Easement is subject to the provision of Title VI of the Civil Rights Act of 1964, and the
regulations issued pursuant thereto for so long as the Easement continues to be used for the same
or similar purpose for which financial assistance was extended or for so long as the Grantee
owns it, whichever is longer.

Owner
(This Easement Certificate is to be executed and notarized by Owner of property and affixed to

plat.)

GVSUD 200681
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Green Valley Special Utility District Water Service Feasibility Study — Woods of St. Claire
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+ Green Valley Special. Utility' District : * Water Service Feasibility Study’— Woods of St. Claire

1.0 General Overview ) - B ;
Green VaIIey SpeC|aI Ut|||ty DlStrICt (GVSUD) authorlzed R|ver C|ty Englneerlng, PLLC.
(RCE). to- prepare this Watér Service Fea5|b|I|ty Study for.the proposed development
named Woods of St. C|a|re by Verbal Authorlzatlon on July 31,.2015.

RCE reviewed the potential impact for. GVSUD to prowde domestic potable water service
to the above. referenced development. . This’ study reviéws the proposed land use
assumptions (LUA)-which defines the intended use of the proposed development. .This
LUA is used to determine the proposed developments requested domestic potable water
usage or volume. RCE compares GVSUD's existing available water rights inventory to'the
proposed development’s wateér demand request. This comparison insures the proposed
development is aligned with GVSUD’s long-term planning goals. RCE then assesses how
the‘proposed development would impact GVSUD infrastructure and what improvements
and “associated costs would be required to deliver:the proposed development their
domestic potable water demand request. In addition'to domestic potable water service,

RCE. reviews any infrastructure improvements necessaty. to provide the proposed
.development additional emergency water. services, as requested by the applicant:- The
proposed infrastructure improvements are shown on Exhibit 1 - Proposed Development
Vicinity Map. Finally, RCE recommends condition items’ for GVSUD management and
Board of Directors consideration.. The purpose of this-Water Service Feasibility.Study is
to adwse GVSUD management on the potential positive and negative-impacts that this
non-standard service request could have on GVSUD’s current and-future'public water
system. The Water Service Feasibility Study may bé used as a toolbox of negotiation
items that can,be reviewed, discussed, and agreed between GVSUD and the proposed
‘development. The final approval of any GVSUD domestic potable water sérvice contract
with any proposed development shall be through compllance with GVSUD tarlff and-by
vote of the GVSUD Board of Directors. “

2.0 ‘Land Use Assumptions (LUA)» S ;

+ The proposed development is located along FM: 465 approximately 0. 59 miles “south of
the .city of Marion. The intended Land Use Assumption (LUA) fér this proposed
development-is zoned" Residential. This 237 acre proposed phased’ development will
contain 105 5/8 x 3/4 -inch water meters for Residential use, equating to 105 build-out
Equivalent Dwelling Umts (EDU). For planning ‘purposes the ‘GVSUD Board of
Directors and management typically use: 0:4‘acre-feet/year as a conservative measure of
annual water use to estimate future usé of planned developments. Therefore,”the
proposed development is requesting a non-standard water service contract for GVSUD to
‘supply 42 acre-feet of domestic potable water per year !

- 3 L

River City Engineering, PLIT'C ‘ - .2,
; GVSUD 200684
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Green Valley Special Utility District Water Service Feasibility Study — Woods of St. Claire

Water Availability

Based on the computation of the annual projected water use divided by 357 gallons per
EDU per day the developer has requested 105 - 5/8 x 3/4 -inch metered services for
Residential at final build out of the proposed development. The annual water usage
equates to approximately 14 million gallons. RCE and GVSUD use the conservative value
of 0.4 acre-feet/connection for planning purposes in this report. GVSUD currently has an
adequate supply of available water to provide the proposed development as stated in the
non-standard water service application. To aid in GVSUD’s long term plans, RCE
recommends the proposed development take advantage of water conservation design
responsibilities to reduce the proposed development’s water demand. Such design
responsibilities like reduction of irrigation demand, and conservation designs (example:
drought hardy grass and efficient water fixtures) can further reduce the proposed
development's water demand request and look more attractive for a GVSUD non-standard
water service agreement.

To summarize GVSUD’s water availability situation, currently GVSUD has sufficient
domestic potable water to supply this proposed development. From RCE’s analysis, it is
reasonable to conclude that GVSUD can be assured it can provide long-term continuous
and adequate retail public water utility service to this proposed non-standard service
request.

3.0 Impact to Existing Domestic Potable Water Infrastructure

Impact to Wagner Booster Pump Station

The proposed development shall be serviced with available water from the District's
Wholesale water provider from the Wagner Booster Pump Station. The proposed
development would not require any modifications to the existing site infrastructure for
adequate Domestic Potable Water Service.

Impact to Existing Distribution System

There is an existing GVSUD water distribution pipe of 12-inch diameter in the vicinity of
the proposed development. The 12-inch water main is located on the east side of Santa
Clara Road adjacent to this development. This waterline currently provides Domestic
Potable Water service to local connections. The developer will be required to construct a
12-inch water main from Santa Clara Road to supply the development. GVSUD shall be
responsible for construction of subsequent 12-inch waterlines for future growth as shown
in Exhibit 1.

The topography as provided by the Guadalupe County contours shows the highest area
of the development at the 630 MSL contour. With Wagner Pump Station hydraulic
pressure plane being at 880 feet, the District can serve the proposed 237 acre

River City Engineering, PLLC 3
GVSUD 200685
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Green Valley Special Utility District Water Service Feasibility Study — Woods of St. Claire

development from the existing pressure available. Due to the approximate maximum 280
feet of head (121 psi) at the lowest point and minimum 250 feet of head (108 psi) at the
highest point in the tract, the pressure within the development will-be* adequate for
domestic use. The potablé water service pressure requested typically is in the 35-70 psi
range, therefore the developer may opt to instali pressure reducing valves at their service
to Iower pressure

¥

Imgact to Existing Water Storage

The water demand required for the proposed development shall be delivered from the
ground storage tariks’ at the Wagner Booster Pump Station with the existing 4 million
gallon volume tanks. The ground storage tank located at Wagneér Booster Pump Station
will not require any improvements to accommodate the domestic potable water. demand
request for the proposed development. The current pressure plane provides compliance
with TCEQ minimums for pumping capacity, ground storage-and elevated or hydro-
pneumatic storage. GVSUD is planning eIevated storage for this service area as part of
the priority Capital Improvement Projects. R 3

el

4.0 Additional Eniergency Water Servnces ,

Additional emergency water services were requested at arate of 500 gpm to'meet fireflow
demands for the site. With the proposed improvements discussed in “Section 3.0 the
District will be able to provide the required flow demands without reservatlon

5.0 Estlmated Costs: ) ‘

-

Table 6.1 summarizes the expected” costs to thé proposed development required for

GVSUD to confidently provide domestic potable water service to'the proposed
development The internal piping will be designed, modeled and constructed. by the
developer once approved by GVSUD. Once released for service all internal piping shall be
dedicated to GVSUD for operatlon and maintenance. The water impact fees are shown in
the table, these are due at time of- meter. request.

¥ €

N . ', Table 6.1: Water Fees

WATER’

CONNECTION. 4
- ACQUISTION FEE IMPACT-FEE | TOTAL EDUs TeTAL cosT
$1,500 $925 '$2,600 105 $527,625 -

The Developer will be responsible for the cost associated with the installation of a 12-
inch PVC .water distribution main and associated &ppurtenances through the
development. GVSUD shall be responsible for the cost associated with the installation of
12-inch lines to tie the development irito the existing water system as shown iri Exhibit
1. A cost estimate is available for review in Attachment 2.

River City Engineering, PLLC , : . 4
' 'GVSUD 200686
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Green Valley Special Utility District Water Service Feasibility Study — Woods of St. Claire

6.0 Conclusion and Recommendations

In our engineering opinion, the GVSUD’s domestic potable water system is capable of
serving this proposed development with potable domestic water service provided that the
conditions outlined in this report are met by the proposed development.

The following condition items are provided for GVSUD’s consideration:

1.

Infrastructure improvements associated with installation of 12-inch PVC distribution
main and appurtenances to provide service to the proposed development. All waterline
easements shall be 20 foot in width and dedicated to GVSUD in the plat for the
property.

The proposed development complies with GVSUD’s tariff requirements and pays all
applicable fees.

. Attachment 2 provides the required easement certification for platting and GVSUD

water service, to be included on the plat documents.

GVSUD shall approve the location and material type for piping and all appurtenances
prior to construction and final acceptance of the project in accordance with GVSUD
standard waterline specifications at time of preliminary and final platting. Electrical,
telephone and wastewater conflicts shall be minimized. A GVSUD inspector will be
present during installation of waterline improvements.

Upon construction completion and GVSUD acceptance, all system improvements shall
be dedicated to and maintained by GVSUD. The contractor must warranty all
construction for a minimum of one year. All system improvements that are not
prepared by GVSUD must be submitted to GVSUD for review and approval prior to
construction.

A cost estimate of anticipated impact fees has been provided. Impact fees will be due
at the time of service request, not at time of platting.

This water service feasibility study is subject to the approval and/or modification by the
GVSUD Board of Directors after consideration of the information provided herein and the
application of the policies of GVSUD. Thank you for the opportunity to prepare this water
service feasibility study. If you have any questions, please do not hesitate to contact
River City Engineering at (830) 626-3588.

Sincerely,

Garry D. Montgomery, P.E.
River City Engineering, PLLC.

River City Engineering, PLLC 5
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Green Valley *Special Utility District " -Water Service Feasibility Study — Woods of St. Claire

| Exhibit 1 |
_(Proposed Improvements)

River City Engineering, PLLC ' 6 .
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Green Valley Special Utility District Water Service Feasibility Study — Woods of St. Claire

.

. Exhibit2
(Development Detail)

H

River City Engineering, PLLC : ,L 8
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Green Valley Special Ut}lity District Water Service Feasibility Study — Woods of St. Claire

Attachment 1 ‘,
- (Easement Certification)
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Green Valley Special Utility District Water Service Feasibility Study — Woods of St. Claire

GREEN VALLEY SPECIAL UTILITY DISTRICT CERTIFICATE

This land development plat has been submitted to and approved by Green Valley Special Utility
District for Easements. Upon request of the Customer and payment of the required fees, the
District will provide domestic water service to each lot in this Subdivision, by Agreement with
the Developer.

Agent
Green Valley Special Utility District

EASEMENT CERTIFICATE

The Owner of the land shown on this plat and whose name is subscribed hereto, in person or
through a duly authorized agent, dedicates to the Green Valley Special Utility District of Marion,
Texas, its successors and assigns, a perpetual Easement with the right to erect, construct, install
and lay over and across those areas marked as “Waterline Easement” and in all streets and
byways, such pipelines, service lines, water meters and other water system appurtenances as it
requires, together with the right of ingress and egress, the right to remove from said lands all
trees, shrubs, grasses, pavements, fences, structures, improvements, or other obstructions which
may interfere with the facility or the access thereto. It is agreed and understood that no building,
concrete slab or walls will be placed within said Easement areas. No other utility lines may be
located within 36” parallel to water lines.

Any monetary loss to Green Valley SUD resulting from modifications required of utility
equipment located within said Easements due to grade change or ground elevation alterations
shall be charged to the person or persons deemed responsible for said grade changes or ground
elevation alterations. Upon entering in and upon said Easement, the District will endeavor to
restore the land surface to a useable condition but is not obligated to restore it to a pre-existing
condition.

The Easement conveyed herein was obtained or improved through Federal financial assistance.
This Easement is subject to the provision of Title VI of the Civil Rights Act of 1964, and the
regulations issued pursuant thereto for so long as the Easement continues to be used for the same
or similar purpose for which financial assistance was extended or for so long as the Grantee
owns it, whichever is longer.

Owner
(This Easement Certificate is to be executed and notarized by Owner of property and affixed to
plat.)

River City Engineering, PLLC 11
GVSUD 200693
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Green Valley SUD

Woods of St. Claire Development
Engineer's Opinion of Probable Cost

ITEM DESCRIPTION UNIT| QUANTITY | UNIT PRICE TOTAL COST
1 Site Preparation AC 1.57 | $2,500.00 $3,925.00
2 Revegetation (Hydromulch) AC 157 | $2,000.00 $3,140.00
3 Erosion Control Measures (Silt Fence & Matting) LS 1| $2,000.00 $2,000.00
4 Environmental Protection/Storm Water Pollution Prevention LS 1] $1,500.00 $1,500.00
5 Traffic Control, Signs & Barricades LS 1] $1,500.00 $1,500.00
6 Trench Excavation Safety Protection LF 3,416 $1.00 $3,416.00
7 12" C-909 PVC Waterline by Bore in 24" Steel Casing LF 90 $400.00 $36,000.00
8 12" C-909 PVC Waterline by Open Cut LF 3,416 $45.00 $153,720.00
9 Fire Hydrant Assembly EA 51 $4,500.00 $22,500.00
10 2" Blow-off Temporary EA 2| $2,500.00 $5,000.00
11 12" Gate Valve EA 4| $3,500.00 $14,000.00
12 Testing & Disinfection LF 3,416 $0.75 $2,562.00
14 |[Pipe Fittings TON 1.00 { $7,500.00 $7,500.00
15 8" to 12" Upsize LF 7,564 $5.00 $37,820.00
TOTAL CONSTRUCTION ITEMS $294,583.00
Bonds & Insurance 7% $20,621.00
Contingencies 10% $29,458.00
TOTAL CONSTRUCTION COSTS $344,662.00
Easement Acquisition LS S 4,500.00
Engineering/Survey/Construction Admin 12% $41,359.00
TOTAL COSTS $390,521.00
13 Page 682
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ORDINANCE # 11-2014
" £

"AN ORDINANCE OF THE CITY OF MARION, TEXAS AMENDING ORDINANCE
5-2013 TO ESTABLISH THE SEWER RATES FOR FISCAL YEAR 2015 FOR
RESIDENTIAL AND COMMERCIAL CUSTOMERS IN THE CITY OF MARION,
TEXAS; PROVIDING SEWER RATES FOR RESIDENTIAL AND COMMERICAL
CUSTOMERS OUTSIDE THE CITY LIMITS OF THE CITY OF MARION, TEXAS;
PROVIDING FOR THE PUBLICATION OF THIS ORDINANCE; AND PROVIDING
FOR THE EFFECTIVE DATE.

€

BE IT ORDAINED BY THE CITY COUNCIL OF THE CITY OF MARION,
GUADALUPE COUNTY, TEXAS: .

SEWER RATES.
A. Residential Customers in and out of the City of Marion, Texas.
: 1. There is a fixed rate of $31.00 per month for the residential customer in the-
City of Marion, Texas for 0 to 3,000 gallons of water as determined by averaging
the monthly water consumption for the preceding December, January, and
February; and ‘
2.. There is a fixed rate of $18.00 per month for the residéntial customer in the City

of Marion, Texas for 3,001gallons and plus gallons, in‘ addition to the fixed rate .

charge a $4 85 (four dollars and eighty-five cents) charge per each 1,000 gallons
or portion thereof, of water consumed based upon the average monthly watet
consumption for the preceding December,'J anuary, and February. This additional
chargé will be a fixed additional monthly charge effective from the first day of
March each year until the last day of February the following year, at which time a
new fixed monthly rate will be implemented, determined by averaging the
monthly consumption rate of gallons of water used the preceding December,-
January, and February

B. Commercial Customers in and out of the City of Marion, Texas.

1. There is a fixed rate of $31.00 per month for the commercial customer in the C1ty
of Marion, Texas for up to 0 to"3000 gallons of water used bythe commercial
customer in the City of Marion, Texas; and

2. There is a fixed rate of $18.00 per month for the commercial customer in the City
of Marion, Texas for 3,001 gallons and plus gallons, in addition to the fixed rate
charge, a $5.10 (five dollars and ten cents) charge per each 1000 gallons, or
portion charge per each 1000 gallons, or portion thereof, of water over and above
the 3,001 plus gallons used per month by the commercial customer in the City of:
Marion, Texas.

THIS ORDINANCE is to be an effective ‘ordinance for the March sewer service, which
will be billed October 1, 2014,

GVSUD 200696
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A COPY OF THIS ORDINANCE or an appropriate caption thereof, is to be published in
the official newspaper of the City of Marion, Texas, as provided by the law of the State
of Texas.

THIS ORDINANCE will be an effective ordinance ten days after its passage and
approval by the City Council of the City of Marion, Texas.

PASSED AND ADOPTED BY THE CITY COUNCIL OF THE CITY OF MARION,
TEXAS, on the 15" day of September 2014, A.D.

GLENN A. ILD
MAYOR

ATTEST:

City Sec.retary

GVSUD 200697
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City of Schertz
Schedule of Fees

|Sewer Rates | 2015-16}
Residential Rates (Single Family)

Base Rate-per month $ 9.22
Per 1,000 gal Charge, Per Month

City line Maintenance fee plus Franchise fee $ 0.36
User Charge based on 100% of avg consumption mo. $ 3.15
User avg. based on Nov, Dec, and Jan, min. 500 gals.

Per 1,000 gal charge Total- 12,000 gallons or less $ 3.51
greater than 12,000 gallons $ 6.95
Business and Multi-family Dwelling Units:

Base Rate per month $ 11.69
The base rate shall be assessed in terms of connection equivalents

which shall be as follows: the customer's previous 12 month water

consumption as determined at the annual re-rating in February

divided by 365, with the results of such division then

divided by 245 gallons. The figure arrived at by the second

division shall be the customer's "connection equivalent”. Each

business shall be assessed a base rate.

Per 1,000 gal Charge, Per Month

Line Maintenance-Commercial/Industrial users plus Franchise fee $ 045
User Charge-based on 100% of water consumed $ 3.15
Per 1,000 gal charge Total- 12,000 gallons or less $ 3.60
greater than 12,000 gallons $ 7.02
Public Schools

Base Rate per month

Base Rate-each public school shall be assessed a $ 11.69
base rate per connection equivalent determined as

in Business and Multi-family dwelling units above. (per month)

Per 1,000 gal Charge, Per Month

Line Maintenance-Commercial/Industrial users $ 045
User Charge-based on 100% of all water consumed $ 3.15
Per 1,000 gal charge Total- 12,000 gallons or less $ 3.60
greater than 12,000 gallons $ 7.02
For Information Purposes Only:

Cibolo Creek Municipal Authority (CCMA), Per 1,000 gallons $ 3.15

includes 5% franchise fee

GVSUD 200699
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Fiscal Year 2016 Budget D
P - 0 - W..\‘h"&é‘i‘ﬁ‘"ﬁ L58s ,.h
Mlowing solutions™ T30 R

"o

Rates and Rate Structures

Unit of -%, “Effective
Measure _Change  Date

'WESTERN-CANYON DIVISION (cont.) 2014'Actual 2015 Actual 2016 Budget

Wastewater Treatment Plant - Common Rates:

Reconnection Fee: Wastewater " $500.00 $500.00 $500.00 connection - Sep 01
Customer Re-Inspection Fee - $100.00 . $100.00 $100.00 inspection =~ - Sep 01
Transfer Fee $40.00 $40.00 $40.00 transfer - Sep 01
Tampering Fee $70.00 $70.00 $70.00 +damages - Sep 01
NSF Fee -~ ) $25.00 $25.00 - $25.00 occurrence - Sep 01
Late Charge Penalty . 5% 5% 5% mthly fee - Sep 01
Cordillera WWTP:
Wastewater — Connection Fees $1,550.00 $1,550.00 $1,550.00. connecton -  Oct01
+ Grinder Pump : pump @ cost  pump @ cost pump @ cost ‘
Wastewater — Monthly Fees $61.00 $64.00 $64.00 LUE - Oct 01
Johnson Ranch WWTP:
Wastewater — Connection Fees $550.00 $550.00 $550.00 connection - Oct 01
Wastewater — Monthly Fees ‘ ] $45.00 $45.00 $45.00 LUE - Oct 01
CALHOUN COUNTY RWS DIVISION 2014 Actual  2015:Actual 2016 Budget e % ETeche
Reconnect Fee/Trip Charge $70.00 $70.00 ~$70.00 connection - Sep 01
Call Out Trip Charge $180.00 $250.00 $250.00 occurrence - Sep 01
Transfer Fee $40.00 $40.00 $40.00  transfer - Sep 01
Tampering Fee . $70.00 $70.00 $70.00 +damages - Sep 01
Private Hand Valve Installation ™ . $140.00 $200.00 $200.00 minimum - Sep 01
NSF Fee ’ $25.00~ $25.00 $25.00 occurrence - Sep 01
ACH Fee: individual bank draft at customers request $25.00 $25.00 $25.00 occurrence - Sep 01
Late Charge Penalty o 5% 5% 5% mthly fee - Sep 01

Rural Water Distribution System:
1. 5/8” Meter: ' '

Tap Fees - New Connection, plus membership fee $1,000.00 $1,000.00 $1,000.00 connection - Oct 01
Tap Fees - Existing Connection, plus membership fee $320.00 _ $355.00 $355.00 connection - Oct 01
Membership Fees ~ $1,200.00 $1,200.00 $1,200.00 connection - Oct 01
Base Rate up to 2,000 gal. . $36.00 $36.00 $40.00  month 11%  Oct01
Block Rate over 2,000 gal. (base ratetusage) $5.05 $5.05 $6.05 1,000gal. 20% Oct01
Dry Tap Rate $35.00 $35.00 $39.00  month 11%  Oct 01
2. % Meter:
Tap Fees - New Connection, plus membership fee $1,000.00 $1,000.00 $1,000.00 connection - Oct 01
Tap Fees - Existing Connection, plus membeiship fee $345.00_ $385.00 $385.00 connection - Oct 01
Membership Fees . $2,300.00 $2,300.00 $2,300.00 connection - Oct 01
Base Rate up to 3,000 gal. $54.00 $54.00 . $60.00 month 11% OctO01
Block Rate over 3,000 gal. (base rate+tusage) $5.05 - $5.05 $6.05 1,000gal. 20% Oct01
Dry Tap Rate ’ , $53.00 $53.00 $59.00  month  11%  OctO1
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DEFINITIONS

s

UNIFORM STANDARDS OF PROFESSIONAL APPRAISAL PRACTICE.

as promulgated by the -
. Appraisal Standards Board of
The Appraisal Foundation

DEFINITIONS
For the purpose of the Uniform Standards of Professional Apprazsal Practice’ (USPAP), the followmg
‘definitions apply:- t . "

APPRAISAL: (noun) the act or process of developing an opinion of value; an opinion of value.
(adjective) of or pertaining to appraising and related functions such as appraisal practice or-
appraisal services.

Comment: An appraisal must be numerically expressed as a specific afnount, as a range of
* numbers, or as a relationship (e.g., not more than, not less than) to a previous value opinion or
numerical benchmark (e.g., assessed value, collateral value).
APPRAISAL PRACTICE: valuation services performed by an individual acting as an appraiser, including but
not limited to appraisal and appraisal review.

Comment: Appraisal practice is provided only by appraisers, while valuation services are
provided by a variety of professionals and others. The terms appraisal and appraisal review
are intentionally generic and are not mutually exclusive. For example, an opinion of value
may be required as part of an appraisal review assignment. The use of other nomenclature for
an appraisal or appraisal review assignment (e.g., analysis, counselmg, evaluation, study,
submission, or valuation) does not excmpt an appraiser from adherence to the Uniform
Standards of Professional Appraisal Practice.'

APPRAISAL REVIEW: the act or process of developing and communicatiné an opinion about the quality of
another appraiser’s work that was performed as part of an appraisal or appraisal review assignment.

Comment: The subject of .an appraisal review assignment may "be all or part of a report,
workfile, or a combination of these.

APPRAISER:_ one whois expected to perform valuation services competently and “in "a manner that’is
independent, impartial, and objective: . - -
Comment: Such expectationsoccurs when individuals, either by choice or by requirement
.placed upon them or upon the service they provide by law, regulation, or agreement with the

client or intended users, represent that they comply.’

APPRAISER’S PEERS: other appraisers who have expertise and competency in a similar type of assignment.

;AS_SIGNMENT: 1) An agreerpenf’bctween an appraiser,and_a client 16 provide a valuation sérvice; 2) the
valuation service that is provided as a consequence of such an agreement.

Al -
ASSIGNMENT RESULTS: An appraiser’s opinions or conclusions developed specific to ‘an assignment”

. 4

' See Advisory Opimon 21, USPAP Comphance.

*  Sec PREAMBLE and Advisory Opion 21, USPAP Compliance.

3

See Confidentiality section of the ETHICS RULE.

USPAP 2016-2017 Edition 1
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PREAMBLE

PREAMBLE

The purpose of the Uniform Standards of Professional Appraisal Practice (USPAP) is to promote and maintain
a high level of public trust in appraisal practice by establishing requirements for appraisers. It is essential that
appraisers develop and communicate their analyses, opinions, and conclusions to intended users of their
services in a manner that is meaningful and not misleading.

The Appraisal Standards Board promulgates USPAP for both appraisers and users of appraisal services. The
appraiser’s responsibility is to protect the overall public trust and it is the importance of the role of the appraiser
that places ethical obligations on those who serve in this capacity. USPAP reflects the current standards of the
appraisal profession,

USPAP addresses the ethical and performance obligations of appraisers through DEFINITIONS, Rules,
Standards, Standards Rules, and Statements.

s The DEFINITIONS establish the application of certain terminology in USPAP.
e The ETHICS RULE sets forth the requircments for integrity, impartiality, objectivity,
independent judgment, and ethical conduct.
e The RECORD KEEPING RULE establishes the workfile requirements for appraisal and
appraisal review assignments.
e The COMPETENCY RULE presents pre-assignment and assignment conditions for
knowledge and experience.
e The SCOPE OF WORK RULE presents obligations related to problem identification,
research, and analyses.
e The JURISDICTIONAL EXCEPTION RULE preserves the balance of USPAP if a portion is
contrary to law or public policy of ajurisdiction.
» The Standards establish the requirements for appraisal and appraisal review and the manner in
which each is communicated.
- STANDARDS 1 and 2 establish requirements for the development and communication of
a real property appraisal.
- STANDARD 3 establishes requirements for the development and communication of an
appraisal review.
- (Note: STANDARDS 4 and 5 have been retired).
- STANDARD 6 establishes requirements for the development and communication of a
mass appraisal.
- STANDARDS 7 and 8 establish requirements for the development and communication of
a personal property appraisal,
- STANDARDS 9 and 10 establish requirements for the development and communication
of a business or intangible asset appraisal.
There are currently no active Statements on Appraisal Standards.
Comments are an integral part of USPAP and have the same weight as the component they
address. These extensions of the DEFINITIONS, Rules, and Standards Rules provide
interpretation and establish the context and conditions for application.

When Do USPAP Rules and Standards Apply?

USPAP does not establish who or which assignments must comply. Neither The Appraisal Foundation nor its
Appraisal Standards Board is a government entity with the power to make, judge, or enforce law. An appraiser
must comply with USPAP when either the service or the appraiser is required by law, regulation, or agreement
with the client or intended user. Individuals may also choose to comply with USPAP any time that individual is
performing the service as an appraiser. In order to comply with USPAP, an appraiser must meet the following
obligations:

6 USPAP 2016-2017 Edition
©The Appraisal Foundation
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PREAMBLE .

187 »  An appraiser must act competently and in a manner that is independent, impartial, and
188 objective. ‘
189 e An appraisér must comply with the ETHICS RULE in all aspects of appraisal ﬁractice.
190 e An appraiser must maintain the data, information and analysis necessary to support his or
191 : her opihions for appraisal and appraisdl review assignments in accordance with the
192 RECORD KEEPING RULE:
193 . e  An appraiser must comply with the COMPETENCY RULE and the JURISDICTIONAL
194 *  EXCEPTION RULE for all assignments.
195 e  When anqappraiser provides an opinion of value in an assjgnment, the appraiser must also
196 comply with the SCOPE OF WORK RULE, the RECORD KEEPING RULE, the
197 applicable development and reporting Standards and applicable Statements.
198 e When an appraiser provides an opinion about the quality of another appraiser’s work that
199 was performed as part of an appraisal or appraisal review assignment, the appraiser must
200 also comply with the SCOPE OF WORK RULE, the RECORD KEEPING RULE,
201 applicable portions of STANDARD 3 and applicable Statements.
202 e When preparing an appraisal or appraisal - review that is a component of a larger
203 assignment with additional opinions, conclusions, or recommendations, the appraisal or
204 appraisal Teview component must comply with the applicable development and reporting
205 Standards and applicable Statements, and the remaining component of the assignment
206 must comply with the ETHICS RULE, the COMPETENCY RULE, and the
207 JURISDICTIONAL EXCEPTION RULE. ’ .
]
A ]
USPAP 2016-2017 Edition 7
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ETHICS RULE

ETHICS RULE

An appraiser must promote and preserve the public trust inherent in appraisal practice by observing the
highest standards of professional ethics.

An appraiser must comply with USPAP when obligated by law or regulation, or by agreement with the
client or intended users. In addition to these requirements, an individual should comply any time that
individual represents that he or she is performing the service as an appraiser.

Comment: This Rule specifies the personal obligations and responsibilities of the individual
appraiser. An individual appraiser employed by a group or organization that conducts itself in a
manner that does not conform to USPAP should take steps that are appropriate under the
circumstances to ensure compliance with USPAP.

This ETHICS RULE is divided into three sections: Conduct, Management. and Confidentiality
which apply to all appraisal practice.

Conduct:

An appraiser must perform assignments with impartiality, objectivity, and independence, and without
accommodation of personal interests.

An appraiser:

must not perform an assignment with bias;
must not advocate the cause or interest of any party or issue;

must not accept an assignment that includes the reporting of predetermined opinions and
conclusions;

must not misrepresent his or her role when providing valuation services that are outside of
appraisal practice;"!

must not communicate assignment results with the intent to mislead or to defraud;

must not use or communicate a report that is known by the appraiser to be misleading or
fraudulent;

must not knowingly permit an employee or other person to communicate a misleading or
fraudulent report;

must not use or rely on unsupported conclusions relating to characteristics such as race, color,
religion, national origin, gender, marital status, familial status, age, receipt of public assistance
income, handicap, or an unsupported conclusion that homogeneity of such characteristics is
necessary to maximize value;

must not engage in criminal conduct;
must not willfully or knowingly violate the requirements of the RECORD KEEPING RULE; and

must not perform an assignment in a grossly negligent manner.

Comment: Development standards (1-1, 3-1, 6-1, 7-1 and 9-1) address the requirement that
“an appraiser must not render appraisal services in a careless or negligent manner.” The
above requirement deals with an appraiser being grossly negligent in performing an
assignment which would be a violation of the Conduct section of the ETHICS RULE.

"' See Advisory Opinion 21, USPAP Compiiance.

8
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_ ETHICS RULE

If known prior to accepting an assignment, and/or if discovered at any time during the assignment, an
» appraiser must disclose to the client, and in each subsequent report certification:

any current or prospective interest in the subject property or parties involved; and
Y ) -

any services regarding the subjéct property performed by the appraiser within the three year
period immediately preceding acceptance of the assignment, as an dppraiser or in any o(her
capacity.

Comment: bisclosing the fact that the appraiser has previously appraised the property is permitted
except in the case when'an appraiser has agreed with the client to keep the mere occurrence of a
prior. ass1gnmcnt confidential. If an appraiser has agreed with a client not to disclose that he or she .
has appralscd a property, the appraiser must decline all subeequcnt assignments that fall within the
three year period.

In assignments in which there is no appraisal or appraisal review report, only the initial disclosure
to the client is required.

Management: . -

»

An appraiser must disclose that he or she paid a fee or commission, or gave a thing of value in connection
with the procurement of an assignment.

Comment: The disclosure must appear in the certification and in any 1ransm11tal letter in which
conclusions are stated; however, ‘disclosure of the amount paid is not required. In groups or
organizations engaged in appraisal practice, intra-company payments to employees for business
development do not require disclosure.

An appralser must not accept an assignment, or have a compensatlon arrangement for an assignment,
that is contingent on any of the following: .

1
2
3.
4
5

the reporting of a predetermined result (e.g., opinion of value);

a direction in assignment results that favors the'cause of the client;

the fmf:imt of a value opinion;

the attainment of a stipulated result (e.g., that the loan closes, or taxes are reduced); or

the occurrence of a subsequent event directly related to the appraiser’s opinions and specific to
the assignment’s purpose.

An appraiser must not advertise for or solicit as§ignments in a manner that is false,’ misleiding, or
exaggerated.

An appraiser must affix, or authorize the use of, his or her signature to certify recognition and
acceptance ‘of his or her USPAP responsibilities in an appraisal or appraisal review assignment (see
Standards Rules 2-3, 3-6, 6-9, 8-3, and 10-3). -An appraiser may authorize the use of his or her signature
only on an assignment-by-assignment basis.

r

An appraiser must not affix the signatu;e of another appraiser without his oi_' her consent.

Comment: An appraiser must exercise due care t6 prevent unauthorized use of his or her signature.
An appraiser exercising such care is not responsible’for unauthorized use of his or her signaturé.

Y

USPAP 2016-2017 Edition ) 9
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ETHICS RULE

Confidentiality:

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

An appraiser must act in good faith with regard to the legitimate interests of the client in the use of
confidential information and in the communication of assignment results.

An appraiser must be aware of, and comply with, all confidentiality and privacy laws and regulations
applicable in an assignment.”

An appraiser must not disclose: (1) confidential information; or (2) assignment results to anyone other
than:

o the client;

s parties specifically authorized by the client;

e state appraiser regulatory agencies;

o third parties as may be authorized by due process of law; or

e a duly authorized professional peer review committee except when such disclosure to a

commiittee would violate applicable law or regulation.

An appraiser must take reasonable steps to safeguard access to confidential information and assignment
results by unauthorized individuals, whether such information or results are in physical or electronic
form.

An appraiser must ensure that employees, co-workers, sub-contractors, or others who may have access to
confidential information or assignment results, are aware of the prohibitions on disclosure of such
information or resuits.

A member of a duly authorized professional peer review committee must not disclose confidential
information presented to the committee.

Comment: When all confidential elements of confidential information and assignment results
are removed through redaction or the process of aggregation, client authorization is not
required for the disclosure of the remaining information, as modified.

Sec Advisory Opinton 27, Appraising the Same Property for a New Client.

For example, pursuant to the passage of the Gramm-Leach-Bliley Act 1 November 1999, some public agencies have adopted privacy
regulations that affect appraisers. The Federal Trade Commission (FTC) 1ssued two rules. The first rule (16 CFR 313) focuses on the
protection of “non-public personal information™ provided by consumers to those involved o financial activities “found to be closely
related to banking or usual iz connection with the transaction of banking ™ These activities include “appraising real or personal
property ” See GLB-Privacy The sccond rule (16 CFR 314) requires appraisers to safeguard customer non-public personal information
See GLB-Safeguards-Rule. Significant Jiability exists for appraisers should they fail to comply with these FTC rules.

10 USPAP 2016-2017 Edition
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JURISDICTIONAL EXCEPTION RULE

JURISDICTIONAL EXCEPTION RULE . . - :

If any applicablé law or regulatlon precludes compliance with 'any part of USPAP only that part of

USPAP becomes void for that assignment. : 4
Comment: When compliance wilh USPAP is required by federal law or regulation, no part of

~ USPAP can be voided by & law or regulation of a state or local jurisdiction. ;

5

In an assighment involving a jurisdictional exception,an appraiser must:

1. identify the law or regulz;tion that precludes compliance with USPAP;

2. comply with that law or regulation;

3. clearly and conspicuously disclose in the report the part of USPAP that is voided by that law
or regulation; and

3

4. cite in the report the law or regulation requiring this exception to USPAP compliance.

e b e i am

Comment: The JURISDICTIONAL EXCEPTION RULE provides a saving or severability
~ clause intended to preserve the balance of USPAP if compliance with one or more of its parts
is precluded by the law or rcgulatlon of a jurisdiction.-,When an appraiser properly follows
this Rule in disregarding a part of USPAP, there is no violation of USPAP.. . }
,Law | mcludcs constitutions, lcglslatxve and court-made law, and admmlstranve rules and
ord;nances Regulatlons include “rules _or orders having legal force, issued by an
administrative agency. Instructions from a Cclient or attorney do not establish a ]unsdlctlona]
exception. ) . . :

: »

.

e ot s st ek e wy e
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STANDARD 1

STANDARD I: REAL PROPERTY APPRAISAL, DEVELOPMENT

In developing a real property appraisal, an appraiser must identify the problem to be solved, determine
the scope of work necessary to solve the problem, and correctly complete research and analyses necessary
to produce a credible appraisal.

Comment: STANDARD 1 is directed toward the substantive aspects of developing a credible
appraisal of real property. The requirements set forth in STANDARD 1 follow the appraisal
development 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:

@)

(b)

()

be aware of, understand, and correctly employ these recognized methods and technigues that are
necessary to produce a credible appraisal;

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

not commit a substantial error of omission or commission that significantly affects an appraisal;
and

Comment: An appraiser must use sufficient care to avoid errors that would significantly affect
his or her opinions and conclusions. Diligence is required to identify and analyze the factors,
conditions, data, and other information that would have a significant effect on the credibility
of the assignment results.

not render appraisal services in a careless or negligent manner, such as by making a series of
errors that, although individually might not significantly affect the results of an appraisal, in the
aggregate affects the credibility of those results.

Comment: Perfection is impossible to attain, and competence does not require perfection.

However, an appraiser must not render appraisal services in a careless or negligent manner.
This Standards Rule requires an appraiser to use due diligence and due care.

Standards Rule 1-2

In developing a real property appraisal, an appraiser must:

USPAP 2016-2017 Edition 17
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514
515

516
517

518
519

520

522

523
524
525
526

527
528
529

530

531
532

533
534

535
536

537
538
539

540
541

" STANDARD 1 '

(a)  cidentify the client and other intended users;"*

.

o

(b) identify the intended use of the app"ra'iser’s opinions and conclusions; '’

Comment: An appraiser must not allow the intended use of an assignment or.a client’s
objectives to cause the assignment results to be biased. 18

(c) identify the ty?pe and definition of value, -and, if the value opinion to be developed is market
- value, ascertain whether the value is to be the most probable price:
@) in terms of cash; or
(ii) in terms of financial arrangements equivalent to cash; or
(iii) in other precisely defined terms; and"
. @iv) if the opinion of value is to be based on non-market financing or financing with unusual
) condmons or incentives, the terms of such financing must be clearly identified and the
appralser s opinion of their contributions to or negative influence on value must be
developed by analysis of relevant market data; -
Comment: When reasonable exposure time'is a component of the definition for the
value opinion being developed, the appraiser must also develop an opinion of
reasonable éxposuré time linked to that value opinion. '*
(d) identify the effective date of the appraisel:’s opinions and conclusions;?°
(e) identify the characteristics of the property that are relevant to the type and definition of value
and intended use of the appralsal * including:
) 4
(i) ) its locaEion and physical, legal, and economic attributes;
“ ¢
(ii) the real property interest to be valued; . .

(iii) any personal property, trade fixtures, or intangible items that are not real property but
“  areincluded in the appraisal; .
(iv)- any Known easements, restrictions, encumbrances, leases, reservations, covenants,
. contracts, declarations, special assessments, ordinances, or other items:of a similar
nature; and
w) -whether, the subject property is a fractional interest, physical segment, or partial
holding;

*

18

X - ‘ g
See Advisory Opinion 36, Identification and Disclosure of Client, Intended Use, and Intended Users.
See Advisory Opinion 36, Idermf‘ cation and Disclosure of Chent, Inlended Use, and Intended Users.
See Advisory Opmmon 19, Unacceptable Assignment Conditions in { Real Propern Appraisal Assignmenis
See Advisory Opinion 7, Marketing Time Opinions, and Advisory” Oplmon 35, Reasonable Exposure Time in Real and Personal
Property Opinions of Value.
See Advisory Opinion 34, Retrospective and Prospective Vax’ue Opinions.
See Advisory Opinion 2, Inspection of Subject Property, and Advisory Opinjon 23; Identifying the Relevant Characlerlstlcs of the
Subject Praperty of a Real Property Appraisal Assignment. .

.
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566
567

568
569

570

571

572
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574

STANDARD 1

Comment on (i}H{v): The information used by an appraiser to identify the property
characteristics must be from sources the appraiser reasonably believes are reliable.

An appraiser may use any combination of a property inspection and documents, such as a
physical legal description, address, map reference, copy of a survey or map, property sketch,
or photographs, to identify the relevant characteristics of the subject property.

When appraising proposed improvements, an appraiser must examine and have available for
future examination, plans, specifications, or other documentation sufficient to identify the
extent and character of the proposed improvements.?

Identification of the real property interest appraised can be based on a review of copies or
summaries of title descriptions or other documents that set forth any known encumbrances.

An appraiser is not required to value the whole when the subject of the appraisal is a
fractional interest, a physical segment, or a partial holding.

43 identify any extraordinary assumptions necessary in the assignment;
Comment: An extraordinary assumption may be used in an assignment only if:

it is required to properly develop credible opinions and conclusions;

the appraiser has a reasonable basis for the extraordinary assumption;

use of the extraordinary assumption results in a credible analysis; and

the appraiser complies with the disclosure requirements set forth in USPAP for
extraordinary assumptions.

(g identify any hypothetical conditions necessary in the assignment; and
Comment: A hypothetical condition may be used in an assignment only if*

e use of the hypothetical condition is clearly required for legal purposes, for purposes
of reasonable analysis, or for purposes of comparison;
use of the hypothetical condition results in a credible analysis; and
the appraiser complies with the disclosure requirements set forth in USPAP for
hypothetical conditions.

(h) determine the scope of work necessary to produce credible assignment results in accordance with
the SCOPE OF WORK RULE.”

Standards Rule 1-3
When necessary for credible assignment results in developing a market value opinion, an appraiser must:
() identify and analyze the effect on use and value of existing land use regulations, reasonably

probable modifications of such land use regulations, economic supply and demand, the physical
adaptability of the real estate, and market area trends; and

N

* See Advisory Opmion 17, Appraisals of Real Property with Proposed Improvements.
* See Advisory Opinton 28, Scope of Work Decision, Performance, and Disclosure, and Advisory Opinion 29, An Acceptable Scope of
Work
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STANDARD 1

-

575" Comment: An appraiser must avoid making an unsupported assumption or premise about
576 - market area trends, effective age, and remaining life.

%a
577 (b) develop an opinion of the highest and best use of the real estate.
578 Comment: An"appraiser must analyze the relevant legal, physical, and economic factors to the
579 * extent necessary to support the appraiser’s highest and best use conclusion(s).

580 Standards Rule 1-4

581 In developing a real property appraisal, an appraiser must collect, verify, and analyze all information
582 necessary for credible assignment results.  * - .

583 (@ When a sales comparison approach is necessary for credible assignment results, an appraiser
584 must analyze such comparable sales data as are available to indicate a value conclusion.
585  (b) When a cost approach is necessary for credible assignment results, an appraiser must:
586 (i) develop an opinion of site value by an appropriate appraisal method or tech;iique;
” + ¢ : “
’ X K §
587 , (i) analyze such comparable cost data as are available to estimate the cost new of the
588 improvements (if any); and
589 (iii) analyze sich comparable data as are available to estimate the difference between the
590 cost new and the present worth of the improvements (accrued depreciation).
591 (c) When an income approach is necessary for credible assignment results, an appraiser must:
592 : (i) analyze such comparable rental data as are available and/or the potential earnings
503" capacity of the property to estimate the gross income potential of the property;
B - E * i
594 (ii) analyze such comparable operating expense data-as are availablé to estimate the
595 operating expenses of the property;
596 (iii) ahalyze such comparable data as are available to estimate rates of capitalization and/or
597 ) rates of discount; and
598 “{iv) . base projections of future rent and/or income potential and expenses on reasonably clear
599 and appropriate evidence.™
600 Comment: In developing income and expense statements and cash flow projections,
601 an appraiser must weigh historical information-and trends, *current supply and
602 demand factors affecting such trends, and anticipated events such as competition
i 603 from developments under construction.
604 (d) When developing an opinién of the value of a leased fee estate or a leasehold estate, an appraiser
605" : must analyze the effect on value, if any, of the terms and conditions of the lease(s).
i
t
¢ ¥ See Advisory Opinion 33, Discounted Cash Flow Analysis.
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STANDARD 1

(e) When analyzing the assemblage of the various estates or component parts of a property, an
appraiser must analyze the effect on value, if any, of the assemblage. An appraiser must refrain
from valuing 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 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 value a part. The value of any such part must be tested by reference to
appropriate data and supported by an appropriate analysis of such data.

(3] When analyzing anticipated public or private improvements, located on or off the site, an
appraiser must analyze the effect on value, if any, of such anticipated improvements to the extent

they are reflected in market actions.*®

® When personal property, trade fixtures, or intangible items are included in the appraisal, the
appraiser must analyze the effect on value of such non-real property items.

Comment: When the scope of work includes an appraisal of personal property, trade fixtures

or intangible items, competency in personal property appraisal (see STANDARD 7) or
business appraisal (see STANDARD 9) is required.

Standards Rule 1-5

When the value opinion to be developed is market value, an appraiser must, if such information is
available to the appraiser in the normal course of business:**

(a) analyze all agreements of sale, options, and listings of the subject property current as of the
effective date of the appraisal; and

(b) analyze all sales of the subject property that occurred within the three (3) years prior to the
effective date of the appraisal.”’

Comment: See the Comments to Standards Rules 2-2(a)(viii) and 2-2(b)(viii) for
corresponding reporting requirements relating to the availability and relevance of information.

Standards Rule 1-6

In developing a real property appraisal, an appraiser must:

(a) reconcile the quality and quantity of data available and analyzed within the approaches used;
and
(b) reconcile the applicability and relevance of the approaches, methods and techniques used to

arrive at the value conclusion(s).

» See Advisory Opinion 17, Appraisals of Real Property with Proposed Improvements
*  See Advisory Opinion 24, Normal Course of Business.

27

See Advisory Opinion 1, Sales History
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STANDARD 2 . .

640  STANDARD 2: REAL PROPERTY APPRAfSAL, REPORTING .

641  In reporting the results of a real property appraisal, an appraiser must communicate each analysis,

642  opinion, and conclusion in 2 manner that is not misleading. | ‘ ¢

643 Comment: STANDARD 2 addresses the content and level of information required in a report
644 that communicates the results of a real property appraisal. . '

645 STANDARD 2 does not dictate the form, format, or style of real property qppraisaltreports.
646 The form, format, and style of a report are functions of the needs of inténded users and

647 appraisers. The substantive content of a report determines its compliance.

648 Standards Rule 2-1

v

649  Each written or oril real property appraisal report must:

650 () clearly and accurately set fo&h the dppraisal in a manner that will not be misleading;

651 (b) contain ‘sufficient information to enable the intended users of the appraisal to understand the
652 report properly, and - “

653 (c) clearly and accurately dlsclose all assimptions, extraordinary assumptions, hypothetical
654 ' conditions, and limiting conditions used in the assignment.

655  Standards Rule2-2 - E .
656  Each written real prdp;crty ‘appraisal report must be prepared under one of the following options and
657  prominently state which option is used: Appraisal Report or Restricted Appraisal Report.”

658 Comment: When the intended users include parties other than the client, an Appraisal Report
659 must be provided. When the intended users do not include parties other than the client, a
660 Restrlcted Appraisal Report may be provided.

661 The essential difference between these two options is in the content and ]evel of information
662 provided. The appropriate reporting option and the level of mformatmn necessary in the
663 report are dependent on the intended use and the intended users.

664 An appraiser must use care when characterizing the type of report and level of information
665 communicated upon completion of an assignment. . A appraiser may use any other label in
666 addition to, but not in place of, the label set forth in this’ Standard, for the type of report
667 provided.

668 The' report content and level of information requirements set forth in this Standard are
669 minimums for each type of report. An appraiser must supplement a report form, when
670 necessary, to ensure that any im_endéd user of the appraisal is not misled and that the report
671 complies With the applicable content requirements set forth in this Standards Rule.

672 A party receiving a copy of-an’Appraisal Report or Restricted Appralsa] Report in order to
673 satisfy disclosure requirements does not become an intended user of the appralsal unless the
674 appraiser identifies such party as an intended user as part of the assignment.

* See Advisory Opinion 11, Content of the Apprawsal Report Options of Standards Rules 2-2, 8-2, and 10-2 and Advisory Opimon 12,
Use of the Appraisal Report Options of Standards Rules 2-2, 8-2, and 10-2. )
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STANDARD 2

(a) The content of an Appraisal Report must be consistent with the intended use of the appraisal
and, at 2 minimum;

) state the identity of the client, unless the client has specifically requested otherwise; state
the identity of any intended users by name or type;*’

Comment: An appraiser must use care when identifying the client to avoid
violations of the Confidentiality section of the ETHICS RULE. If a client requests
that the client’s identity be withheld from the report, the appraiser may comply with
this request. In these instances, the appraiser must document the identity of the
client in the workfile and must state in the report that the identity of the client has
been withheld at the client’s request.

Types of 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.

(ii) state the intended use of the appraisal;*

(iii) summarize information sufficient to identify the real estate involved in the appraisal,
including the physical, legal, and economic property characteristics relevant to the
assignment;”’

Comment: The real estate involved in the appraisal can be specified, for example, by
a legal description, address, map reference, copy of a survey or map, property sketch,
and/or photographs or the like. The summarized information can include a property
sketch and photographs in addition to written comments about the legal, physical,
and economic attributes of the real estate relevant to the type and definition of value
and intended use of the appraisal.

{iv) state the real property interest appraised;
Comment: The statement of the real property rights being appraised must be
substantiated, as needed, by copies or summaries of title descriptions or other
documents that set forth any known encumbrances.

Q) state the type and definition of value and cite the source of the definition;

Comment: Stating the definition of value also requires any comments needed to
clearly indicate to the intended users how the definition 1s being applied.

When reporting an opinion of market value, state whether the opinion of value is:

o in terms of cash or of financing terms equivalent to cash, or

«  based on non-market financing or financing with unusual conditions or
incentives.

¥ See Advisory Opmon 36, Identyication and Disclosure of Chent, Intended Use, and Intended Users, and Advisory Opimon 25,

Clarification of the Client in a Federally Related Transaction.

* See Advisory Opinion 36, Identification and Disclosure of Client. Intended Use, and Intended Users.

M See Advisory Opnion 2, inspection of Subject Property, and Advisory Opinton 23, /dentifving the Relevant Characteristics of the
Subject Property of a Real Property Appraisal Assignment
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STANDARD 2

709 When an opinion of market value is not in terms of cash or based on financing terms
710 equivalent to cash, simmarize the terms of such financing and explain their
711 contributions to or negative influence on value.

712 When an opinion of reasonable exposure time has been devcloped in compliance
713 with Standards Rule 1-2(c), the opmion must be stated in the report.*?

714 (vi) state the effective date of the appraisal and the date of the report;*

715 . Comment: The effective date of the appraisal establishes the context for the value
716 opinion, while the date .of the report indicates whether the perspective of the
717 . appraiser on the market and property as of the effective date of the appraisal was
718 prospectlve, current, or retrospective.

719 (vii) summarize the scope of work used to develop the appraisal;"

720 . Comment: Because intended users’ reliance on an appraisal may be affected by the
721 scope of work, the report must enable them to be properly informed and not misled.
722 Sufficient information includes disclosure of research and analyses performed and
723 might also include disclosure of research and analyses not performed.

724 When any portion of the work involves signiﬁcant real property appraisal assistance,
725 the appraiser must summarize the extent of that assistance. The name(s) of those
726 providing the significant real property appraisal assistance must be Stated in the
727 certification, in accordance with Standards Rule 2-3.%

728 (vili)  summarize the information analyzed, the appraisal methods and techniques employed,
729 and the reasoning that supports the analyses, opinions, and conclusions; exclusion of the
730 sales comparison approach, cost approach, or mcome approach must be explained;
731 Comment: An Appraisal Report must include sufficient information to indicate that .
732 the appraiser complied with the requirements of STANDARD. 1. The amount of
733 detail required will vary with the significance of the information to the appraisal.

734 The appraiser must provide sufficient information to enable the client and intended
735 users to understand the rationale for the opinions and conclusions, including
736 reconciliation of the data and approaches, in accordance with Standards Rule 1-6.

737 When reporting an opinion of market value, a summary of the results of analyzing
738 the subject sales, agreements of sale, options, and listings in accordance with
739 Standards Ruile 1-5 is required.* If such information is unobtainable, a statement on
740 the efforts undertaken by the appraiser to obtain the information is required. If such
741 information is irrelevant,a statement acknowledging the existence of the information
742 and citing its lack of relevance is required. = . .

# Sec Advisory Opinton 7, Marketing Time Opinions, Advisory Opinion 22, Scope of Work in Market Value Appraisal Assignments, Real

Properry, and Advisory Opinion 36, Reasonable Exposure Time in Real and Personal Property Opnions of Value. N

See Advisory Opinion 34, Retrospective and Prospective Value Opinions.

See Advisory Opinion 28: Scope of Work Decision, Performance;, and Disclosure, and Advisory Opinion 29, An Acceprable Scope of
Work. '

See Advisory Opinion 31, Assignments InvoIviné More than One Appraiser.

*

* See Advisory Opmion 1, Sales History.
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STANDARD 2

(ix) state the use of the real estate existing as of the date of value and the use of the real
estate reflected in the appraisal;

(x) when an opinion of highest and best use was developed by the appraiser, summarize the
support and rationale for that opinion;

(xi) clearly and conspicuously:

s  state all extraordinary assumptions and hypothetical conditions; and
» state that their use might have affected the assignment results; and

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

®) The content of a Restricted Appraisal Report must be consistent with the intended use of the
appraisal and, at 2 minimum:

@) state the identity of the client, unless the client has specifically requested otherwise;*’
and state a prominent use restriction that limits use of the report to the client and warns
that the rationale for how the appraiser arrived at the opinions and conclusions set forth
in the report may not be understood properly without additional information in the
appraiser’s workfile;

Comment; An appraiser must use care when identifying the client to avoid violations
of the Confidentiality section of the ETHICS RULE. If a client requests that the
client’s identity be withheld from the report, the appraiser may comply with this
request. In these instances, the appraiser must document the identity of the client in
the workfile and must state in the report that the identity of the client has been
withheld at the client’s request.

The Restricted Appraisal Report is for client use only. Before entering into an
agreement, the appraiser should establish with the client the situations where this
type of report is to be used and should ensure that the client understands the
restricted utility of the Restricted Appraisal Report.

(i) state the intended use of the appraisal;**
Comment: The intended use of the appraisal must be consistent with the limitation
on use of the Restricted Appraisal Report option in this Standards Rule (i.e., client
use only).

(i)  state information sufficient to identify the real estate involved in the appraisal;”’
Comment: The real estate involved in the appraisal can be specified, for example, by
a legal description, address, map reference, copy of a survey or map, property sketch,

and/or photographs or the like.

(iv) state the real property interest appraised;

ku

See Advisory Opmion 36, identification and Disclosure of Clieni, Intended Use, and Intended Users
™ See Advisory Opinion 36, Identification and Disclosure of Client, Intended Use, and Intended Users.
* See Advisory Opinion 2, Inspection of Subject Property.
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STANDARD 2

¥

) state the type of value and cite the source of its definition; * .
Comment: When an opinion of reasonable exposure time has been developed in
compliance with Standards Rule 1-2(c), the opinion must be stated in the'report.

(vi) state the effective date of the appraisal and the date of the report;"

Comment: The effective date of the appraisal establishes the context for the value
opinion, while the date of the report indicates whether the perspective of the
appraiser on the market and property as of the effective date of the appraisal was
prospective, current, or retrospective. . .

(vii)  state the scop;: of work used to develop the appraisal; ’ :

Comment: Because the client’s reliance on an appraisal may be affected by the scope
of work, the report must enable them to be properly ‘informed and not misled.
Sufficient information includes disclosure of research and analyses performed and
might also include disclosure of research and analyses not performed.
When any portion of the work mvolves sngnlﬁcant real property appraisal assistance,
the appraiser must state the exterit of that assistance. The name(s) of those providing
N the significant real property appraisal assistance must be stated in the certification, in N
¢ accordance with Standards Rule 2-3.%
- - k] 3

(viii)  state the appraisal methods and techniques employed, state the value opinion(s) and

conclusion(s) reached, and reference the workfile; - -exclusion of the sales comparlson
. approach, cost approach, or income approach must be explained;

Comment: An appraiser must maintain a specific, coherent workfile in support of a
Restricted Appraisal Report. The contents of the workfile must include sufficient -
information to indicate that the appraiser complied with the requirements of
STANDARD 1 and for the appraiser to produce an Appraisal Report.

When reporting an opinion of market value, a summary . of the results of analyzing
the subject sales, agreements- of sale, options, and listings in accordance with
Standards Rule 1-3 is required. If such’information is unobtainable, a statement on
the efforts undertaken by the appraiser to obtain the information is required. If such
information is irrelevant, a statément acknowledging the existence of the information
and citing its lack of relevance is required. ..

B 32
5 —-

(ix) state the use of the real estate exlstmg as of the date of value and the use of the real -
estate reflected in the appralsal «

(x) when an opinion of highest and best use was developed by the appraiser, state that
opinion; N .

See Advisory Opition 7, Marketing 1ime Opinions, Adv1sory Opinion 22, Scope of Work in Market Value Apprazsal Assignments, Real
Property, and Advisory Opimion 34, Retrospective and Prospective Value. .
See Advisory Opinion 34, Retrospective and Prospective Value

See Advisory Opmions 28, Scope of Work Decision. Performance, and Disclosure, and Advisory Opinion 29, An Acceptable Scope of
Work.

B hl
See Advisory Opimon 31, Assignments Involving More than One Appraiser.
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STANDARD 2

(xi) clearly and conspicuously:

o state all extraordinary assumptions and hypothetical conditions; and
e state that their use might have affected the assignment results; and

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

Each written real property appraisal report 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
assumptions and limiting conditions and are my personal, impartial, and unbiased
professional analyses, opinions, and conclusions.

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

— 1 have performed no (or the specified) services, as an appraiser or in any other capacity,
regarding the property that is the subject of this report within the three-year period
immediately preceding acceptance of this assignment.

— I have no bias with respect to the property that is the subject of this report or to the
parties involved with this assignment.

— my engagement in this assignment was not contingent upon developing or reporting
predetermined results.

— my compensation for completing this assignment is not contingent upon the
development or reporting of a predetermined value or direction in value that favers
the cause of the client, the amount of the value opinion, the attainment of a stipulated
result, or the occurrence of a subsequent event directly related to the intended use of
this appraisal.

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

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

— no one provided significant real property appraisal assistance to the person signing
this certification. (If there are exceptions, the name of each individual providing
significant real property appraisal assistance must be stated.)

Comment: A signed certification is an integral part of the appraisal report. An appraiser who
signs any part of the appraisal report, including a letter of transmittal, must also sign this
certification.

In an assignment that includes only assignment results developed by the real property
appraiser(s), any appraiser(s) who signs a certification accepts full responsibility for all
elements of the certification, for the assignment results, and for the contents of the appraisal
report. In an assignment that includes personal property, business or intangible asset

* See Advisory Opinion 2, Inspection of Subject Property.
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'STANDARD 2

854 . assignment results not developed by the redl “property appraiser(s); any real property
855 appraiser(s) who signs a certification accepts full résponsibility for the real property elements
856 of the certification, for the real'property assignment results, and for the real property contents
857  "of the appraisal report. .

858 : When a signing appraiser(s) has relied on work done by appraisers and others who do not sign
859 the certification, the signing appraiser is responsible for the decision torely on their work.
860 The signing appraiser(s) is required to have a reasonable basis for believing that those
861 ‘individuals performing the work are competent. The signing appraiser(s) alsé must have no
862 reason to doubt that the work of those individuals is credible.

863 The names of individuals providing significant real property appraisal assistance who do not
864 sign a certification must be stated in the certification. It is not required that the description of
865 their assistance be contained in the certification, but disclosure of their assistance is required

e

866 - in accordance with Standards Rule 2-2(a)(vii) or 2-2(b)(vii) as applicable.*
867 Standards Rule 2-4

868 _ To the extent that it is both possible and appropriate, an oral real property appraisal report must address
869  the substantive matters set forth in'Standards Rule 2-2(a).,

870 Comment: See the RECORD KEEPING RULE for corresponding requirements.

§ * -~

1

** See Advisory Opinion 31, Assignments Involving More than One Appraiser.
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STANDARD 3

871 STANDARD 3: APPRAISAL REVIEW, DEVELOPMENT AND REPORTING

872 In developing an appraisal review assignment, an appraiser acting as a reviewer must identify the
873 problem to be solved, determine the scope of work necessary to solve the problem, and correctly complete
874 research and analyses necessary to produce a credible appraisal review. In reporting the results of an
875 appraisal review assignment, an appraiser acting as a reviewer must communicate each analysis, opinion,
876 and conclusion in 2 manner that is not misleading.

877 Comment: STANDARD 3 is directed toward the substantive aspects of developing a credible
878 opinion of the quality of another appraiser’s work that was performed as part of an appraisal
879 or appraisal review assignment.

880 STANDARD 3 also addresses the content and level of information required in a report that
881 communicates the results of an appraisal review assignment. STANDARD 3 does not dictate
882 the form, format, or style of Appraisal Review Reports. The substantive content of a report
883 determines its compliance.

884 In this Standard, the term “reviewer” is used to refer to an appraiser performing an appraisal
885 review.

8R6 Standards Rule 3-1

857 In developing an appraisal review, the reviewer must:

888 (a) be aware of, understand, and correctly employ those methods and techniques that are necessary
889 to produce a credible appraisal review;
890 Comment: Changes and developments in economics, finance, law, technology, and society
891 can have a substantial impact on the appraisal profession. To keep abreast of these changes
892 and developments, the appraisal profession is constantly reviewing and revising appraisal
893 methods and techniques and devising new methods and techniques to meet new
894 circumstances. Each appraiser must continuously improve his or her skills to remain
895 proficient in appraisal review.
896 The reviewer must have the knowledge and experience needed to identify and perform the
897 scope of work necessary to produce credible assignment results. Aspects of competency for
898 an appraisal review, depending on the review assignment’s scope of work, may include,
899 without limitation, familiarity with the specific type of property or asset, market, geographic
900 area, analytic method, and applicable laws, regulations and guidelines.
901 (b) not commit a substantial error of omission or commission that significantly affects an appraisal
902 review; and
903 Comment: A reviewer must use sufficient care to avoid errors that would significantly affect
904 his or her opinions and conclusions. Diligence is required to identify and analyze the factors,
905 conditions, data, and other information that would have a significant effect on the credibility
906 of the assignment results,
907 (c) not render appraisal review services in a careless or negligent manner, such as making a series of
908 errors that, although individually might not significantly affect the results of an appraisal review,
909 in the aggregate affects the credibility of those results.
USPAP 2016-2017 Edition 29
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STANDARD 3 ‘ )

Comment: Perfection is impossible ‘to attain, and competence does not require perfection.
However, an appraiser must not render appraisal review services in a ‘careless or negligent
manner. This Standards Rule requires a reviewer to use due diligence and due care.

¥

Standards Rule 3-2 °

In developing an appraisal review, the reviewer must:

6

(a) identify the client and other intended users;" .

b) identify the infended use of the reviewer’s opinions and conclusions; *’
Comment: A reviewer must not allow the intended use of an' assignment or a client’s
objectives to cause the assignment results to be blased A reviewer must not advocate for a
client’s objectives. .

The intended use refers to the use of the reviewer’s opinions and conclusions by thé client and
other intended users; examples include, without limitation, quality control, audit,
qualification, or confirmation. :

(©) ldentlfy the purpose of the appralsal review, including whether the assignment includes the
development of the reviewer’s own opinion’of value or review opinion related to the work under
review;**

Comment: The purpose of an appraisal review assignment relates to the reviewer’s objective;
examples include, without |imitation, to determine if the results of the work under review are
credible for the intended user’s intended use, or to evaluate compliance with relevant USPAP
requirements, client requirements, or applicable regulations.

In the review of an appraisal assignment, the reviewer may provide an opinion of value for the
" property that is the subject of the work under review.
w \
In the review of an appraisal review assignment, the reviewer may provide an opinion of
quality of the work that is the subject of the appraisal review assignment.

(d) |dent|fy the work under review and the characteristics of that work which are relevant to the
intended use and purpose of the appraisal review, including:
(i) any ownershlp interest in the property that is the subject of the work under review;

(il)‘ the date of the work under review and the effective date of the opinions or conclusions in
the work under review;

(i) the appraiser(s) who completed thé work under review, unless the identity is withheld by
the client; and: '

, (V) the physncal legal, and economic characteristics of the ‘property, properties, property
type(s), or market area in the work under rev:ew.

N N tew w

* See Advtspfy Opmion 36, Identification and Disclosure of Client, Intended Use, and Intended Users.
7 See Advisory Opinion 36, Identification and Disclosure of Chent, Intended Use, and Intended Users.
* See'Advisory Opinion 20, An Appraisal Review Asxignm’em That Includes the Reviewer's Own Opinion of Value
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STANDARD 3

(e

4]

(®

Comment: The subject of an appraisal review assignment may be all or parnt of a report, a
workfile, or a combination of these, and may be related to an appraisal or appraisal review
assignment,

identify any extraordinary assumptions necessary in the review assignment;
Comment: An extraordinary assumption may be used in a review assignment only if:

1t is required to properly develop credible opinions and conclusions;

the reviewer has a reasonable basis for the extraordinary assumption;

use of the extraordinary assumption results in a credible analysis; and

the reviewer complies with the disclosure requirements set forth in USPAP for
extraordinary assumptions.

identify any hypothetical conditions necessary in the review assignment; and
Comment: A hypothetical condition may be used in a review assignment only if:

» use of the hypothetical condition is clearly required for legal purposes, for purposes
of reasonable analysis, or for purposes of comparison;

e use of the hypothetical condition results in a credible analysis; and
the reviewer complies with the disclosure requirements set forth in USPAP for
hypothetical conditions.

determine the scope of work necessary to produce credible assignment results in accordance with
the SCOPE OF WORK RULE.”

Comment: Reviewers have broad flexibility and significant responsibility in determining the
appropriate scope of work in an appraisal review assignment.

Information that should have been considered by the original appraiser can be used by the
reviewer in developing an opinion as to the quality of the work under review.

Information that was not available to the original appraiser in the normal course of business
may also be used by the reviewer; however, the reviewer must not use such information in the
reviewer’s development of an opinion as to the quality of the work under review.

Standards Rule 3-3

In developing an appraisal review, a reviewer must apply the appraisal review methods and techniques
that are necessary for credible assignment results.

(=)

When necessary for credible assignment results in the review of analyses, opinions, and
conclusions, the reviewer must:

()] develop an opinion as to whether the analyses are appropriate within the context of the
requirements applicable to that work;

(ii) develop an opinion as to whether the opinions and conclusions are credible within the
context of the requirements applicable to that work; and

¥ See Advisory Opinion 28, Scope of Work Decision, Performance, and Disclosure, and Advisory Opinion 29, An Acceptable Scope of

Work
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STANDARD 3_ - , .

i

978 (iii) . develop the reasons for any disagreement.

979 Comment: Consistent with the reviewer’s scope of work, the reviewer is required to develop

980 an opinion as to the completeness, accuracy, adequacy, relevance, and reasonableness of the

981 analysis in the work under review, given law, regulations, or intended user requirements

982 applicable to the work under review. * -

983  (b) When necessary for credible assignment results in the review of a report, the reviewer must:

984 @) develop an opinion as to whether the report is appropriate and not misleading within the
985 context of the requirements applicable to that work; and

986 (i) develop the reasons for any disagreement.

987 Comment: Consistent with the reviewer’s scope of work, the reviewer is required to develop

988 an opinion as to the comp]etcncss, .accuracy, adequacy, relevance, and reasonableness of the

989 report, given law, rcgulatlons, or iritended user rcqu1remcnts applicable to that work.

950 () When the assignment mcludes the reviewer developing his or her own opinion of value or review
991 opinion, the following apply:*° .. .

992 (i) - The requirements of STANDARDS 1, 6, 7, or 9 apply to the reviewer’s opinion of value
993 for the property that is the subject of the appraisal review assignment.

994 (i) The requirements of STANDARD 3 apply to the reviewer’s opinion of quality for lhe
995 work that is the subject of the appraisal review assignment.

996 Comment: These requirements apply to: )

997 *  The reviewer’s own opinion of valie when the subject of the review is the product of

998 an appraisal assignment; or

999 » The reviewer’s own opinion regarding the work reviewed by another when the
1000 subject of the review is the product of an appraisal review assignment.

1001 These requirements apply whether the reviewer’s own opinion:
1002 »  concurs with the opinions and conclusions in the work under review; or
1003 e  differs from the opinion and conclusions in the work under review. .

1004 When the assignment includes the reviewer developing his or her own opinion of value or

1005 review opinion, the following apply: -
1006 s The reviewer’s scope of work in developing his or her own opinion of value or
1007 review opinion may be different from that of the work under review.

1008 o The effective date of the reviéwer’s opinion of value may be the same or different

1009 from the effective date of the work under review. .

1010 e The reviewer is not required to replicate the steps completed by the original

1011 appraiser. Those items in the work under review that the reviewer concludes are
1012 credible can be extended to the reviewer’s development process on the basis of an
1013 extraordinary assumption. Those items not deemed to be credible must be replaced

1014 with information or analysis developed in conformance with STANDARD 1, 3, 6, 7,

1015 or 9, as applicable, to produce credible assignment results.

* See Advisory Opinion 20, An Appraisal Review Assignment That Includes the Reviewer's Own Opinion of Value.
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1025
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1035
1036

1037
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1043

1044

1045

1046

1047

1048

1049
1050

STANDARD 3

Standards Rule 3-4

Each written or oral Appraisal Review Report must be separate from the work under review and must:

(a)
(b)

©

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

contain sufficient information to enable the intended users of the appraisal review to understand
the report properly; and

clearly and accurately disclose all assumptions, extraordinary assumptions, and hypothetical
conditions used in the assignment.

Comment: An Appraisal Review Report communicates the results of an appraisal review,
which can have as its subject another appraiser’s work in an appraisal or appraisal review
assignment.

The report content and level of information in the Appraisal Review Report is specific to the
needs of the client, other intended users, the intended use, and requirements applicable to the
assignment. The reporting requirements set forth in this Standard are the minimum for an
Appraisal Review Report. An appraiser must supplement a report form, when necessary, to
ensure that any intended user of the appraisal review is not misled and that the report
complies with the applicable content requirements set forth in this Standards Rule.

Standards Rule 3-5

The content of an Appraisal Review Report must be consistent with the intended use of the appraisal
review and, at a minimum:

(2)

(b)
(©)
(d)

state the identity of the client, unless the client has specifically requested otherwise; state the
identity of any intended users by name or type;51

Comment: An appraiser must use care when identifying the client to avoid violations of the
Confidentiality section of the ETHICS RULE. If a client requests that their identity be
withheld from the report, the appraiser may comply with this request. In these instances, the
appraiser must document the identity of the client in the workfile and must state in the report
that the identity of the client has been withheld at the client’s request.

state the intended use of the appraisal review;
state the purpose of the appraisal review;
state information sufficient to identify:

(i) the work under review, including any ownership interest in the property that is the
subject of the work under review;

(ii) the date of the work under review;

(iit) the effective date of the opinions or conclusions in the work under review; and

(iv) the appraiser(s) who completed the work under review, unless the identity is withheld by
the client.

3 See Advisory Opinion 36, Identification and Disclosure of Chent, Intended Use, and Intended Users.
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1051
1052

1053

1054

1055
1056

1057

1058

1059
1060

1061

1062
1063
1064

STANDARD 3,

)

(e)
U]

(& state the scope of work used to develop the appraisal review;

1065

1066
1067

1068
1069

1070
1071

1072
1073
1074

1075
1076

1077

1078
1079
1080

1081

1082
1083
1084
1085
1086

1087

Comment: If the identity of the appraiser(s) in the work under review is withheld by the
client, that fact must be stated in the appraisal review report.

<

state the date of the appraisal review report;
clearly and conspicuously: . i b

: s state all extraordinary assumptions and hypothetical conditions; and
o state that their use might have affected the assignment results.
EY

Comment: Because infended users™ reliance on an appraisal review may be affected by the
scope of work, the appraisal review report must enable them to-be properly informed and not’
misled. Sufficient information includes disclosure of research and analyses performed and
might also include disclosure of research and analyses not performed.

-4 o -

When any portion of the work involves significant appraisal'or appraisal review assistance,
the reviewer must state the extent of that assistance.” The name(s) of those providing the
significant assistance must be stated in the certlﬂcauon in accordance with Standards Rule 3-
6. :

(h) _state the reviewer’s opinions and.conclusions about the work under review, including the reasons

@

.

“for any dlsagreement,

3 * “ " 8 LS

Comment: .Thc rcpon must provide sufficient information to enable the client and intended users to E
* understand the rationale for the reviewer’s opinions and conclusions. *

when the scope of work’ includes the reviewer’s development of an oplmon of value or review
opinion related to the work under review, the reviewer must: 5

% i

(i) state which information, analyses, opinions, and conclusions in the work under review
that the reviewer'accepted as credible and used in developlng the reviewer’s opinion and
conclusnons,

(i) at a mlnlmum, summarize any additional mformatlon relled on and the reasonmg for

the revrewer s opinion of value or review opinion related to the work under review;
(iii) clearly and conspicuously:’ <. '
. state’lill extraordinary assumptions and hypothetical conditions connected with
the reviewer’s ‘opinion of value or review oplmon related to the work under
review; and .

¢ state that their use might have affected the assignment results.

N )

- Comment: The ‘reviewer may include his or her own’opinio‘n of value or review opinion
related to the work under review within the appraisal review report itself without preparing a
separate report. However, data and analyses provided by the reviewer to support a different
opinion or concluswn .must match, at a minimum, except for the certification requirements,

+ the reporting rcqmrcmcnts for an:

»  Appraisal Report fora real property appraisal (Standards Rule 2-2(a));

52

34

.

See Advisory Opifuon 20, An Appraisal Review Asstgnmenl That Includes the Reviewer's Own Opinion of Value.
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STANDARD 3

()

Appraisal Report for a personal property appraisal (Standards Rule 8-2(a));
Appraisal Review Report for an appraisal review (Standards Rule 3-5),
Mass Appraisal Report for mass appraisal (Standards Rule 6-8); and
Appraisal Report for business appraisal (Standards Rule 10-2(a)).

include a signed certification in accordance with Standards Rule 3-6.

Standards Rule 3-6

Each written Appraisal Review Report mast contain a signed certification that is similar in content to the

following form:

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

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

the reported analyses, opinions, and conclusions are limited only by the reported
assumptions and limiting conditions and are my personal, impartial, and unbiased
professional analyses, opinions, and conclusions.

I have no (or the specified) present or prospective interest in the property that is the
subject of the work under review and no (or the specified) personal interest with
respect to the parties involved.

I have performed no (or the specified) services, as an appraiser or in any other capacity,
regarding the property that is the subject of the work under review within the three-
year period immediately preceding acceptance of this assignment.

I have no bias with respect to the property that is the subject of the work under review
or to the parties involved with this assignment.

my engagement in this assignment was not contingent upon developing or reporting
predetermined results.

my compensation is not contingent on an action or event resulting from the analyses,
opinions, or conclusions in this review or from its use.

my compensation for completing this assignment is not contingent upon the
development or reporting of predetermined assignment results or assignment results
that favors the cause of the client, the attainment of a stipulated result, or the
occurrence of a subsequent event directly related to the intended use of this appraisal
review,

my analyses, opinions, and conclusions were developed and this review report was
prepared in conformity with the Uniform Standards of Professional Appraisal Practice.
1 have (or have not) made a personal inspection of the subject of the work under
review, (If more than one person signs this certification, the certification must clearly
specify which individuals did and which individuals did not make a personal
inspection of the subject of the work under review.) (For reviews of a business or
intangible asset appraisal assignment, the inspection portion of the certification is not
applicable.)

no one provided significant appraisal or appraisal review assistance to the person
signing this certification. (If there are exceptions, the name of each individual(s)
providing appraisal or appraisal review assistance must be stated.)

Comment: A signed certification is an integral part of the Appraisal Review Report. A
reviewer who signs any part of the appraisal review report, including a letter of transmittal,
must also sign the certification.

Any reviewer who signs a certification accepts responsibility for all elements of the
certification, for the assignment results, and for the contents of the Appraisal Review Report.

USPAP 2016-2017 Edition
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STANDARD 3

1133 Appraisal review is distinctly different from-the cosigning activity addressed-in Standards
1134 Rules 2-3, 6-9, 8-3, and 10-3. To avoid confusion betwecen these activitics, a reviewer
1135 performing an appraisal review must not sign the work under review unless he or she intends
1136 to accept responsibility as a cosigner‘ of that work.

1137 When a signing appraiser has rélicdyon work done by appraisers and others who do not sign
1138 the certification, the signing appraiser is responsible for the decision to rely on their work.
1139 The signing appraiser is required‘ to have a reasonable basis for believing that those
1140 individuals performing the work are competent. The signing appraiser also must have no
1141 rcason to doubt that the work of thos:: individuals is crediblc.

1142 The names of individuals providing significant appraisal or appraisal review assistance who
1143 do not sign a certification must bé stated in the certification. It is not required that the
1144 description of their assistance be ,comaincd in the certification, but disclosurc of their
1145 assistance is required in accordance with Standards Rule 3-5(g).

| o
1146 Standards Rule 3-7

1147 To the exteif that it is both possible and appropriate, an oral Appraisal Review Report must address the
1148 substantive matters set forth’in Standards Bﬁle 3.5,

i

1149 Comment: See the RECORD KEEPING RULE for corresponding requirements.
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1150

1151

STANDARD 4

STANDARD 4: REAL PROPERTY APPRAISAL CONSULTING, DEVELOPMENT

This STANDARD has been retired by action of the Appraisal Standards Board.
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STANDARD 5§

-

1152 STANDARD 5: REAL PROPERTY APPRAISAL CONSULTING, REPORTING

1153 This STANDARD has been retired by action of the Appraisal Standards Board.

v @
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STANDARD 6

1154  STANDARD 6: MASS APPRAISAL, DEVELOPMENT AND REPORTING

1155 In developing a mass appraisal, an appraiser must be aware of, understand, and correctly employ those
1156  recognized methods and techniques necessary to produce and communicate credible mass appraisals,

1157 Comment: STANDARD 6 applies to all mass appraisals of real or personal property
1158 regardless of the purpose or use of such appraisals.” STANDARD 6 is directed toward the
1159 substantive aspects of developing and communicating credible analyses, opinions, and
1160 conclusions in the mass appraisal of properties. Mass appraisals can be prepared with or
1161 without computer assistance. The reporting and jurisdictional exceptions applicable to public
1162 mass appraisals prepared for ad valorem taxation do not apply to mass appraisals prepared for
1163 other purposes.

1164 A mass appraisal includes:

1165 1) identifying properties to be appraised;

1166 2) defining market area of consistent behavior that applies to properties;

1167 3) identifying characteristics (supply and demand) that affect the creation of value in
1168 that market area;

1169 4) developing a model structure that reflects the relationship among the characteristics
1170 affecting value in the market area;

1171 5) calibrating the model structure to determine the contribution of the individual
172 characteristics affecting value;

1173 6) applying the conclusions reflected in the model to the characteristics of the
1174 property(ies) being appraised; and

1175 7) reviewing the mass appraisal results.

1176 The JURISDICTIONAL EXCEPTION RULE may apply to several sections of STANDARD
1177 6 because ad valorem tax administration is subject to various state, county, and municipal
1178 laws.

1179 Standards Rule 6-1

1180 In developing a mass appraisal, an appraiser must:

1181 (a) be aware of, understand, and correctly employ those recognized methods and techniques
1182 necessary to produce a credible mass appraisal;

1183 Comment: Mass appraisal provides for a systematic approach and uniform application of
1184 appraisal methods and techniques to obtain estimates of value that allow for statistical review
1185 and analysis of results.

1186 This requirement recognizes that the principle of change continues to affect the manner in
1187 which appraisers perform mass appraisals. Changes and developments in the real property and
1188 personal property fields have a substantial impact on the appraisal profession.

1189 To keep abreast of these changes and developments, the appraisal profession is constantly
1190 reviewing and revising appraisal methods and techniques and devising new methods and
1191 techniques to meet new circumstances. For this reason it is not sufficient for appraisers to
1192 simply maintain the skills and the knowledge they possess when they become appraisers.

% See Advisory Opuruon 32, Ad Valorem Property Tax Appraisal and Mass Appraisal Assignments.

USPAP 2016-2017 Edition 39
©The Appraisal Foundation

GVSUD 200732



STANDARD 6

¢ ~

1193 Each appraiser mus{ continuously 1mpr0ve his or her skills to remain proficient in mass
1194 appraisal. . o -
1195 (b) not commit a- substantlal error of omission .or commission that significantly affects a mass
1196 appralsal and

£ ' kS
1197 Comment: An appraiser must use sufficient care to avoid errors that would slgmﬁcamly affect
1198 his or her opinions and conclusions. Dlhgcncc is required to identify and analyze the factors,
1199 conditions, data, and other information that would have a significant c—:ffect on the credibility
1200 of the assignment résults.
1201 (c) not render a mass appraisal in a careless or negligent manner.
1202 Comment: Perfection is impossible to attain, and competence does not require perfection.
1203 However, an appraiser must not render appraisal services in a careless or negligent manner.
1204 This Standards Rule requires an appraiser to use due diligence and due care.

1205 Standards Rule 6-2 -

1206 In developing a mass appraisal, an appraiser must:

1207 (a) identify the client and other intended users;>
1208 (b) identify the intended use of the appraisal;>® . *
1209 Comment: An appraiser must not allow the intended use of an asmgnment ora client’s objectives to
1210 cause the assignment results to be biased. i ‘-
1nn (c) identify the type and definition of value, and, if the value opinion to be developed is market.
1212 value, ascertam whether the value is to be the most’ probable price:
1213 (i) in terms of cash; or,
1214 (ii) in terms of financial arrangements equivalent to cash; or
1215 (iii) in such other terms as may be precisely defined; and
1216 (iv)‘ if the opinion of value is based on non-market financing or financing with unusual
1217 condmons or mcentlves, the terms of such fmancmg must be clearly identified and the
1218 u appralser‘s opinion of their contributions to or negative influence on value must be
1219 v oo ‘x developed by analysis of relevant market data;
1220 s Comment: For certain types of appraisal assignments in which a legal definition of market
1221 value has been established and takes precedence, the JURISDICTIONAL EXCEPTION
1222 RULE may apply.

LY "'f s

1223 (d)  identify the effective date of the appralsal %

“

% See Advisory Opmnon 36, Identification and Disclosure of Chient, Intended Use, and Intended Users.:
. ¥ See Advisory Opinion 36, Identification and Disclosure of Client; Intended Use, and Intended Users
* See Advisory Opinion 34, Retrospective and Prospecnve Value Opinions.
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STANDARD 6

©)

®

®

identify the characteristics of the properties that are relevant to the type and definition of value
and intended use,”’ including:

)
(ii)
(iii)

the group with which a property is identified according to similar market influence;
the appropriate market area and time frame relative to the property being valued; and

their location and physical, legal, and economic characteristics;

Comment: The properties must be identified in general terms, and each individual property in
the universe must be identified, with the information on its identity stored or referenced in its
property record.

When appraising proposed improvements, an appraiser must examine and have available for
future examination, plans, specifications, or other documentation sufficient to identify the
extent and character of the proposed improvements.*®

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

identify the characteristics of the market that are relevant to the purpose and intended use of the
mass appraisal including:

(i)

(i)
(iii)
(iv)

location of the market area;
physical, legal, and economic attributes;
time frame of market activity; and

property interests reflected in the market;

in appraising real property or personal property:

M

(i)

(iii)

(iv)

identify the appropriate market area and time frame relative to the property being
valued;

when the subject is real property, identify and comnsider any personal property, trade
fixtures, or intangibles that are not real property but are included in the appraisal;

when the subject is personal property, identify and consider any real property or
intangibles that are not personal property but are included in the appraisal;

identify known easements, restrictions, encumbrances, leases, reservations, covenants,
contracts, declarations, special assessments, ordinances, or other items of similar nature;
and

7 Sec Advisory Opimion 23, Identifving the Relevant Characteristics of the Subject Property of a Real Property Appraisal Assignment, 1f

applicable.

* See Advisory Opinion 17, Appraisais of Real Property with Proposed Improvements, if applicable.
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STANDARD 6 -

<

™) 1dent|fy and analyze whether an appraised fractional interest, physical segment or
partial holdmg contribites pro rata to the value of the whole; -
Comment: The above requirements do not obligate the appraiser to value the whole
when the.subject of the appraisal is a-fractional interest, physical segment, or a
partial holding. However, 1f the value of the whole is not identified, the appraisal
must clearly reflect that the value of the property being appralsed cannot be used to
develop the value opinion of the whole by mathematical exteriSion. . .

(h) analyze the relevant economic conditions at the tin”le‘oAf the valuation, including market
acceptability of the property and supply, demand, scarcity, or rarity; Coa

(i) identii‘y any extraordinary assumptions and any hypothetical conditions necessary in the
assignment; and

Comment: An extraordinary assumption may be used in an éssignment only if:
. S .

it is required to propcrly develop credible opinions and conclusions; -

the appraiser has a reasonable basis for the extraordinary assumption;

use of the extraordinary assumption results in a credible analysis; and

the appraiser complies with the disclosure requirements set forth in USPAP for

extraordinary assumptions..

A hypothetical condition may be used in an assignment only if:

s use of the hypothetical condition is clearly required for legal purposes, for purposes
of reasonable analysis, or for purposes of comparison; *
¢ use of the hypothetical condition results in a credible analysis; and
» the appraiser complies with the dlsclosurc requirements set -forth in USPAP for
hypothetical'conditions. - .

o determine the scope of work necessary to produce credible assignment results in accordance with
the SCOPE OF WORK RULE.”

Standards Rule 6-3

¢

When necessary for credible assignment results, an appraiser must:

(a) in' appraising real property, identify and analyze the effect on usé and value of the following
factors: existing land use regulations, reasonably probable modifications of such -Fegulations,
economic supply and demand, the physical adaptability of the real estate, nelghborhood trends,
and highest and best use of the real estate; and

Comment: This requirement 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 p
race, age, color, gender, or national ofigin“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, effective %
age, and remaining life. In considering highest and best use, an appraiser must -develop the
concept to the extent required for a proper solution to the appraisal problem.

x

5 See Advisory Opinion 28, Scope of Work Décision, Performance, and Disclosure, and Advisory O;Jinion 29, 4n Acceptable Scope of
Work. ’
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STANDARD 6

(b) in appraising personal property: identify and analyze the effects on use and value of industry
trends, value-in-use, and trade level of personal property. Where applicable, analyze the current
use and alternative uses to encompass what is profitable, legal, and physically possible, as
relevant to the type and definition of value and intended use of the appraisal. Personal property
has several measurable marketplaces; therefore, the appraiser must define and analyze the
appropriate market consistent with the type and definition of value.

Comment: The appraiser must recognize that there are distinct levels of trade and each may
generate its own data. For example, a property may have a different value at a wholesale level
of trade, a retail level of trade, or under various auction conditions. Therefore, the appraiser
must analyze the subject property within the correct market context.

Standards Rule 6-4
In developing a mass appraisal, an appraiser must:

(a) identify 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 that are used uniformly on the universe of properties
under consideration.

) employ recognized 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 characteristics. The models may be
specified using the cost, sales comparison, or income approaches to value. The specification
format may be tabular, mathematical, linear, nonlinear, or any other structure suitable for
representing the observable property characteristics. Appropriate approaches must be used in
appraising a class of properties. The concept of recognized techniques applies to both real and
personal property valuation models.

©) employ recognized techniques for calibrating mass appraisal models.

Comment: 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 nonlinear model. Models
must be calibrated using recognized techniques, including, but not limited to, multiple linear
regression, nonlinear regression, and adaptive estimation.

Standards Rule 6-5

In developing a mass appraisal, when necessary for credible assignment results, an appraiser must:

@) collect, verify, and analyze such data as are necessary and appropriate to develop:
@ the cost new of the improvements;
(i) accrued depreciation;

(iii) value of the land by sales of comparable properties;
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1

STANDARD 6°

1333 *(iv) value of the property by sales of comparable properties;
1334 ()] value by capitalization of income or potential earnings - i.e., rentals, expenses, interest
1335 rates, capitalization rates, and vacancy data; .
1336 Comment: This Standards Rule requires appraisers- engaged ih mass appraisal ‘to take
1337 reasonable steps to ensure that the quantity and quality of the factual ‘data that are collected
1338 are sufficient to produce credible appraisals. For example, in real property, where applicable
1339 and feasible, systems for routinely collecting and maintaining ownership, geographic, sales,
1340 income and expense, cost, and property characteristics data must be established. Geographic
1341 data must be contained in as complete a set of cadastral maps as possible, compiled according
1342 -~ to current standards of detail and accuracy. Sales data must be collected, confirmed, screened,
1343 ~ adjusted, and filed according'to current standards of practice. The sales file must contain, for
1344 each sale, property characteristics data that are contermporaneous with the date of sale.
1345 Property characteristics data must be appropriate and relevant to the mass appraisal models
1346 . being used. The property characteristics data file must contain data contemporaneous with
1347 the date of appraisal including historical data on sales, where appropriate and available. The
1348 data collection program must incorporate a quality control program, including checks and
1349 audits of the data to ensure curreni and consistent records.
[ 3
1350  (b) base estimates of capitalization rates and projections of future rental rates and/or potential
135] earnings capacity, expenses, interest rates, and vacancy rates on reasonable and appropriate
1352, evidence; .
1353 Comment: This requirement calls for an appraiser, in developing income ‘and cxpense *
1354 statements and cash flow projections, to-weigh- historical information and trends, current
1355 market factors affecting such’ trends, and reasonably anticipated events, such as competition
1356 from developments either planned or under construction. -
1357 (©) identify and, as applicable, analyze terms aind conditions of any available leases; and
1358 (d) identify the need for and extent of any physical inspection.®'

1359  Standards Rule 6-6
1360 When necessary for credible assngnment results in applymg a calibrated mass appraisal model an
1361 appraiser must:

1362 (a) value improved parcels by recognized methods or techmques based on the cost approach the

1363 sales comparison approach, and income approach;

1364  (b) value sites by recognized methods or techniques; such techniques include but are not limited to

1365 the sales comparison approach, allocation method, abstraction method, capltallzatlon of ground

1366 rent, and land residual technique;

1367 () when developing the value of a leased fee estate or a leasehold estate, analyze the effect on value, R
1368 if any, of the terms and conditions of the lease;

1369 - " Comment: In ad valorem taxation the appraiser may be required by rules or law to appraise

1370 the property as if in fee simple, as though unencumbered by existing leases. In such cases,

3 * x

& See Advisory Opinion 33, Discounted Cash Flow Analysis
¢ See Advisory Opinion 2, Inspection of Subject Property.
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STANDARD 6

market rent would be used in the appraisal, ignoring the effect of the individual, actual
contract rents.

(d) 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 must not be developed by adding together
the individual values of the various parcels, divided interests, or component parts; and

Comment: When the value of the whole has been established and the appraiser secks to value
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,

(e) when analyzing anticipated public or private improvements, located on or off the site, analyze
the effect on value, if any, of such anticipated improvements to the extent they are reflected in
market actions.

Standards Rule 6-7

In reconciling a mass appraisal an appraiser must:

(2) reconcile the quality and quantity of data available and analyzed within the approaches used and
the applicability and relevance of the approaches, methods and techniques used; and

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

Comment: It is implicit in mass appraisal that, even when properly specified and calibrated
mass appraisal models are used, some individual value conclusions 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
conclusions that meet attainable standards of accuracy. This responsibility requires appraisers
to evaluate the performance of models, using techniques that may include but are not limited
to, goodness-of-fit statistics, and model performance statistics such as appraisal-to-sale ratio
studies, evaluation of hold-out samples, or analysis of residuals.

Standards Rule 6-8

A written report of a mass appraisal must clearly communicate the elements, results, opinions, and value
conclusions of the appraisal.

Each written report of a mass appraisal must;
(a) clearly and accurately set forth the appraisal in a manner that will not be misleading;

(b) contain sufficient information to enable the intended users of the appraisal to understand the
report preperly;

Comment: Documentation for a mass appraisal for ad valorem taxation may be in the form of
(1) property records, (2) sales ratios and other statistical studies, (3) appraisal manuals and
documentation, (4) market studies, (5) model building documentation, (6) regulations, (7)
statutes, and (8) other acceptable forms.

(c) clearly and accurately disclose all assumptions, extraordinary assumptions, hypothetical
conditions, and limiting conditions used in the assignment;
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STANDARD 6

(@)

©

®

®

(h)

®

Comment: The report must clearly and conspicuously:

e state all extraordinary assumptions and hypothetical conditions; and
e - state that their use might have affected the assignment results.

state the identity of the client, unless the client has specifically requested otherwise; state the
identity of any intended users by name or type;*

Comment: An appraiser must use care when identifying the client to avoid violations of the
Confidentiality section of the ETHICS RULE. ‘If a client requests that their identity be
withheld from the report, the appraiser may comply with this request. In these instances, the
appraiser must document the idéntity of the client in the workfile and must state in the report
that the identity of the client has been withheld at the client’s request. +

state the intended use of the appraisal;*

‘disclose any assumptions or limiting conditions that result in deviation from récognized methods

and techniques or that affect analyses, opinions, and conclusions;
set forth the effective date of the appraisal and the date of the report; '
\ .

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 appralsal +if not stated, is
presumed to be contemporaneous with the data and appraisal conclusions.

The effective date of the appraisal establishes the context for the value opinion, while the date
of the report indicates whether the perspective of the appraiser on the market'and property as
of the effective-date of the appraisal was prospective, current, or retrospective.®

state the type and definition of value and cite the source of the definition; R

Comment: Stating the type and definition of. value also requires any comments needed to
clearly indicate'to intended users how the definition is being applled oo

& 4 + ¢

When reporting an opinion of market value, state whethe[ thé opinion of value is:

* In terms of cash or of financing terms equivalent to cash; or - ” ;
¢ Based on non-market financing with unusual conditions or incentives.

Wheh an opinion of market value is not in terms of cash or based on ﬁna’ncing terms
equivalent to cash, summarize the terms of such financing and explam their contributions to
or negative influence on value. g N

ideéntify the properties appraised including the property rights;

i

Comment: The’report dociments the sources for location, describing and llstmg the property.
When applicablé, include “references to legal descriptions, addresses, parcel identifiers,
photos, and building sketches. In mass apprdisal this information is often included in property

%

63

635

46

®

Y

See Advisory Opinion 36, /dentification and Disclosure of Client, intended Use, and Intended Users
Sce Advisory Opinon 36, Identification and Disclosure of Client; Intended Use, and Intended Users.
See Advisory Opinion 34, Retrospective and Prospective Value Opinions
See Advisory Opinion 34, Retrospective and Prospective Value Opinions.
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STANDARD 6

1442 records. When the property rights to be appraised are specified in a statute or court ruling, the

1443 law must be referenced.

1444 (1)) describe the scope of work used to develop the appraisal;* exclusion of the sales comparison
1445 approach, cost approach, or income approach must be explained;

1446 Comment: Because intended users reliance on an appraisal may be affected by the scope of

1447 work, the report must enable them to be properly informed and not misled. Sufficient

1448 information includes disclosure of research and analyses performed and might also include

1449 disclosure of research and analyses not performed.

1450 When any portion of the work involves significant mass appraisal assistance, the appraiser

1451 must describe the extent of that assistance. The signing appraiser must also state the name(s)

1452 of those providing the significant mass appraisal assistance in the certification, in accordance

1453 with Standards Rule 6-9.

145¢  (K) describe and justify the model specification(s) considered, data requirements, and the model(s)
1455 chosen;

1456 Comment: The appraiser must provide sufficient information to enable the client and

1457 intended users to have confidence that the process and procedures used conform to accepted

1458 methods and result in credible value conclusions. In the case of mass appraisal for ad valorem

1459 taxation, stability and accuracy are important to the credibility of value opinions. The report

1460 must include a discussion of the rationale for each model, the calibration techniques to be

1461 used, and the performance measures to be used.

1462 (D describe the procedure for collecting, validating, and reporting data;

1463 Comment: The report must describe the sources of data and the data collection and validation

1464 processes. Reference to detailed data collection manuals must be made, as appropriate,

1465 including where they may be found for inspection.

1466  (m) describe calibration methods considered and chosen, including the mathematical form of the
1467 final model(s); describe how value conclusions were reviewed; and, if necessary, describe the
1468 availability of individual value conclusions;

1469  (m) when an opinion of highest and best use, or the appropriate market or market level was
1470 developed, discuss how that opinion was determined;

1471 Comment: The mass appraisal report must reference case law, statute, or public policy that

1472 describes highest and best use requirements. When actual use is the requirement, the report

1473 must discuss how use-value opinions were developed. The appraiser’s reasoning in support of

1474 the highest and best use opinion must be provided in the depth and detail required by its

1475 significance to the appraisal.

1476 (o) identify the appraisal performance tests used and set forth the performance measures attained;
1477 {p) describe the reconciliation performed, in accordance with Standards Rule 6-7; and

% See Advisory Opinion 28, Scope of Work Decision. Performance. and Disclosure and Advisory Opimon 29. 4n Acceptable Scope of
Work.
7 See Advisory Opinion 31, Assignments Involving More than One Appraiser.
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STANDARD 6 :

Q) include a signed certification in accordance with Standards Rule 6-9.

Standards Rule 6-9 . -

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

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

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

— the reported analyses, opinions, and conclusions are limited only by the reported
assumptions and limiting conditions, and are my personal, impartial, and unbiased
professional analyses, opinions, and conclusions.

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

— I have performed no (or the specified) services, as an appraiser or in any other capacity,
regarding the property that is the subject of this report within the three-year period
immediately preceding acceptance of this assignment.

—_ I have no bias with respect to any property that is the subjéct of this report or to the
parties involved with this assignment.

— my engagement in this assignment was not contingent upon developmg or reporting
predetermined results

— my compensatlon for completing this assignment is not contingent upon the reporting
of a predetermined value or direction in value that favors the cause of the client, the
amount of the value opinion, the attainment of a stipulated result, or the occurrence of
a subsequent event diréctly related to the intended use of this appraisal.

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

— 1 have (or have not) made a personal inspection of the properties that are the subject
of this report. (1f more than one person signs the report, this certification must clearly
specify which vindividuals did and which individuals did not make a personal
inspection of the appraised property.)®

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

Comment: The above certification is not intended to disturb an elected or appointed assessor’s
work plans or oaths of office. A signed certification is an integral part of the appraisal report.
An appraiser, who signs any part of the mass appraisal report, including a letter of transmittal,
must also sign this certification.
In an assignment that includes only assignment results developed by, the real” property
appraiser(s), any appraiser(s) who signs a certification accepts full responsibility for all
“elements of the certification, for the assignment results, and for the contents of the appraisal
report. In an assignment that includes personal property assignment results not developed by
the real property appraiser(s), any real property appraiser(s) who signs a certification accepts
full responsibility for the real property elements of the certification, for the real property
assignment results, and for the real property contents of the appraisal report.

In an assignment that includes only assignment results developed by the personal bropcrty
appraiser(s), any appraiser(s) who signs a certification accepts full responsibility for all

-

% See Advisory Opinion 2, Inspection of Subject Property
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STANDARD 6

1523 clements of the certification, for the assignment results, and for the contents of the appraisal
1524 report. In an assignment that includes real property assignment results not developed by the
1525 personal property appraiser(s), any personal property appraiser(s) who signs a certification
1526 accepts full responsibility for the personal property elements of the certification, for the
1527 personal property assignment results, and for the personal property contents of the appraisal
1528 report.

1529 When a signing appraiser(s) has relied on work done by appraisers and others who do not sign
1530 the certification, the signing appraiser is responsible for the decision to rely on their work.
1531 The signing appraiser(s) is required to have a reasonable basis for believing that those
1532 individuals performing the work are competent. The signing appraiser(s) also must have no
1533 reason to doubt that the work of those individuals is credible.

1534 The names of individuals providing significant mass appraisal assistance who do not sign a
1535 certification must be stated in the certification. It is not required that the description of their
1536 assistance be contained in the certification, but disclosure of their assistance is required in
1537 accordance with Standards Rule 6-8(j).%

¥ See Advisory Opinion 31, Assignments Involving More than One Appraiser.
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< STANDARD 7

Standards Rule 7-2

STANDARD 7: PERSONAL PROPERTY APPRAISAL, DEVELOPMENT -

In developing 4 personal property appralsal an appraiser must identify the. problem to be solved,
‘determine the scope of work necessary to solve the problem, and correctly complete research and

analyses necessary to produce a credible appraisal. .
Comment: STANDARD 7 is dlrected toward the substantive aspects of developing a credible
appraisal of personal property. The réquirements set forth in STANDARD 7 follow the
appraisal development 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 7-1 -

LIn‘devéloping a pérsonal 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; + -
Comiment: This Standards Rule‘recognizes that change continues to affect the manner in
which appraisers perform appraisal services. Changes and developments in personal property
practice have a substantial impact on the appraisal profession. Important changcs in the cost
and manner of»acqumng, producing, and marketing personal property and changes in the legal
framework in which appraisers perform their assignments result in the need for corresponding
changes in personal property appraisal theory and practice. Social change has also had an
effect on appraisal theory and practlcc The appraisal profession responds to changmg
circumstances with revised and new appraisal methods and techniques. Therefore, it is not
sufficient for appraisers’to maintain the skills and the knowledge they possess when they
become appraisers. Each appraiser must improve and update his or her skills and knowledge
to remain proficient in the appraisal of personal property. ‘

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

1
. Comment: An appraiser must use sufficient care to avoid errors that would siéniﬁcantly affect
his or her opinions and conclusions. Diligence is rcqmred to identify and analyze the factors,
conditions, data, and other information that would have a significant effect on the credibility
of the assignment results. ;

(c) not render appraisal services in a careless or negligent manner, such as by making a series of
errors that, although individually might not significantly affect the results of an appraisal, in the
aggregate affect the credibility of those results. g

Comment: Perfection is impossible to attain, and competence does not require perfection.

. However, an appraiser must not render appraisal services in a careless or negligent manner.
This Standards Rule requires an appraiser to use due diligence and care,

.

In devel&ﬁing a personal property appraisal, an appraiser must:

(®) identify the client and other intended users;™.

a

™ See Advisory Opinion 36, Identification and Disclosure of Chent, Intended Use. and Intended Users. ,
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STANDARD 7

(b) identify the intended use of the appraiser’s opinions and conclusions;”
Comment: An appraiser must not allow the intended use of an assignment or a client’s
objectives to cause the assignment results to be biased.

(c) identify the type and definition of value. If the value opinion to be developed is market value,
ascertain whether the value is to be the most probable price:

i) in terms of cash; or

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

(iii) in other precisely defined terms; and

@iv) if the opinion of value is to be based on non-market financing or financing with unusual

conditions er incentives, the terms of such financing must be clearly identified and the
appraiser’s opinion of their contributions to or negative influence on value must be
developed by analysis of relevant market data;

Comment: When reasonable exposure time is a component of the definition for the
value opinion being developed, the appraiser must also develop an opinion of
reasonable exposure time linked to that value opinion.

) identify the effective date of the appraiser’s opinions and conclusions;

(e) identify the characteristics of the property that are relevant to the type and definition of value
and intended use of the appraisal, including:

H sufficient characteristics to establish the identity of the item including the method of
identification;™
(i) sufficient characteristics to establish the relative quality of the item (and its component

parts, where applicable) within its type;
(iii) all other physical and economic attributes with a material effect on value;

Comment: Some examples of physical and economic characteristics include
condition, style, size, quality, manufacturer, author, materials, origin, age,
provenance, alterations, restorations, and obsolescence. The type of property, the
type and definition of value, and intended use of the appraisal determine which
characteristics have a material effect on value.

(iv) the ownership interest to be valued;

w) any known restrictions, encumbrances, leases, covenants, contracts, declarations, special
assessments, ordinances, or other items of a similar nature if relevant to the assignment;
and

(vi) any real property or intangible items that are not personal property but which are
included in the appraisal;

Comment on (1)-{vi): The information used by an appraiser to identify the property
characteristics must be from sources the appraiser reasonably believes are reliable.

An appraiser may use any combination of a property inspection and documents or
other resources to identify the relevant characteristics of the subject property.

" See Advisory Opinion 36, /dentification and Disclusure of Client, Intended Use, and Intended Users
ke

See Advisory Opinion 2, Inspection of Subject Property.
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STANDARD 7

.When appraising proposed .modifications, an appraiser must examine and have
.available for future examination, documentation sufficient to identify the extent and
character of the proposed modifications.

An appraiser may not be requxred to value the whole when the subject of the
appraisal is a fractional interest, a physical segment ora pamal holding.

® identify any extraordinary assumptlons necessary in the assignment;
. R *
Comment: An extraordinary assumption may be used in an assignment only if:

e it is required to properly develop credible opinions and conclusions;

e the appraiser has a reasonable basis for the extraordinary assumption;
e use of the extraordinary assumption results in a credible analysis; and
e the appraiser comphes with the disclosure requirements set forth in USPAP for
extraordinary assumptions.
(2 identify any hypothetical conditions necessary in the assignment; and

. Comment: A hypothetical condition mayvbe used in an assignment only if:

. * use of the hypothetical condition is clearly rcquircd for legal purposes, for purposes
of reasonable analysis, or for purposes of comparison;
e useofthe hypothetical condition'results in a credible analy51s and
e .the appraiser complies with the dlsclosure requlrements set forth in USPAP for
hypothetical conditions. . ¥
§ E
h) determine the scope of work necessary to produce credible a551gnment results in accordance with
" the SCOPE OF WORK RULE.”

4

" Standard Rule 7-3

In developmg a personal property appraisal, when necessary for credible assignment results, an
apprmser must: ' o

(a) analyze the property’s current use and alternative uses as relevant to the type and definition of

. value and intended use of the appraisal; .
Comment: In the context of personal property, value can be a function of the hoice of the
appropriate market or, in some cases, market level for the type of item, the type and definition
of value, and the intended use of the appralsal .

The appralser must consider the various uses of the property when v1ab1e altemanve uses
exist and when those’ alternatlve uses may result in a dlﬁ‘crent value:

- v

(b) define and analyze the appropriate market consistent with the type and definition of value; and

Comment: The appraiser must recognize that there are distinct levels of trade (measureable
marketplaces‘) and each may ‘generate its own data. For example, a property may have a
different value at a wholesale level of trade, retail level of trade, or under various auction
conditions. Therefore, the appralser must analyze.the subject propcrty within the correct
market context. -

¥
” See Advisory Opinion 28f ‘Scope of Work Decision, Performance, and Dusclosure, and Advisory Opinton 29, An Acceptable Sco;;e of
Work. u ’
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STANDARD 7

©)

analyze the relevant economic conditions that exist on the effective date of the valuation,
including market acceptability of the property and supply, demand, scarcity or rarity.

Standards Rule 7-4

In developing a personal property appraisal, an appraiser must collect, verify, and analyze all
information necessary for credible assignment results.

(a)

(b)

(©)

(d)

(e)

®

When a sales comparison approach is necessary for credible assignment results, an appraiser
must analyze such comparable sales data as are available to indicate a value conclusion.

When a cost approach is necessary for credible assignment results, an appraiser must:

@) analyze such comparable cost data as are available to estimate the cost new of the
property; and

(i) analyze such comparable data as are available to estimate the difference between cost
new and the present worth of the property (accrued depreciation).

When an income approach is necessary for credible assignment results, an appraiser must:

(] analyze such comparable data as are available to estimate the market income of the
property;

(ii) analyze such comparable operating expense data as are available to estimate the
operating expenses of the property;

(iii) analyze such comparable data as are available to estimate rates of capitalization and/or
rates of discount; and

(iv) base projections of future income and expenses on reasonably clear and appropriate
evidence,

Comment: An appraiser must, in developing income and expense statements and
cash flow projections, weigh historical information and trends, current supply and
demand factors affecting such trends, and competition.

When developing an opinion of the value of a lease, leased, or encumbered property, an
appraiser must analyze the effect on value, if any, of the terms and conditions of the lease(s) or
encombrances.

When appraising multiple objects, the appraiser must consider the significance of the value of
the individual assets to the assignment results. Those objects which are more significant to the
assignment results should be the focus of the analysis and analyzed in appropriate detail.

Comment: A group of objects may have a mix of high and low value items. Those objects
that are more significant to the assignment results should be subject to a greater and
appropriate depth of analysis.

When analyzing the assemblage of the various component parts of a property, an appraiser must
analyze the effect on value, if any, of the assemblage. An appraiser must refrain from valuing the
whole solely by adding together the individual values of the various component parts.

Comment: Although the value of the whole may be equal to the sum of the separate parts, it
also may be greater than or less than the sum of such parts. Therefore, the value of the whole
must be tested by reference to appropriate data and supported by an appropriate analysis of
such data.
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STANDARD 7

@®

(h)

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

When analyzing anticipated modifications to the subject property, an appraiser must analyze the
effect on value, if any, of such modifications to the extent they are reflected in market actions.

When real property or intangible items are included in the appraisal, the appraiser must analyze
the effect on value of such non-personal property items.

Comment: When the scope of work includes an appraisal of real property or intangible items,
_competency in real property appraisal (se¢ STANDARD 1) or businiess appraisal (see

STANDARD 9) is required. In addition,. competency in other types of personal property
outside of the appraiser’s specialty -area may be necessary (see, STANDARD 7 and the ©
COMPETENCY RULE).

2 . 3

Standards Rule 7-5

When developing an opinion of market value, an appralser must, if such lnformatlon is available to the
appraiser in the normal course of business:™

@)

(b)

analyze all agreements of sale, validated offers or third-party offers to sell, options, and listings
of the subject property cirrent as of the effectlve date of the appralsal if warranted by the
intended use of the appraisal; and “

analyze all prior sales of the siibject property that occurred within a reasonable and apphcable
time period if relevant given the intended use of the appraisal and property type.

El

Commeiit: The data needed for the required analyses in‘Standards Rule 7-5(a) and 7-5(b)

may not be available or relevant in all assignments. See the Comments to Standards Rules 8-
2(a)(viii) and 8-2(b)(viii) for corresponding reporting requirements.

»

Standards Rule 7-6

In deveioping a personal property appraisal, an appraiser must:

(2)

(b)

reco';lcile the quality a;ld quantity of data-available- and analyzed within the approach or
approaches used; and

reconcile the applicability and relevance of the approach or a;)proaches, methods and techniques

. used to arrive at the value conclusion(s).

™ See Advisory Opmion 24, Normal Course of Busmess. v
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STANDARD 8

STANDARD 8: PERSONAL PROPERTY APPRAISAL, REPORTING

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

Comment: STANDARD 8 addresses the content and level of information required in a report
that communicates the results of a personal property appraisal.

STANDARD 8 does not dictate the form, format, or style of personal property appraisal
reports, which are functions of the needs of intended users and appraisers. The substantive
content of a report determines its compliance.

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;

(b) contain sufficient information to enable the intended users of the appraisal to understand the
report properly; and

(c) clearly and accurately disclose all assumptions, extraordinary assumptions, hypothetical
conditions, and limiting conditions used in the assignment.

Standards Rule 8-2

Each written personal property appraisal report must be prepared under one of the following options
and prominently state which option is used: Appraisal Report or Restricted Appraisal Report.75

Comment: When the intended users include parties other than the client, an Appraisal Report
must be provided. When the intended users do not include parties other than the client, a
Restricted Appraisal Report may be provided.

The essential difference between these two options is in the content and level of information
provided. The appropriate reporting option and the level of information necessary in the
report are dependent on the intended use and intended users.

An appraiser must use care when characterizing the type of report and level of information
communicated upon completion of an assignment. An appraiser may use any other label in
addition to, but not in place of, the label set forth in this Standard for the type of report
provided.

The report content and level of information requirements set forth in this Standard are
minimums for each type of report. An appraiser must supplement a report form, when
necessary, to ensure that any intended user of the appraisal is not misled and that the report
complies with the applicable content requirements set forth in this Standards Rule.

A party receiving a copy of an Appraisal Report or Restricted Appraisal Report in order to
satisfy disclosure requirements does not become an intended user of the appraisal unless the
appraiser identifies such party as an intended user as part of the assignment.

™ Sec Advisory Opimon 11, Content of the Appraisal Report Options of Standards Rules 2-2, 8-2, and 10-2 and Advisory Opinion 12,
Use of the Appraisal Report Options of Standards Rules 2-2, 8-2, and 10-2.

USPAP 2016-2017 Edition
©The Appraisal Foundation

LI . NS

GVSUD 200748

55



1755
1756

1757
1758

1759
1760
1761
1762
1763

1764
1765
1766

1767

1768
1769

1770

1771

1772
1773

1774

1775
1776
1777

1778
1779
1780

1781
1782

1783 -
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STANDARD 8

)]

The content of an Appralsal Report must be consistent with the intended use of the appraisal
and, at a minimum:

®

(i)

. (i)

@iv)
'

(vi)

state the identity of the client, unless the cli¢nt has speciﬁgally requested otherwise; state
the identity of any intended users by name or type;’*

Comment: An appraiser must use care when identifying the client to avoid violations of the
Confidentiality section of the ETHICS RULE. If a client.requests that the client’s identity be
withheld from the report, the appraiser may comply with this request. In these instances, the
appralser must document the identity of the client in the workfile and must state in the report
that the identity of the client has been withheld at the client’s request.

Types of intended users of the report might inclide parties such as lenders,
employees of government agencies, pariners of a client, and a client’s attorney and
accountant, ¢

state the intended use of the appraisal;77

summarize information sufficient to identify the property involved in the appraisal,
mcludmg the physical and economic property characteristics relevant to the assignment;

state the property interest appraised;

K

state the type and definition of value and cite the source of the definition;"

Comment: Stating the definition of value also requires any comments needed to
clearly indicate to the intended users how the definition is being applied.
3

When reporfing an opinion of market value, state whether the opinion of value is:
Rl £ ¥
“ & interms of cash or of financing terms equivalent to cash, or
e based on non-market financing or financing with unusual conditions or
incentives. '
" ¥ *
When an opinion of market value is not in terms of cash or based on financing terms
equivalent to cash, summarize the terms of such financing and explain their
contributions to or negative influence on value.

When an opinion of reasonable exposure time has been developed in compliance
with Standards Rule 7-2(c), the opinion must be stated in the report. 78

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

Comment: The effective date of the appraisal establishes the context for the value
opinion, while the date of the report indicates whether the perspective of the
appraiser on the market and property as of the effective date of the appraisal was
prospective, current, or retrospective. .

i

%
7

"

9

56

See Advisory Opinion 36, ld;ntﬁmlio‘n and Disc!o.sur; af Chent, Intended Use, and Intended Users.

See Advisory Opinion 36, }dénnﬁcation and Disclosure of Client, Intended Use, and Intended Users.

See Advisory Opinion 7, Marketing Time Opnions, and Advisory Opi;lion 35, Reasonable Exposure Time in Real and Personal
Property Opinions of Value.

See Advisory Opinion 34, Rel.rospec{;ve and Prospective Value Opinions.
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STANDARD 8

1788 (vii)  summarize the scope of work used to develop the appraisal; *

1789 Comment: Because intended users” reliance on an appraisal may be affected by the

1790 scope of work, the report must enable them to be properly informed and not misled.

1791 Sufficient information includes disclosure of research and analyses performed and

1792 might also include disclosure of research and analyses not performed.

1793 When any portion of the work involves significant personal property appraisal

1794 assistance, the appraiser must summarize the extent of that assistance. The name(s)

1795 of those providing the significant personal property appraisal assistance must be

1796 stated in the certification, in accordance with Standards Rule 8-3.%

1797 (viii) summarize the information analyzed, the appraisal methods and techniques employed,
1798 and the reasoning that supports the analyses, opinions, and conclusions; exclusion of the
1799 sales comparison approach, cost approach, or income approach must be explained;*
1800 Comment: An Appraisal Report must include sufficient information to indicate that

1801 the appraiser complied with the requirements of STANDARD 7. The amount of

1802 detail required will vary with the significance of the information to the appraisal and

1803 with the significance of a particular object or group of objects to the overall

1804 assignment results.

1805 The appraiser must provide sufficient information to enable the client and intended

1806 users to understand the rationale for the opinion and conclusions, including

1807 reconciliation of the data and approaches, in accordance with Standards Rule 7-6.

1808 When reporting an opinion of market value, a summary of the results of the analysis

1809 of the subject sales, offers, options, and listings in accordance with Standards Rule 7-

1810 5 is necessary. If such information was unobtainable, a statement on the efforts

1811 undertaken by the appraiser 1o obtain the information is required. If such information

1812 is irrelevant, a statement acknowledging the existence of the information and citing

1813 its lack of relevance is required.

1814 (ix) state, as appropriate to the class of personal property involved, the use of the property
1815 existing as of the date of value and the use of the property reflected in the appraisal;
1816 Comment: In the context of personal property, value can be a function of the current

1817 and alternative use of the subject property, the choice of the appropriate market or

1818 market level for the type of item, the type and definition of value, and intended use

1819 of the report.

1820 (x) when an opinion of the appropriate market or market level was developed by the
1821 appraiser, summarize the support and rationale for that opinion;

1822 (xi) clearly and conspicuously:

1823 s state all extraordinary assumptions and hypothetical conditions; and

1824 e  state that their use might have affected the assignment results; and

¥ See Advisory Opinion 28, Scope of Work Deciston, Performance, and Disclosure and Advisory Opmion 29, An Acceptable Scope of
Work.
See Advisory Opimion 31, dssignments Involving More than One Appraiser.

See Advisory Opinion 2, Inspection of Subject Property.
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STANDARD 8

€

1825 (xii)  include a signed certification in accordance with Standards Rule 8-3.

1826  (b) The content of a*Restricted Appraisal Report' must be consistent with the intended use of the
1827 appraisal and, at a minimum:

1828 ()] state the identity of the client, unless the client has specifically requested otherwise;*
1829 and stat€ a prominent use restriction that limits use of the report to the client and warns
1830 **  that the rationale for how the appraiser arrived at the opinions and conclusions set forth
1831 in the report may not be understood properly without additional information in the
1832 "appraiser’s workfile; .
1833 Commeni: An appraiser must use care when identifying the client to avoid violations
1834 of the Confidentiality section of the ETHICS RULE. If a client requests that the
1835 client’s identity be withheld from the report, the appraiser may comply with this
1836 request.- In these instances, the appraiser must document the identity of the client in
1837. the workfile and must state in the report that the identity of the client has been
1838 = withheld at the client’s request
1839 The Restricted Appraisal Report is for client use only. Before entering into an
1840 agreement, the appraiser should establish with the client the situations where this
1841 type- of report is to be used and should ensure that the client understands the
1842 restricted utility of the Restricted Appraisal Report.
1843 (i) state the intended use of the appraisal;* ‘ '
1844 Comment: The intended use of the appraisal must be consistent with the limitation
1845 . on use-of the Restricted Appraisal Repon option in this Standards Rule (1 e.; client
1846 : use only). - -
1847 (iii) state information sufficiént to identify the property involved in the appraisal;
1848 “ (iv)"  state the property interest appraised;
1849 ™) state the type of value and cite the source of its definition;*
= . . . ¥ 3
1850 Comment: When an opinion of reasonable exposure time has been developed in
1851 ' compliance with Standards Rule 7-2(c), the opinion must be stated.in the report.
1852 (vi) state the effective date of the appraisal and the date of the report;®
1853 Comment The effective date of the appraisal establishes the context for the value
1854 . opinion, while thé date of the report indicates whether the perspective of the
1855 appraiser on the market and property as of the’effective-date’ of the appraisal was
1856 prospective, current, or retrospective.
1857 (vii)  state fhe scope of work used to develop the appraisal;*’

W - ty

¥ See Advisory Opinion 36, Igenliﬁc&tion and Disclosure of Client, Intended Use, and Intended Users

See Advisory Opinion 36, Identification and Disclosure of Client, Intended Use, and Intended Users.

3 [y

Sce Advisory Opwmion 7, Marketing Time Opinions, and Advisory Opmlon 35, Reasonable Exposure Time in Real and Personal

Property Opimons of Value. >

*  See Advisory Opinion 34, Retrospective and Prospective Value Opinions. *
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STANDARD 8

1858 Comment: Because the client’s reliance on an appraisal may be affected by the scope

1859 of work, the report must enable them to be properly informed and not misled.

1860 Sufficient information includes disclosure of research and analyses performed and

1861 might also include disclosure of research and analyses not performed.

1862 When any portion of the work involves significant personal property appraisal

1863 assistance, the appraiser must state the extent of that assistance. The name(s) of those

1864 providing the significant personal property appraisal assistance must be stated in the

1865 certification, in accordance with Standards Rule 8-3.%

1866 (viii)  state the appraisal methods and techniques employed, state the value opinion(s) and
1867 conclusion(s) reached, and reference the workfile; exclusion of the sales comparison
1868 approach, cost approach, or income approach must be explained; »

1869 Comment: An appraiser must maintain a specific, coherent workfile in support of a

1870 Restricted Appraisal Report. The contents of the workfile must include sufficient

1871 information to indicate that the appraiser complied with the requirements of

1872 STANDARD 7 and for the appraiser to produce an Appraisal Report.

1873 When reporting an opinion of market value, information analyzed in compliance

1874 with Standards Rule 7-5 is significant information that must be disclosed in a

1875 Restricted Appraisal Report. If such information was unobtainable, a statement on

1876 the efforts undertaken by the appraiser to obtain the information is required. If such

1877 information is irrelevant, a statement acknowledging the existence of the information

1878 and citing its lack of relevance is required.

1879 (ix) state, as appropriate to the class of personal property involved, the use of the property
1880 existing as of the date of value and the use of the property reflected in the appraisal;
1881

1882 Comugent: In the context of personal property, value can be a function of the current

1883 and alternative use of the subject property, the choice of the appropriate market or

1884 market level for the type of item, the type and definition of value, and intended use

1885 of the report.

1886 (x) when an opinion of the appropriate market or market level was developed by the
1887 appraiser, state that opinion;

1888 (xi) clearly and conspicuously:

1889 e state all extraordinary assumptions and hypothetical conditions; and

1890 e  state that their use might have affected the assignment results; and

1891 (xii) include a signed certification in accordance with Standards Rule 8-3.

1892 Standards Rule 8-3

1893 Each written personal property appraisal report must contain a signed certification that is similar in
1894 content to the following form:

¥ See Advisory Opinion 28, Scope of Work Decision, Performance, and Disclosure and Advisory Opmion 29, dn Acceptable Scope of
Work.

¥ See Advisory Opwnon 31, Assignments Involving More than One Appraiser.

¥ See Advisory Opumion 2, Inspection of Subject Property.
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STANDARD 8

¥

1895 T certify that, to the best of my knowledge and belief:

1896 — the statements of fact contained in this report are true and correct.

1897 — " the reported analyses, opinions, and conclusions are limited only by the reported
1898 assumptions” and limiting conditions and are my personal, impartial, and unbiased
1899 professional analyses, opinions, and conclusions. .

1900 — I have no (or the specified) present or prospective interest in the property that is the
1901 ‘ subject of this report and no (or the .specified) personal interest with respect to the
1902 ™ parties involved. .

1903 — I have performed no (or the specified) services, as an appraiser or in any other
1904 capacity, regarding the property that is the subject of this report within the three-year
1905 . period immediately preceding acceptance of this assignment.

1906 — I have no bias with respect to the property that is the subject of this report or to the
1907 parties involved with this assignment.

1908 —_ my engagement in this assignment was not contingent upon developing or reporting
1909 predetermined results.

1910 — my compensation for completing this assignment is not contingent upon the
1911 devélopment or reporting of a predetermined value or direction in value that favers
1912 the cause of the client, the amount of the value opinion, the attainment of a stipulated
1913 result, or the occurrence of a subsequent event directly related to the intended use of
1914 this appraisal.

1915 — my analyses, opinions, and conclusions were developed, and this report has been
1916 prepared, in conformity with the Uniform Standards of Professional Appraisal Practice.
1917 — I have (or have not) made a personal inspection of the property that is the subject of
1918 this report. (If more than one person signs this certification, the certification must
1919 clearly specify which individuals did and which individuals did not make a personal
1920 inspection of the appraised property.)”

1921 — _no one provided significant personal property appraisal assistance to the person
1922 signing this certification. (If there are exceptions, the name of each individual
1923 providing significant personal property appraisal assistance must be stated.)

1924 Comment: A signed certification is an integral part of the appraisal report. An appraiser who:

1925 signs any part of the appraisal report, including a letter of transmittal, must also sign this

1926 certification.

1927 In an assignment that includes only assignment results developed by the personal property

1928 appraiser(s), any appraiser(s) who signs a ‘certification accepts full responsibility for all

1929 elements of the certification, for the assignment results, and for the contents of the appraisal

1930 report. In an assignment that includes real property, business or intangible asset assignment

1931 results not developed by the personal property appraiser(s), any personal property appraiser(s)

1932 who signs a certification accepts full responsibility for the personal property elements of the

1933 certification, for the personal property assignment results, and for the personal property

1934 contents of the appraisal report.

1935 When a signing appraiser(s) has relied on work done by appraisers and others who do not sign

1936 the certification, the signing appraiser is responsible for the decision to rely on their work.

1937 The signing appraiser(s) is required to have a reasonable basis for believing that those

1938 individuals performing the work are competent. The signing appraiser(s) also must have no

1939 reason to doubt that the work of thése individuals is credible.”’

% See Advisory Opinion 2, Inspection of Subject Property.
9 See Advisory Opinion 5, Assisiance in the Preparation of an Appraisal.
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STANDARD 8

1940 The names of individuals providing significant personal property appraisal assistance who do
1941 not sign a certification must be stated in the certification. It is not required that the description
1942 of their assistance be contained in the certification, but disclosure of their assistance is
1943 required in accordance with Standards Rule 8-2(a)(vii) or 8-2(b)(vii) as applicable.”

1944 Standards Rule 8-4

1945 To the extent that it is both possible and appropriate, an oral personal preperty appraisal report must
1946 address the substantive matters set forth in Standards Rule 8-2(a).

1947 Comment: See the RECORD KEEPING RULE for corresponding requirements.

G2

See Advisory Opumon 31, Assignments Involving More than One Appraiser
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STANDARD 9 . ) :

STANDARD 9: BUSINESS APPRAISAL, DEVELOPMENT '

In developing an appraisal of ‘an interest in a’ business enterprise or intangible asset, an appraiser must
identify the problem to be solved, determine the §copq of work necessary to solve the problem, and
correctly complete the research an analyses necessary to produce a credible appraisal.
Comment: STANDARD 9 is directed toward the substantive aspects of developing a credible
appraisal of an interest in a business enterprise or intangible asset. ’

Standards Rule 9-1 °

In developing an appraisal of an interest in a business enterprise or intangible asset, an appraiser must:
(a) be aware of, understand, and correctly employ those recognized approaches, methods and
procedures that are nécessary to produce a credible appraisal;

Comment: Changes and developments in the economy and in investment- theory have a
substantial impact on the business and intangible asset appraisal profession. Important
changes in the financial arena, securities regulation, financial reporting requirements, and law
' may result in corresponding changes in appraisal theory and practice.
(b) not commit a substantial error of omission or commission that significantly affects an appraisal;
and

Comment: An appraiser must use sufficient care to avoid errdrs that would significantly affect
his or her opinions and conclusions. Diligence is required to identify and analyze the factors,
conditions, data, and other information that would have a significant effect on the credibility’
of the assignment results.

(c) not render appraisal services in a careless or negligent manner, such as by making a series of
errors that, although mdwndually mlght not significantly affect the results of an appraisal, in the
.aggregate affect the credlblhtx of those results. - - ® *

Comment: Perfection is impossible to attain, and competence doés not-require perfection.

However, an appraiser must not render appraisal services in a careless or negligent manner.

This Standards Rule requires ai appraiser to use due diligence and due care.

Standards Rule 9-2

@

In developing an appraisal of an interest in a business enterprise or intangible asset, an appraiser must:
(a) identify the client and other intended users;*
{b) - identify the'intended use of the appraiser’s opinions and conclusions;”*

Comment: An appraiser must not allow the intended use of an assignment or a client’s,
objectives to cause the assignment results to be biased. g

(0) identify the standard (type) and definition of value and the premise of value;

H

? See Advisory Opinton 36, Identification and bzsclosure of Client, Intended Use, and 1nt§r:ded Users.
% See Advisory Opinion 36, Idennfication and Disclosure of Client, Intended Use, and Intended Users.
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STANDARD 9

1981 (d) identify the effective date of the appraisal;

1982 (e) identify the characteristics of the subject property that are relevant to the standard (type) and
1983 definition of value and intended use of the appraisal, including:

1984 (i) the subject business enterprise or intangible asset, if applicable;

1985 (ii) the interest in the business enterprise, equity, asset, or liability to be valued;

1986 Comment: The interest to be valued may represent all ownership rights or a subset
1987 of those rights, such as a specific right to use the asset.

1988 (iif) all buy-sell and option agreements, investment letter stock restrictions, restrictive
1989 corporate charter or partnership agreement clauses, and similar features or factors that
1990 may have an influence on value;

1991 (iv) the extent to which the interest contains elements of ownership control; and

1992 Comment: The elements of control in a given situation may be affected by law,
1993 distribution of ownership interests, contractual relationships, and many other factors.
1994 W the extent to which the interest is marketable and/or liquid;

1993 Comment on (i)-(v): An appraiser must identify the attributes of the interest being appraised,
1996 including the rights and benefits of ownership.

1997 The information used by an appraiser to identify the property characteristics must be from
1998 sources the appraiser reasonably believes are reliable.

1999 () identify any extraordinary assumptions necessary in the assignment;

2000 Comment: An extraordinary assumption may be used in an assignment only if:

2001 e it is required to properly develop credible opinions and conclusions;

2002 e the appraiser has a reasonable basis for the extraordinary assumption;

2003 + use of the extraordinary assumption results in a credible analysis; and

2004 e the appraiser complies with the disclosure requirements set forth in USPAP for
2005 extraordinary assumptions.

2006 () identify any hypothetical conditions necessary in the assignment; and

2007 Comment: A hypothetical condition may be used in an assignment only if:

2008 e use of the hypothetical condition is clearly required for legal purposes, for purposes
2009 of reasonable analysis, or for purposes of comparison;

2010 » use of the hypothetical condition results in a credible analysis; and

2011 s the appraiser complies with the disclosure requirements set forth in USPAP for
2012 hypothetical conditions.
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3

STANDARD 9 . .

2013 (h) determine the scope of work necessary to produce credible ass1gnment results in accordance with °
2004t the SCOPE OF WORK RULE. %

2015  Standards Rule 9-3

2016  In developing an appraisal‘of an -equity interest in a business enterprise with thie ability to cause
2017 liquidation, an appraiser must investigate the possibility that the business entérprise may havea higher
2018 value by liquidation of all or part of the enterprise than by continued operation as is. If liquidation of all
2019 or part of the enterprise is the indicated premise of value, an appralsal of any real property or personal

2020 property to be llquldated may be appropriate.

2021 Commcnt. This Standards Rule requires the appraiser to recognize that continued operation of
2022 a business is not always the bést premise of value because liquidation' of all or part of the
2023 -enterprise may ‘result in a higher value. Howevef, this typically applies only when the business
2024 equity being appraised is in a position to cause liquidation. If liquidation of all or part of the
2025 enterprise is the appropriate premise of value, the scope of work may include an appraisal of
2026 real property or tangible personal property. If so, competency in real property appraisal
2027 (STANDARD 1) or tangible personal property appraisal (STANDARD 7) is required.

w

2028 Standards Rule 9-4

1
2029 In developing an appraisal of an interest in a business enterprise or intangible asset,’an appraiser must
2030  collect and analyze all infonﬁation necessary for credible assignment results.-

-

2031 (a) An appraiser must develop value opmlon(s) and conclusion(s) by use of one or more approaches
2032 that are necessary for credible ass1gnment résults. =

2033 (b) An app_raiser must, when necessary for credible assignment results, analyze the effect on value, if
2034 any, of: St

2035 (i) the nature and history of the business enterprise or intangible asset;

2036 (ii) financial and economic conditions affecting the business enterprise or intangible asset,
2037 its industry, and the general economy;

2038 (iii)*  past resuls, cufrenf operations, and future prospects of the business enterprise;

2039 (iv) past sales of capital stock or other ownership interests in ‘the business enterprise or
2040 intangible asset beihg appraised;

2041 v) sales of capital stock or other ownership interests in similar business enit_erﬁr\ises‘;

2042 (vi) prices, terms, and conditions affecting past sales of similar ownership interests in the '
2043 asset being appraised or a similar asset; and

2044 (vii) - economic benefit of tangible and intangible assets.

2045 Comment on (i)-(vii): This Standards Rule directs the appraiser to study the prospective and

2046 retrospective aspects of the business enterprise and to study it in terms of the econoniic and

2047 industry environment within which it operates.

&

v
+

% See Adwisory Opinion 28, Scope of Work Decision, Performance, and Disclosure, and Advisory Opinion 29, An Acceptable Scope of
Work.
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STANDARD 9

2048 {c) An appraiser must, when necessary for credible assignment results, analyze the effect on value, if
2049 any, of buy-sell and option agreements, investment letter stock restrictions, restrictive corporate
2050 charter or partnership agreement clauses, and similar features or factors that may influence
2051 value.

2052 (d) An appraiser must, when necessary for credible assignment results, analyze the effect on value, if
2053 any, of the extent to which the interest appraised contains elements of ownership control and is
2054 marketable and/or liquid.

2055 Comment: An appraiser must analyze factors such as holding period, interim benefits, and the

2056 difficuity and cost of marketing the subject interest.

2057 Equity interests in a business enterprise are not necessarily worth the pro rata share of the

2058 business enterprise interest value as a whole. Also, the value of the business enterprise is not

2059 necessarily a direct mathematical extension of the value of the fractional interests. The degree

2060 of control, marketability and/or liquidity or lack thereof depends on a broad variety of facts

2061 and circumstances that must be analyzed when applicable.

2062 Standards Rule 9-5

2063 In developing an appraisal of an interest in a business enterprise or intangible asset, an appraiser must:

2064 (a) reconcile the quality and quantity of data available and analyzed within the approaches,
2065 methods, and procedures used; and
2066 (b) reconcile the applicability and relevance of the approaches, methods and procedures used to
2067 arrive at the value conclusion(s).
2068 Comment; The value conclusion is the result of the appraiser’s judgment and not necessarily
2069 the result of a mathematical process.
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2070

2071
2072

2073
2074
2075

2076
2077
2078

2079
2080
, 2081
2082

2083
2084

2085

2086
2087
2088

2089
2090
2091

2092
2093
2094

2095
2096
2097
2098

2099
2100

2101
2102
2103

STANDARD 10 * .

3 . N S . ) = -

STANDARD 10: BUSINESS A]’PRAISAL, REPORTING

In reporting the resulis of an appraisal of an interest in a business enterprise or intangible asset, an
appraiser must communicate each analysis, opinion, and conclusion in 2 manner that is not misleading.

Comment: STANDARD 10 addresses the content and level of information rcqu1rcd inareport that _
communicates the results of an appraisal of an interest in a business entefprise or intangible asset
» developed under STANDARD 9.

STANDARD 10:does not dictate the form, format, or style of business or intangible asset
.appraisal reports, which are functions of the needsof intended users and appraisers. The

substantive content of a report dctermlncs its compliance.

Standards Rule 10-1 .

o
¥

Each written or oral appraisal report for an interest in a business enterprise or intangible dsset must:.

(a) ‘clearly and accurately set forth the appraisal in 2 manner that will not be misleading;
X .
(b) contain sufficiént information to enable the' intended u'ser(s) to understand the report; and
{c) clearly and accurately disclose all assumptions, extraordiiary assumptions, hypothetical

conditions, and limiting conditions used in the assignment.

Standards Rule 10-2

<
- - -

Each written appraisal report for an interest in a business enterprise or intangible asset must be
prepared in accordance with one of the followmg options and prominently. state which optlon is used:
Appraisal Report or Restricted Appralsal Report.”

Comment; When the inténded users include parties other than the client, an Appraisal Report

must be provided. When the intended users dé not:include parti'cs other than the client, a

Restricted Appraisal Report may be provided. *

The essential difference between these options is in-the content-and level of information -
provided. The appropriate reporting option arid the level of information necessary in the
report are dependent on the intended use and intended users
An appraiser must use care when characterizing the type of report and level of information

+  communicated upon completion of ah assignment. An appraiser may use any other label in
addition to, but not in place of, the label set forth in this Standard for the type of report
prov1ded - "

The report content and level of information rcqulremems set forth in. this Standard are
minimums for both types of report.

A party receiving a cdpy of an Appraisal Report or Restricted Appraisal Report does not
become an intended usér of the appraisal unless the” appraiser identifies such party as an
intended user as part of the assignment. .

+ 4

% .See Advisory Opimion 11, Content of the Appraisal Report Options of Standards Riiles 22, 8-2. and 10-2, and Advisory Opmion’12,
Use of the Appraisal Report Options of Standards Rules 2-2. 8-2, and 10-2. A
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2104
2105

2106
2107

2108
2109
2110
21H
2112
2113

2114
2115
2116

2117

2118
2119

2120
2121

2122
2123

2124
2125

2126
2127

2128
2129

2130
2131
2132
2133
2134

2135

2136
2137

STANDARD 10

(a) The content of an Appraisal Report must be consistent with the intended use of the appraisal
and, at a2 minimum:

Q) state the identity of the client, unless the client has specifically requested otherwise; state
the identity of any intended users by name or type;”’

Comment: An appraiser must use care when identifying the client to avoid violations
of the Confidentiality section of the ETHICS RULE. If a client requests that the
client’s identity be withheld from the report, the appraiser may comply with this
request. In these instances, the appraiser must document the identity of the client in
the workfile and must state in the report that the identity of the client has been
withheld at the client’s request.

Types of 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.

(ii) state the intended use of the appraisal;*®

(iiii) summarize information sufficient to identify the business or intangible asset and the
interest appraised;

Comment: The identification information must include property characteristics
relevant to the type and definition of value and intended use of the appraisal.

(iv) state the extent to which the interest appraised contains elements of ownership control,
including the basis for that determination;

) state the extent to which the interest appraised lacks elements of marketability and/or
liquidity, including the basis for that determination;

(vi) state the standard (type) and definition of value and the premise of value and cite the
source of the definition;

Comment: Stating the definition of value also requires any comments needed to
clearly indicate to the intended users how the definition is being applied.

(vii) state the effective date of the appraisal and the date of the report;
Comment: The effective date of the appraisal establishes the context for the value
opinion, while the date of the report indicates whether the perspective of the
appraiser on the market or property as of the effective date of the appraisal was
prospective, current, or retrospective.

(viii)  summarize the scope of work used to develop the appraisal;®®

Comment: Because intended users’ reliance on an appraisal may be affected by the
scope of work, the report must enable them to be properly informed and not misled.

7 See Advisory Opinion 36, Identification and Disclosure of Client, Intended Use, and Intended Users

* See Advisory Opnion 36, Identification and Disclosure of Chent, Intended Use, and Intended Users

* See Advisory Opinion 28, Scope of Work Decision, Performance, and Disclosure, and Advisory Opimon 29, An Acceptable Scope of
Work
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2138
2139

2140
2141
2142
2143
2144

2145
2146
2147

2148
2149
2150

2151
2152
2153

2154

2155
2156

2157

2158
2159

2160
2161
2162
2163
2164

2165
2166
2167
2168
2169
2170

2171
2172
2173
2174

STANDARD 10

(b)

Sufficient information includes disclosure of research and analyses performed-and
might also include disclosure of research and analyses not performed.

When any portion of the work involves significant business and/or intangible asset

- appraisal assistance, the appraiser must summarize the extent of that assistance. The
name(s) of those providing the significant business and/or intangible asset appraisal
as'sggtance must bé stated in the certification, in accordance with Standards Rule 10-
3.

(ix) summarize the information analyzed, the appraisal’ procedures- followed, and the
reasoxgmg that supports the analyses, opinions, and conclusions; exclusion of the market
approach, asset-based (cost) approach or income approach must be explained;

Comment: An Appralsal Report must include sufficient information to indicate that
the appraiser complied with the requirements of STANDARD 9. The amount of
detail required will vary with the significance of the information to the appraisal.

The appraiser must provide sufficient information to enable the client and intended
users to understand the ratiohale for®the’opinions and conclusions, including
reconciliation in accordance with Standards Rule 9-5.

(x) cleatly and conspicuously:

‘e state all extraordinary assumptions and hypothétical conditions; and
e state that their use might have affected the assignment results; and

(xi) include a signed certification in accordance with Standards Rule 10-3.

The content of a Restricted Appraisal Report must be consistent with the intended use of the
appraisal and, at a minimum: ’
* &

(i) state the identity of the client, unless the ‘client has specifically requested otl'lerwise;")l
and state 2 prominent use restriction that limits use of the report to the client and wirns
that the ratiénale for how the appraiser arrived at the opinions and'conclusions set forth
in the report. may not be understood properly without additional information in the
appraiser’s workfile; :

Comment: An appraiser must‘use care when identifying the client to avoid violations
of the Confidentiality section of the ETHICS RULE. If a client requests that the
client’s identity be withheld from the report, the appraiser may comply with this
request. In these instances, the appraiser must document the 1dcnt1ty of the client in
the workfile and must state in the rcport that the identity of the client has been
withheld at the chcm s request
The Restricted Appraisal Report is for.client use only. Before entering into an
" agreement, the appraiser should establish with the client‘the situations where this
type of Teport is to be used and should ensure that the client understands the
restricted utility of the Restricted Appraisal Report.

k]

™ See Advisory Opinion 31, Assignments Involving More than One Appraiser.

1Y See Advisory Opinion 36, identification and Disclosure of Client, Intended Use, and Intended Users.
T
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STANDARD 10

2175 (ii) state the intended use of the appraisal;'®

2176 Comment: The intended use of the appraisal must be consistent with the limitation

2177 on use of the Restricted Appraisal Report option in this Standards Rule (i.e. client use

2178 only).

2179 (iii) state information sufficient to identify the business or intangible asset and the interest
2180 appraised;

2181 Comment: The identification information must include property characteristics

2182 relevant 1o the type and definition of value and intended use of the appraisal.

2183 (iv) state the extent to which the interest appraised contains elements of ownership control,
2184 including the basis for that determination;

2185 ) state the extent to which the interest appraised Jacks elements of marketability and/or
2186 liquidity, including the basis for that determination;

2187 (vi) state the standard (type) of value and the premise of value, and cite the source of its
2188 definition;

2189 (vii) state the effective date of the appraisal and the date of the report;

2190 Comment: The effective date of the appraisal establishes the context for the value

2191 opinion, while the date of the report indicates whether the perspective of the

2192 appraiser on the market or property as of the effective date of the appraisal was

2193 prospective, current, or retrospective.

2194 (viif)  state the scope of work used to develop the appraisal; '

2195 Comment: Because the client’s reliance on an appraisal may be affected by the scope

2196 of work, the report must enable them to be properly informed and not misled.

2197 Sufficient information includes disclosure of research and analyses performed and

2198 might also include disclosure of research and analyses not performed.

2199 When any portion of the work involves significant business and/or intangible asset

2200 appraisal assistance, the appraiser must state the extent of that assistance. The

2201 name(s) of those providing the significant business and/or intangible asset appraisal

2202 assistance must be stated in the certification, in accordance with Standards Rule 10-

2203 3.1%

2204 (ix) state the appraisal procedures followed, state the value opinion(s) and conclusion(s)
2205 reached, and reference the workfile; exclusion of the market approach, asset-based
2206 (cost) approach, or income approach must be explained;

2207 Comment: An appraiser must maintain a specific, coherent workfile in support of a

2208 Restricted Appraisal Report. The contents of the workfile must include sufficient

192 See Advisory Opimon 36, Identification and Disclosure of Client, Intended Use, and Intended Users.

1% See Advisory Opinion 28, Scope of Work Decision, Performance. and Disclosure and Advisory Opmson 29, An Acceptable Scope of
Work
1% See Advisory Opinion 31, Assignments Involving More than One Appraiser.
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2209
2210
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2215

216
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2218

2219
2220
2221
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»

2223,

2224
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2227
2228
2229
2230
2231
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2236
2237
2238
2239
2240
2241
2242
2243

2244
2245
2246

2247
2248
2249
2250
2251
2252
2253

STANDARD 10 .

information to indicate that the appraiser complied with the requirements of .
STANDARD 9 and for the appraiser to produce an Appraisal Report.

x) clearly and consplcuously

s ' state all extraordinary assumptions and hypothetical ¢onditions; and
o state that their use might have affected the assignment resuits; and

ar

(xi)" include a signed certification in accordance with Standards Rule 10-3.

.

Standards Rule 10-3

Each written appraisal report for an interest in a business enterprise or intangible asset must contain a
signed certification that is similar in content to the following form:

1 certify that; to the best of my knowledge and belief:

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

t—_ the reported analyses, opinions, and conclusions are limited only by the reported
assumptions and limiting conditions and are my personal, impartial, and unbiased
professional analyses, opinions, and conclusmns.

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

— 1 have performed no (or the speclfied) services, as an appraiser or in any other capacity, :
regarding the property, that is the subject of this report within the tkree-year period-
immediately preceding acceptance of this assignment. '

— I have no bias with respect to the property that is the subject of this report or to the
parties involved with this assignment.

— my engagement in this assignment was not ‘contingent upon developing or reporting
predetermined results. )

— my compensation for completing this assignment is not contingent upon the

" development or reporting of a predetermined value or direction in value that favors

the cause of the client, the amount of the value opinion, the attainment of a stlpulated

result, or the occurrence of a subsequent event directly related to the intended use of

this appraisal.

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

— no one provided significant business and/or intangible asset appraisal assistance to the
pcrson signing this certification. (If there are exceptions, the name of each individual
providing significant business and/or intangible asset appralsal assistance must be
stated.)

Comment: A signed certification is an integral part of the appraisal rcport An appraiser who
signs any part of thé appraisal report, including a letter of transmittal, must also sign this
certification.

In an assignment .that includes only assignment results :developed by the business and/or
intangible asset appraiser(s), any appralser(s) who signs a certification accepts full
responsibility for all elements of the certlﬁcatlon for the assignment results, and for the
contents of the appraisal report.” In .an assignment that includes real property or personal
property assignment results not developed by the business and/or intangible asset appraiser(s),
any business and/or intangible asset appraiser(s) who signs a certification accepts full
responsibility for the business and/or intangible asset elements of the certification, for the

Y
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STANDARD 10

2254 business and/or intangible asset assignment results, and for the business and/or intangible
2255 asset contents of the appraisal report.

2256 When a signing appraiser(s) has relied on work done by appraisers and others who do not sign
2257 the certification, the signing appraiser is responsible for the decision to rely on their work.
2258 The signing appraiser(s) is required to have a reasonable basis for believing that those
2259 individuals performing the work are competent. The signing appraiser(s) also must have no
2260 reason to doubt that the work of those individuals is credible.

2261 The names of individuals providing significant business and/or intangible asset appraisal
2262 assistance who do not sign a certification must be stated in the certification. 1t is not required
2263 that the description of their assistance be contained in the certification but disclosure of their
2264 assistance is required in accordance with Standards Rule 10-2(a)(vii) or 10-2(b)(vii), as
2265 applicable.'”

2266 Standards Rule 10-4

2267  To the extent that it is both possible and appropriate, an oral appraisal report for an interest in a
2268 business enterprise or intangible asset must address the substantive matters set forth in Standards Rule
2269 10-2(a).

2270 Comment: See the RECORD KEEPING RULE for corresponding requirements.

5 See Advisory Opinion 31, Assignments Involving More than One Appraiser.
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