Table of Contents

ABOUT THE AUTHOR ...ttt et e e e e e e et e aaees Il
PREFACE ...t e e e e e et e e e e e e e e aaaaaeaan V
TABLE OF CONTENTS L. e e et e e e et Vi
INTRODUGCTION ...ttt e e e e e e et e e e e e e e e e e et e e s e e aeeeeantaaaaeeaeas 1
WHAT'S NEWV Lot e e e e e e e e e e e e e e e e e e aeranans 2
New, Expanded, Modified DISCUSSIONS .......c.ccuerieieeiieiiiienienieeteeeeeeeeteesieeeaessaessaesseensesseesseenseenseenes 2
USPAP Document Made Searchable, Redesigned ...........cccovveviieiiiiienienie et 2
USPAP Changes to thiS BOOK.........ccueriiiiieiieiiieiieeee ettt ettt et este e sbeensesenesnnes 3
Expanded Table of Contents and INAEX .......c.cccuereieriieiiiriiiiieiee ettt 5
FOOMOES ..ottt sttt et st e ae et enesaeessneeeanee s 5
CHAPTER SYNOPSES ...t e ettt e e e e e e e e e e e e e e e e e eeenees 6
APPraisal TerMINOLOZY .. ...eecviiiieiierieeiieeteetiert et te et estteteetesetesteeseesseessesseesseessesssesnsesseesseenseessenseenseansenns 6
APPIaiSAl PrINCIPLES. ...cuuieiiiiiiiieiieieee ettt ettt et e et e s et et es e esaesaesseessesssessaeseesseenseensesneenseensenns 6
Uniform Standards of Professional Appraisal Practice (USPAP) .......ccooveeiirienieiiee et 7
Ethical Standards of Professional Conduct...........c.cceiiiiiiiinieniininineiceeertetesese et 8
RESEATCH ...ttt ettt e ettt et a e b ettt e e e bt b et st naee 9
DESCIIDING PrOPEILY ..vieueiiiiiieiieeteeetee et te ettt e ettt e e e e ste e et e ebeeebeeesbeessseassseessseesseenseeanseesnsseassaesnsaesnsaensses 9
Writing an APPraisal REPOTL.......c.viecuiiiiiieieiciieeie ettt e etee et e sebeesb e e beessbeessaeessaeeseeesseesnseessseennses 9
The Professional APPIAISET .......ccvieriiiiiieeiieeiiieetterteeeteeteestteesteeebeesbeessaeessseessseessseenseesnsseaseesnseesnseensses 9
Legal Issues Affecting the APPIAiSET .......ccveeeieeiieeiiieiieeieeeieeeteesee et e st e e beesaeessaeestseensesnseeensnesnseeas 10
CHAPTER 1: APPRAISAL TERMINOLOGY ...... it 11
USPARP ettt ettt ettt et e te ettt e a e e et e a e et e b e e e e ettt ehe e Rt e Rt en e eh e entenbe b e ke eneeneeneeneentennans 11
THE IMATKET ...ttt et s h et e e et et e sb e e bt e st et eebe e bt emteen e eneesbeenneas 12
F N 030 ) 7 | OSSR 13
APPTAISAL REVIEWS.....uiiiiiieiie ettt ettt e e et e steeeteeetbeesteeessaeesseesssaesssaessseeanseenssesasseensseenssennsees 15
IMASS APPTAISALS ...vveeeiieiieeiieeiieetie et e et e et e ebeeeeteestbeessee e sbeesseessseensaeessseenseesnseeasseesnsaeansaesssaesnsesnsseesnseennss 15
ASSIZNMENT RESUILS .....oviiiieiiieie ettt ettt e et e sttt e e e et e sse e b e enseensesaeesseenseensesnnennes 16
PersONal INSPECTIONS .....vviiieiiiieiie sttt ettt et e e e et e et e e e seensesssesneesseenseenseessenseenseensessnenssensens 17
REPOTES <.ttt ettt et e bt e s ht e et s sb et e bt e e bt e e bt e sat b e e beese bt e eabeenhbeesab e e nteesnbeenaees 19
O] REPOIES. ..evteiieieiieie ettt ettt et et e e st e tees e e sseesaesseesseenseenseentesseanseenseenseeneenseanseesseensenseensean 19
WOTKEILE. ...ttt ettt b e bt bttt e st st e s b sbesbe bt ebeebe et et e e 20

N o) 2 1 USSR 21
Three Primary Tasks 0f the APPIaiSer......cccuiiiieiiiieriieie ettt ettt ettt sae e ser e e beeste e esaeesaesssaeenseeas 21
Appraiser Task #1: Develop Opinions of VAlUE.........ccceeiiieiieiiiieiie ettt 22
Appraiser Task #2: Estimate Replacement COSES .......cccieivieriieiiiieeieeriieereeeiieerreeeieesveeesreesveesveees 23
Appraiser Task #3: Calculate Present Worth of Income-Producing Property ........ccccoevveevvricveecnnns 23
VAlUATION SEIVICE ... ettt ettt ettt ettt et e ettt s h e s bt et e et e a e e s he et e e st e es e eseesbe et e en e e ebbenseesbeenbeenaesbeene 24
APPTAISAL PTACLICE ..eouviiiiiieiieeiieeciiectie ettt ettt e et e st e stve e tae et beeste e e sbeesseesasaesaseeesseeanseesnseeassesssseenssennsees 24
COMMPELEIICY ..ttt ettt ettt et st e st esa bt e e abe ettt e sat e enate e sbbeemsee e b be e bt e en st e e bt e sabeeeabeesabeeeabeenateasnbeesaneenaseenaees 25
ONIINE APPIAISALS ...eeviiieiieieiie ettt ettt et et e st e et e e et aesseesseenseensesssesseesseanseensensaenseenseensenssenseensens 26
PerSONAl PIOPEILY ...ovviiieiieieeie ettt ettt ettt e et e e ea e et e e e sseenseensessee st enseenseensesssenseenseenseessenseensens 27
Intangible Property (INtangible ASSEIS)......c.ccceeierieruieiieeieseesteetestestesteerseessesseesseesseenseessessaeseenseensesssensens 28
Appreciable vs. Depreciable Personal PrOPErty .........ccoveeciiiierieniieie ettt eee sttt s 29
COMPATADIE PTOPETLIES ....vieviieiiieiieciieeiieet e eite et ete e et este e sttt e aeeetaeestseessaesaseeesseeensaeanseessseesnseessseesseensses 31
Bundle of Rights/OWnership RIGNES.......c.coiiieiiiiiiieie ettt ettt e e aeeaeeeens 32
SCOPE OF WOTK ...ttt ettt ettt e et e et e et e ebaeasbaeeabaeesbeeessaesssaansseesssaessesseeansnennes 34
(] 1<) 1 OO O RUSPRRPUSUST 34
AZENE OF the CHENE ....eiiiiiiiiiciiect ettt et e et e et e e e tbee st eesbeessbeensbeesbeeesseensseeseaenseesnsaenseens 36

JNe= 106 (=T B TR 37



(3T 11031 TSRS 38
INEENAEA USETS ...ttt ettt ettt b e sb e b e bt ebe e st e st eab et et e sbesaesbesueevee 39
ValUue V. COSE VS. PTICE c..cuviiiiiiitiiiieieetet ettt ettt st b st eb e sttt et s sa e 41
VAIUE ..ottt h etk b bt b e a bbbt b ettt be b b eae 42
Objective vs. SuUbjectiVve INterPIetation .......ccviveeieeiiiiieeeiieeieeete et eeeeestteesiee e e e reesebeeenreeseseeenseennns 42
oS 6] 011018 A USRS 43
COSE ANA PTICE ...ttt ettt ettt et s a e b et ea bt st sae et e et eat e e bt e bt enteentens 44
ASSIGNMENE CONAITIONS. ...eeuvieeiiieiiieeieeiiie et esie e ettt esteesteesteeeteeebeeesseessseessseessseesssesssesenssesnssessseesseessseenssens 45
Some “Other” Assignment Conditions Cause UNCErtainties ..........ceereeereeerieeeieesireeniieesveesreeseeeeseeenns 46
Unacceptable Assignment CONAILIONS .........cccuieeiuieiiieeiiieniieeieesieesteesteeetveesseeesaesseessseessseessesnsseens 49
Limiting CONAITIONS. .....ueeieeiieetietieiieteste st eteetesteseesseeseessesaesseesseasseesseessesseenseanseassesssesseenseensesssessnesseeses 50
EXtraordinary ASSUIMPLIONS .......cc.eeveruiertiertieieeeteseesteesteesesssesseesseasseassesssaseenseanseessessaenseessessesssesseensesssesnses 50
HypothetiCal COMAITION. .....cc.vertieiieiieiiestieie et ette et ste st et et e ste et e et e sseenseenteenseeseassaenseessesnsesseesseenseensesnnes 52
JUriSAICtioNAl EXCEPLION . .eeuvieuiieiiieiieeiietieiee ettt st e sttt et e ee st e steest e enbeesbesseeseensesssesnnesseenseensesnnes 53
Purpose of an Assignment (Appraisals, Appraisal REVIEWS) .......ccccievvieiiiriienieniieiieieeieeese e 53
A 2 4 OO TSRS 55
LeVelS OF TTAAE ...ccueiiiiiiieiiee ettt st b ettt bt ettt et eeaeenaeeneeentens 56
IMATKEE LEVELS ...ttt ettt ettt et et b et e bt e e et sb e e bt et e e et 57
Primary vs. Secondary MAarTKEtS ........cccieviieiiieiieciit ettt e st este e e e eeaeebbeesaeesebaeeaaeenne 58
ADPPTAISAL PIOCESS ...uvveiitieiiieeiieiie et et eeite et eeteetee e bt esabeesaeessbaessse e sseeassaenssesnsaeenseeenseesnsesassaesssessssaenssen 59
Step 1: Identify the Appraisal ProODICM ... ....cccciiiiiiiiiieie ettt et e e 59

Step 2: Determine the Scope 0f WOrK.........oocuiiiiiiiiicieiee e 61

Step 3: Analyze the Property’s Use, Select Most Appropriate Market, Analyze Economic Conditions

62

Step 4: Collect and Analyze Data, Apply Most Appropriate Approach(es) to Value............cccue.nee.. 62
Step 5: Analyze Subject Property Listings, Sales or Transfers ..........cceevveveeeiiiienieniere e 64
Step 6: Reconcile Value Indicators, Develop Final Opinion of Value.........c.cccoevevieiiiienciiriecene 65
Step 7: Communicate Assignment Results t0 CHENt.........cccuvvvieeciieiiiieeieiieeeie e 66
CHAPTER 2: APPRAISAL PRINCIPLES PART | (VALUE AND COST).......ccevvveeeennnn. 67
VAIUE <.ttt ettt et bbbt bt e a e at et st h e sh e ehe bt bttt et st st b e 67
VAlUETIAUSE .ottt et ettt st bbbt e bt st sttt e bbb 68
ValUC-TN-PLACE. ... vttt b bbbttt a e eaea 68
Value-IN-EXCRANGE.....cuviiiiieiie ettt ettt e et e et e et aeebeesssaeesseesssaessseesnseansseens 69
Value Type and Definition.........cccuieeiiiriiieiiieiie ettt see et s e e et esteestaeestaeesaeesseeenseesnsseeseesssens 69
Intended User Perspective and REQUITEMENTS .........c.cocueiriiiiiieeiieiieecicecie ettt eeeebae e 72
Market Perspective: Market Participant EXPECtations ..........ccueeeverieiieriieeiiieeieenieeseeeneeeseeeesieeesaeennns 72
Legal or Regulatory Mandates ..........cccveeeieeiiieiieeiiieieciie et eeiee e e eeaeesebeesaeesteeessaessseesseessseeanseesnns 74
Value TYPes USEd DY APPIAISEIS....cccueeeevieiieeerieiieeireeiteeseeestteesseessseeasseessseessseessseessseessseesssesnssesssseessees 79
IMEASUTING VALUC .....eouiieiiiiiieiieieeie ettt ettt st et et etb e eesteesseessessaesaesseenseensesssenseenseenseensenseensennsens 80
IMATKEE VALUE ...ttt bbbttt et ettt b e bbbt bt bt et et et e e b e 81
Market Value: Fundamental Conditions fOr............ceeviirierieiiieiie e 83
Value Types Associated with Various Intended Uses of an Appraisal ...........c.cccccvvenenenenenceienenne. 86
Reasonable Exposure Time and Marketing Time .........cccveoveriieiienieniiiiecieee e 88
Fair Market VAIUC ......c.ooiiiiiiee et ettt et st sb e e sae e e 92
Definition of Fair Market ValUe ...........c.coooiiiiiiiiiiie e 93
Reasonable KNOWIEAEE .......cccuviiiiiiieciieeeete ettt ettt be et e e saeeeabbeenaeesnsaesnseennne 96
SAlE 1S 10 the PUDLIC ...c..eiitiiiieiiee ettt et et sttt e sae e 96
MoOst COMMON MATKEE .......ooiuiiiiiiiiitieet ettt st se ettt e b et eane s 97
Fair Value (for Business Assets and Liabilities)......c..cccuierueeriieiiiniiiieiieeciieeieeeeeesve e seveesvaesseeeeaee e 99
Marketable Cash ValUe......c..ooiiiiiiiiiiiiee sttt e 102
INEE VAIUE ...ttt eb et ettt bbbt b e be st et et a et e saeenes 102
Liquidation ValUC ........cecuieiieie ettt ettt et e st e et e b e ssaeseesseensesnsesseeseenseenseennenns 102
Orderly Liquidation VAIUE .........cocvieiuiiieiierieett ettt ettt st te et e sseeaesnnessaesseesseensesnnenns 103
Forced Liquidation VAIUE ..........ccceeiuiiiieiierie ettt ettt steenaessaessaeseesaeenneennenns 104
SAIVAZE VAIUE ...ttt sttt ettt e st e s te e st eae e e s e sa e re et e enbeeste st e eseenseenneenaas 104
SCIAP VAIUC. ...cueiieiiiciie ettt ettt ettt e et e et e eataeesteeeasaeesbeeesteesnsaessseesssaasseesssaensseesseenseenns 105

ReEPIACEMENE VAIUE ......eiiiiiiiiieciie ettt ettt e s te e st e e et e et e e eseeessaessaeeseesnseeenseessseennsens 105



ACtUAl Cash ValUe (ACV) ..ottt sttt st e st e e s e e ae et beesseeestbeeseeessaesnseesssaesnseennsas 109

INVESTMENT VALUE ......eeuiiiiiiieit ettt et ettt et et e s bt e bt es e et e s seesaeeteeneeeaee 113
LOSS-0 =ValUE ...ttt ettt ettt be e s b ettt et 114
Considerations when Determining Loss-0f-Value..........ccccceviiriiiiiniiiniieieee e 115
BOOK VAIUE ..ottt et b ettt et a e bbbttt ene s 118
INSUTADIE VALUC......eiiiiiiiiiiicite ettt bbbttt a e e besae bbbttt eeaen 119
TYPES OF COSE ittt ettt ettt et ettt et e ettt e et e st et e enseess e et aeseenseanseensessaeseensesnseaneesssanseensennsenns 119
S]] 1T 81 1 LA 0 ] SRS 120
RepIacemMeEnt COSt (INEW) ....ccviiiiieeiieiieeeiterte ettt e st e ete e teeeaeestaeesaeesssaessseessbeesnseesseessseenssessseenseens 121
Replacement Cost (COMPATADIE) .......ccceeeuieeiiiieiieiiienie et eteeite et et e e e e eebeeenbeesbeessseessseesssaesseeas 123
Reasonable Time/Most Relevant Market..........ccoccoviiiiiiiiiiniiieee e 124
REPAIT COSL .itiieiiieiiieciteeit ettt ettt et e et e et eebee e beeesbeessbeeesseessseansaeessaenseeensbeanseesnsseanseessseesnseensses 125
WalK-TREOUENS. ..ottt ettt ettt e st e e e e taeeteeessaeaabeesssaeenseesssaaassaesnseansseesssennssennns 125
NON-MONELATY OPINIONS. ...eeuviiririesiiierieerttteste ettt eseeesseessteeeseesseeasseessseessseessseessseensseassesenseesssseessesssseesssees 127
CHAPTER 3: APPRAISAL PRINCIPLES PART Il .coueiii e 129
SCOPE OF WOTK ...ttt ettt e stt e et e e be e e steesabaessbeessbaesnsaeesseensseensseesssaenseesseaenseean 129
Acceptability 0f SCOPE OF WOTK ...ccuviiiiiiciieieeee et ae et e e e s 136
Disclosure 0f SCOPE Of WOTK .......eiiiiiiiiecie ettt et esaeeebeesnaeensee s 137
Inspection VS. NON-INSPECTION ......vieiiieiiiieiie ettt estteete et e etee et e st e e st e e steestbeessaeessaeesseeessaesnseesssaesnseennsas 139
Inspections During National Health EMeErgency..........cccccoeveriieiiieiinieneeiieeee e e 144
Intended Use of an APPraiSal.........ccovcieriieiieiieiieieieee ettt st e e ae st esseenseesseennesseanseensenns 145
Purpose of an APPraiSal ........cccveeiiiieiieii ettt sttt seenteeaeenteese e seenseente e 147
Valuing OWNErship RIGIES .....cc.ooviiiiiiiiiiei ettt sttt st seeseesbeeaesseenseenseens 149
PrOPEILY INTETESTS ..c..eeiiueieeitiieiie ettt ettt ettt bt et st e e bt e sab e e sabeesabeesabeenateesaneennees 150
CONLrabANA PIOPEITY ... .eeuiiiiiiiieiieie ettt ettt sttt ettt st e st et e et e est e st eteanseesse st aenseensesnsesssesseensesnsennes 153
TRIEE TYPES OF PrOPEITY ..ceiiiiiiiieiie ettt ettt et e e e ettt e et e s taeeteesnbaeanseessseeenseessseessseenssesnssennes 153
INVESTMENE PIOPETLY ....eieinitieeeit ettt et e e ettt e e ettt e e e bt ee s saebeeesabte e e nsteeeanbeeeeenseeeeensneas 155
Marketable NON-INVESTMENT PIOPEITY ...cvvierrerrrieerrieeitieerieeeieeesteessreessseessseessseessseessseesseesssseesseeessessssessnses 156
Non-marketable NON-iNVEStMENT PIOPETLY ....vverveerirerrrieeieerieeeieenteeseeesreessseesaesssaeessesesssesssesssseessseesns 156
The Three Approaches to Determining ValUe..........cccveiciiiiiieiieeiieeciieiieeie et steeevee e e saeeseveeseve e 156
Sales Comparison ApProach t0 VAlUE.......ccceeviiiiiiiiiieiece ettt s enees 158
More Than Meets the EYe........ccviiiiieiieiiiie ettt ettt seae s s enseenae e 159

Sales Comparison Approach Applicable to Depreciable or Appreciable Property...........cccccevuenenne. 160
USPAP and the Sales Comparison APProachi.........c.occeeeierieiieiiiniieniese et 166

CoSt APPIOACH 10 VAIUE ...ttt sttt st ettt testaesbe e b e ensesnaesneesseenneenns 166
USPAP and the Cost APPIOACH .....coviiiiieieiieiieie ettt ettt sae e seeesseeseenneenes 169
INcOmME APPIOACh t0 VAIUC.......ooiiiiieeiieie ettt ettt te e saae e stbeesaeeteeenaeeeataeenseesenes 171
USPAP and the INCOME APPIOACH......cccuiiiiiiiiieiiiieie ettt sre e sre e s e saae e srr e e saeesaeesseeennes 173
TYINE 18 TOGEINET ....ccuviiiiie ettt ettt rte ettt e ae et e e teeesteesbeeesseessbaaasseesssaessessseessseensseanseesnns 174
CHAPTER 4: APPRAISAL PRINCIPLES PART Ill (INTENDED USES) .......ccccoee....... 176
Appraisals for Buying 01 SEIING.........coeciiiiiieiiiie ettt e s e s esaesneesneense e 176
Appraisals for Transit-Related or Insurance Casualty Loss and Damage ..........c.cccceevveeeiieeviieeceesveenneens 177
Appraisals for EQUitable DiStriDULION. .......cccviiriieiiieiieeciiesie et eeeeiee et eeteesteeeebeesbeesseessbeessaeessseensneenes 185
APPLAISALS TOT DIVOTCE....ceutieeiieeiiieeiieieesteeette et e it e et esteesbee sttt esbeesseeessseasaesssaeansaessseeanseesnsaesssesssses 186
Appraisals fOr EState DIVISION ......iecuieiiieiieeitieeitieeiieerteeeteessteestteesreessaeesteeessaeessaeesseesnsaeessesssseesssesnsses 188
Appraisals for Business DiSSOIULION .........ccuieriiieiieiiiie e ciie st et te et e e e saeestreesaeetbeesaeesnsaeeseeenns 188
Appraisals for Acquiring INSUraNCe COVETAZE ........eeevueeririeeireerieerieerreesteesteeesteesseeesseessseessseessseesssesssseeses 189
Actual Cash Value Insurance Policies (ACV) Insurance POlicy ........ccccooveeeeiiienieiiiiecieeeeceieeee e 189
Broad Evidence Rule (BER) for Insurance DiSputes..........c.eecuerieriieiiieieniesieeieeie e 194
Replacement Cost INSUTANCE POLICIES ......evveriieiieiieiiieiieie ettt st sre e e e 195
Agreed Value INSUTance POLICIES ........c.ecveiieriieiiiiecieeit ettt ettt e sae e e ssae e enseeeesneessaensens 196
Collectibles INSUTAnCe POLICIES ....c..couivieriiriiiieiieiiciet ettt ettt e 196
The INSUIance APPIaiSal.........cccccverieiiieieriieieeiestestest et see st e st et estesseesteanseessessseseesseensesssesseenseensennns 197
SELISIMENT OPLIONS ....vvieirieitiieiie ettt eeeeeteeesteeeteesteestteessaeessseessaeesseeessaeasseessseansseesssaessseesssessseesnssesnseennes 198
WHEN DISPULES ATISE ...vvievieeiieiiieeiieiieeeteesiteestteeiteestaeesteeeseessseeasseesssaeasseessssesssesnsseessseenssessseessenn 199

ATE TIIE TNSUTANCE ...ttt ettt ettt sttt et et e st e et ea e et esb e e s beemteesbeaseesaeenaeeneeeeee 200

Federal Tax Liability APPIICAtIONS. ......cccuiiiiiierieeiiierieesieesteeeieeseeeteeesteeesteesssaesseessseessseessseesseeesssesssseenns 200



-jv -

Noncash Charitable Contribution APPraiSals...........ceeuerueeriierieeiesiesiesieeeeseesreesse e seesseesseensessesseenes 205
AMOUNt OF DEAUCTION........eiuiiiiiiitiiteet ittt ettt ettt s be st 206
IRS Form 8283: When a Qualified Appraisal by a Qualified Appraiser is and is Not Required ...... 209
Determining Fair Market VAIUC .......c..cveiieriieie ettt sttt st ene s 214
Changes to “Qualified Appraiser” and “Qualified Appraisal” Caused by Public Law 109-280 Pension
Protection ACt Of 20000 ...........ooceeeeeeeeiieieeeeie et eteeetve et e steesteestbeessbeestseessseesseesseaesseessseenseessseennseens 216
QUALTIEA APPIAISET ...uvieieiieeiiieiieceeeteeette et e et et e s bee st eessbeesteeessaeeasaessseessseessaessseesssesnsseesssenseeens 217
Excluded INdivIdUALS.......co.uoiiiiiiiee ettt ettt 219
QUALITIEA APPTAISAL....eviiiiiieiiieiiect ettt ettt e st eestae e bt e essteeataessbeessseessaessseesssaensseessnaenseeens 220
Special Considerations Regarding Donation Appraisals..........ceeccveeriieiieenieeiiieiieeiieeciee e esieeeene 228
IRS Form 8282 Donee Information REtUIN............ccoirieriieiieiieiesieiese et 233
IRS Art AdVISOTY PANCL .....cocviiiiiiiiiieiece ettt et st aeeneeseeaseenes 233
Resources for Noncash Charitable Contribution Appraisals............ccceeveeveroierceeneeneeeesieseenie s 234
Federal Estate Tax APPIaiSals ........ccceirieiierienieieeie st esteete et te st ettt ae e e saeensesnaesseeseenseenneessenseenes 235
Resources for Federal Estate Tax APPraisals..........ccceceeieriieciieiiesienienieeiesieeseesieesee e seeseeensesnneens 237
Federal Gift TaxX APPIaiSalS.......ccceecieerieriiieeiieriieeieesieerite et e eseeeteeeteesteesbeessbeessseesssesssseeseesseesnsens 238
Resources for Federal Gift TaX APPraiSalS .......cc.eecvierieerieesiieeiiieeiee et e sieeseeesaeeseveeeeesseessseeenneens 239
Federal Casualty, Disaster & Theft Loss Tax Deduction Appraisals..........ccceccveeviieeceenciiennieeneeenveenne. 239
Casualty and DiSAStEr LOSSES ......ierieeiiieiiieitieiieeeieeeteeeiteesteesteestteesseeesaeesseeesseeesseessseessseesssesnsseens 239
TRETE LLOSSES ..ttt et ettt ettt et eb et e bt et e et e e b e et esbe et bt e sb e e bt et et e eaeeae 240
BaSiS Of PrOPEILY ....vieeiieitiieeiieit ettt et e e e st e e s te e bt e esetesataesseeesseessseeesseesssaesseensneenseeans 240
Figuring the DedUCHION .......ecuiiiiieiiiie ettt te st s este e s e s naesseesseesseennesnnenns 240
Resources for Federal Casualty, Disaster and Theft Loss AppraisalS...........cccecevveriieciiniieeiieneenenns 243
Federal BankruptCy APPraiSalS.........c.eecueicierieriieniiiiesie st estteteeeestee e eteestessaeseesseensessaesseenseensesnnessnenes 243
Value Type Tied to Intended Use and Intended USErS..........cccvecvevienieieenieeieciesiese e 245
Liquidation APPIAISALS .......ceecieiieeeieeiieitieeeiteste et est e et e ete st e steeeeeetesseesseesseesseessensaesseenseensessaenseenseenseensenns 246
MUItiple VAlUE OPINIONS.....ccueeiiieiiriieeieitetieteeteste et ese et eesteteesteensesseessaenseesseensesssesseesesssesnsesssenes 248
Estates and Trust ManaQ@emMENt.........c..ecvveeriierieeriieeieeeitiessteeeteesteessaeessseesseeessseesseesssaesssesssseesssesssseessseensns 250
State INNETItance TaAX ....cc.ooiuiiiiiie ettt st et st sae ettt et eae e e enbe et 251
STALE ESTALE TAX ...t eeutieuieetieitiet ettt ettt ettt et e st et et e s e e bt et et et e e st sbee b e enbeeeeanees 251
Litigation Appraisals and Related SerVICES........ccvviiriieiiiiiieeiie ittt seae e 252
Ad Valorem Property TaxX APPIaiSALS .......ccceeivieriieiiieerieeiieeriieeieeesitessteeesseessseesseessseesseesssseessessssessssessses 253
Collateralized Loan APPraiSalS..........ceeceecuerrieriierrientieieetestesteesteetesseesseeseesesssesseesseesesssesseesseesseessesseenns 255
Corporate Financial REPOTING .........ccuieiuiiiieiiiiiieiieie ettt ettt et e aeseae e enseeaesneesneeseenes 256
CHAPTER 5: APPRAISAL PRINCIPLES PART IV oo, 257
Value Creators and Relevant CharaCteriStiCs. ... .. eouieuirierierieiieierie sttt ettt e eiee e 257
Economic Characteristics (External Forces that Affect Value).......c.ccccceevvieeiienieeiiiiiecieeeeeee 257
Physical Characteristics (Internal Forces that Affect Value) .........cccoeevveveieiieinieciiecieeie e 260
Depreciation: Detractors 0f VAIUE ........ccveiiiiiiiiiiie ettt 263
Two Types of Depreciation for Personal Property.........ocecveriecierienieiiieeeie et 263
AQE-Life DEPIECIAtION ..ottt ettt et ete et et e e e teesaesteaseesseensesseesseeseenseensesseenseanseansensnesseens 264
Straight-Line Depreciation vs. Accelerated Depreciation..........coccoeeereeieienieiieneneneneneneeieeeennen 265
ACCIUCA DEPIECIALION «..evviiieiiesiteete ettt eite st et et e etteseesbeesseesaessaesseesseenseeneessseseenseanseessesannseansenssensaens 267
PhySiCal DEteTIOTatION ......vieitieetiieiie ettt eeeetee et e ettt esteeetaeeseeeesaeesteeenseeessaeasseesssaessseessseessseenssesnsnenns 268
ODSOLESCEICE. .....eenteentieiieeiie ettt sttt ettt st e st e et ea e eb et e e bt em et es e et e e bt e sbeembeeseesbeenbeenaeeneeeneenne 269
ValU@ RANKING ...vviiiieciieie ettt ettt et e s te e etb e e beesaae e s beeessaeesbeaesseesnsaeanseesssaensseensseennneenses 273
Types of Appraisals and their Related Dates........c..coceeeiieiiiiniieiiieie ettt aeeeaeesaeeenes 273
Date Of INSPECLION ... .eeuiieetieiieeeie st e eiee et ettt e te e baeesteeesbaeebeeesbeesnsaessseessseensseensseenseesnseennseessseesnsens 274
Effective Date of the APPraisal........ccccciiiiieeiiiiiiieie ettt ettt e e ve e saaeeteesaeeeteessseennseas 274
Date Of the REPOIt.....cuieiieiiieieieie ettt et e et e st e e et e taesbe e seenseenaesaeesseenseensenssenseenes 275
CUITENE APPIAISAL. .. .iiiieiiieiieie ettt ettt e st e bt et e et e steesteenseessessaesseasseensesssesneesseenseensessnenns 276
RetroSPeCctiVe APPIaiSal.......cccueiiiriieiieieiie sttt ettt ettt et e s st et e e e staeseesseensessnesseeseenseensesnnenns 277
ProSpectiVe APPIAISAl .......ceieiieriieiiieie ettt ettt et e et e bt ete st e te et e enbe e aesreenseenneensenneeneeenes 279
Fractional APPIaiSalS.........cc.eeciirieriierieeieeientieieesteetesttesseetesseesetesseesseesseessesseensaensesssesssesseenseensesssenseenseanes 279
Preliminary APPLAISALS ......cc.eevieieiecie ettt ettt ettt e et e st e e e st e esaesse et eenseenaeseeesseenseennesnnesneeseenes 282
LD N N o) o) 1 -1 USSR PSR 283

HYDIIA APPTAISALS.....eiieiieeiieeiie ettt ettt ettt et e et e s teeeabee s beeeseeessbeasbeesssaenseesnbaaasseesnsaansseesssaensseenses 285



CONLINZENT APPTAISALS ...vvviitiieiieeite et eeiteette et e et esrte e sttt e esaeetaeesseeessaeesseesseesnsaeanseessseesnsesssseessseesssessseeenes 285

Using Specialist Appraisers and Other Coll€agUES ..........ccueeruiieiiieiieiiie ettt e e sae e s 286
TEAM APPLAISALS ...eeueieieeeiieiietieie ettt et e st et et e seae st e sse e st esseeseen st enseenseessenseenseensessnessaenseensennnenens 287
HypOothetiCal APPIAiSALS .....ccueeiiiieiie ittt ettt ettt ettt et e bt eea e et aesseesseesseensessaesseesseenseensessaenseenseansenns 289
Limiting CONAITIONS ...ecuveiuieiiiesieestieteete et este et et estesteesteesseestesseesseessesssessaesseesseensesssesssesseesseanseessesssensenssenns 290
EXtraordinary ASSUMPLIONS ........ccuiivuerierteetieteetesitesteeseesteetesseesseessesssesseesseesseensesssesseessessseanseessesseesseensenns 291
Oral APPraiSal REPOITS......coiieiiiieiieiesie ettt ettt ettt e st e e teeea e s taesseesseessesasessaesseesseensesnsessaanseenseansenns 293
Using Photographs to Appraise When a Hands-On Inspection is Not Possible ...........cccceceeceerviincncncnen. 299
ONIINE APPTAISALS ...eiuviieiiieeiieiiieeiie et e eiee et eeste e sttt esbeestbeessseessseasseeesseeassaeanseesssaasnsessssesssseessseessseenssesnssennes 302
ValUuation DISCOUNES ....c..tetieiiieiie ittt ettt ettt ettt et ettt e st e bt e bt eaeeeb e et e esbeeaesatesbeenseenbesaeesaeenseeneens 307
ATEEr Death DISCOUNES .....coruiiiieiiiiie ettt ettt ettt et b et e bt e e eaeesb e e b ente s e saee 307
Fractional Interest Discounts (a.k.a. Minority Interest DiSCOUNtS) .......cccveevcvieeciieriienieenieeseeeiee e 307
BlOCKAZE DISCOUNLS ....cuvieieiieeiiieiiiierie ettt eiteetteesteeeteessteessseessseessseessseesseeassaeaseeensseassesssssessseesssessnsesnnses 308
CHAPTER 6: APPRAISAL PRINCIPLES PART V ..covn e 312
Valuation PrINCIPIES .. ..eecvieeiiieeiieie ettt ettt e e te e st e e sae e e beessbeessbeesbeesseeensaeenseesnsaeenseesseeenseenn 312
Valuation Principles Relating to the Market..........cccocvieeiieiiieiiieiie ettt e e e seve e 312
THE IMATKEL. ...ttt ettt ettt e b et e bt st et sbeesbeente e e neee 312
MOSt APPIOPIIALE IMATKEL ...c.eviieeiieeiieciieciieeie ettt eite ettt e e e e esaeesebeeeaeessseessseessseessseensseensnaenseean 313
Principle of Supply and Demand ............cccveriiiiiiiiiieeiieieesee ettt ae e 317
Principle Of ANICIPATION. ... .cctieieeeieeiieieerieetesee st et eee st et et e eateeseeeseeteeaseessessaesseesesnsessaenseesseannennns 317
Principle Of SUDSHIEULION .....eocvieiieeieciieieie ettt ettt e st esseenaessaesneesaeeneeens 317
Principle Of REGIESSION .......covuiiiieiieiieieie ettt ettt e et et e st essaesseesseensessaesneesseanneenes 318
Principle Of PrOZIESSION. ......ccuiiiieiieiieciieie ettt ettt et et e ettt e e seaesteeseensesnaesneesseennenens 318
Principle 0f COnfOrMILY .......cc.eecieiieiieiiee ettt ettt se e aesreesseenneenseenes 318
Principal 0f COMPETTION. .....cc.ieriieieeiietieieeie sttt e ete st et et et e s st enseesbessaesaesseensesssesseenseensennns 318
Principle of Decreasing RETUITIS ........cccuiiiiiiiiiiciieie ettt sttt st veesebe e esveessbeesnaeensne s 319
Principle of Marginal UtIlity.........ccccieiiiieieiriieciieie ettt ettt eaee st e s beesereesaeessbeesnneensaes 319
Principle of Highest and Best USE .......c.cecciieiiiiriieiieeieeceeete ettt sttt e veestveesveessveesnnaensne s 319
Valuation Principles Relating to the Item (Property Identification)...........ccccueeviiercieeniieiieeie e 322
Principle of IdentifiCation ..........cueicuiiiiiiiiiie ettt ae e st eeb e st e e saveesaeesssaessee s 322
Principle of CONtrIDULION .....cvieiieieciieciiee ettt ettt ettt ae s aesseenseeneesseenneenneenes 323
Principle of SAMPING ......ocviviiiiieieie ettt sttt sne e s e enneenes 323
Identification & AUthENTICALION. ......cc.eitirieieietetere ettt ettt sttt eateneenees 324
Copies, Fakes, Counterfeits, Forgeries, Reproductions, Fantasy Items...........cccceeeveivrieninnieccieneeeee, 325
Appraiser Assumed All-Knowledgeable ...........c.oocuiiiiiieriieiieieeieieee e eens 326
TAEMEIICALION. 1.ttt s b bbbttt ettt et s b e bbbttt eb b en et enten 328
F D11 01311 ToF: 12 o) s AT OO OR PR 330
Limiting Conditions and Terms Of USE ........c.cccuiiiiiieiieiiiieeieeeiteeie sttt estteesee e s steeeseessaesseessseensseenes 337
Limiting Conditions and Terms of Use for Written Appraisal Reports..........cccceeevveeriiiceeecieeniieeeieene, 338
Examples of Commonly Used Limiting Condition DiSclaimers...........cc.eeeveevcrveereenciieenieenieeeveeenenn 338
Examples of Limiting Condition Disclaimers Commonly Used for a Jewelry Appraisal............. 339
Examples of Limiting Condition Disclaimers Commonly Used for a Fine Art Appraisal............ 340
Examples of Commonly-Used Terms 0f USE ........ccceevieriiriirieiiieie et s 340
Limiting Conditions and Terms of Use for Oral Appraisal Reports..........ccceveereevieriencienienieeeeeeieeenes 341
CHAPTER 7: UNIFORM STANDARDS OF PROFESSIONAL APPRAISAL PRACTICE
(USPAP) ..o ettt er e 343
USPAP COUISES ....veutieiriiieiiteiteieeteste sttt ettt sttt ettt e sttt en et sanesaeesbe e b e esnesanesaeesaeenneennenene 343
HIStOTY OF USPAP ...ttt ettt st e e et e s et e s se e s e ensessaesseesseenseensesssenseenseansenns 344
Role of the Professional Appraiser ReCOgnized ...........coeovieiirieniieniieiieieeeee e e 345
Development of the Appraisal Standards ............ccceecieiierie i 345
Governmental and Public Acceptance Of USPAP .......cocvieiiiiiiieeiiiceece ettt 346
The Appraisal FOundation (TAF) ......cooecii ettt ettt et eeestaeesteesbaesseesnbeeesbeesssaessnaenns 348
TAF Has NO Legal AULNOTILY ....ccuvieiiiieiieeitieeiee ettt et te ettt eteetae s staeeseeebeeesseesssaesseesssaesnsesnsss 348
TAF BOATAS ...ttt sttt et a et h et e a e b bt e b et bt e nb e e bt et eneeeee 348
Board of Trustees (BOT) ..cecviiiiieeieeeieeeie ettt ete ettt e st e stee st e s aeesssaessseesbeessneensaesseaenseenn 348
Appraiser Qualifications Board (AQB) .......cocuiieiiiiiiieieeieiee ettt ettt n 349

Appraisal Standards Board (ASB) ........cociirieieieiiiiierieeene ettt ettt 349



- Vi -

Business Valuation Resource Panel (BVRP) ........cocuiiiiiiiiiiiiiiiiiiiceeee e 349
Personal Property Resource Panel (PPRP)..........cooviiiiiiiiieceee e 350
TAF SPOMSOTS ...ttt ettt ettt ettt e rb et e et e ettt sab e e eabeesab e e sab e e abeasbeeabaeebbeenbeeenbeenateesaseesaseas 350
TAF Advisory Councils and GIOUPS ........ceeeverieriieriieiieeienieesteeteetesseesseesesssesaesseesseessesssesseesseassesseenns 350
State Regulatory AdviSory Group (SRAG) ....ccvieeiiiiiieie ettt ettt eveeseve e sveeeaeesaaeensaeens 351
Appraisal SUDCOMMUILEEE (ASC)...eiiuiiiiieiiiieiierie ettt ettt ee et e e ste e et eesbeessbeesaseessseessseensaeesaeenseas 351
State Agencies Are Responsible for Licensing and Certifying Real Property Appraisers..................... 352
PUIPOSE OF USPAP ...ttt ettt et te e ettt e st e etbe e s teeesbeeesbeeesseessbaeanseesssaensseesseenseesnses 353
Beneficiaries Of USPAP ...ttt et st bttt st sae e e e 353
Assignment Types Governed by USPAP ..ottt st stbe e 354
Property Types Governed bY USPAP.........c.ooviiioiee ettt sttt ae e 355
USPAP SITUCTUTE ..ottt ettt ettt ettt ettt et et sbe bt et e st eanesaee st et eanesaeesbsenneenne 355
USPAP Compliance REQUITEIMENLS .........ccvieiieiieiieieeteeiiesiieieesiesteseee e enseseesseesseesseessesssesseenseensesssenseenses 358
Assignments Involving Assistance From Others...........ccoecviieriieriiriieniie et 359
DEFINITIONS ..ottt ettt st st ettt et et s b st s bbbttt et et s ettt st eaes 363
PREAMBLE ...ttt ettt ettt h e eh e st ea e es e e e bt ee e eb e e st eaeemeeneens e s eatesaeeeeebeeneenis 367
ETHICS RULE ..ottt ettt ettt ettt sttt et a et e e e aesa et e e ebeebeemeeneebeeneensensenaenseseenes 369
Public’s EXpectations Of APPIAISETS ....cccuieiiieriieeiieeeiieeitieeieeeteessteessteesaeesssessseeesaessseessseesnsessssenns 370
Nondiscrimination Section of the ETHICS RULE ..........ccooiiiiiiiiiiiieee e 370
Conduct Section of the ETHICS RULE .........ccooiiiiiiiii et 372
Management Section of the ETHICS RULE ........cccoooiiiiiiiiiiiecieee ettt 375
Confidentiality Section of the ETHICS RULE ..........ccoooiiiiiiiiiieeieeeeee et 376
Gramm-Leach-Bliley Act: Protecting Consumer Financial Privacy .........ccccoccevevvninvniciiieicncncnnns 377
RECORD KEEPING RULE .......couiiiititiiititintiene sttt sttt sttt st s 378
COMPETENCY RULE ...ttt sttt ettt et st sttt sttt et ettt bbb 381
SCOPE OF WORK RULE ..ottt ettt et et 383
JURISDICTIONAL EXCEPTION RULE.....cc.coiiiiiiiieiieitetcteiesese ettt s 385
USPAP STANDARDS 10 10 1 tiiuiitietieieee ettt ettt ee et e e se et e eee e 386
STANDARD 3 Appraisal Review, DevelOPMeEnt ...........cc.ccoueeeueeeeieeieeesiiiesiieesieenresseeesseesssesseennns 387
STANDARD 4 Appraisal Review, REPOFIING ........c...cccueeeveeeeeeiieeiieesieenteesiveeseeesaeenseesseesnssesssessns 389
STANDARD 7 Personal Property Appraisal, Development.............cccoccveeeeesceeeceeescrieneeeiveennenns 392
STANDARD 8 Personal Property Appraisal, REPOFIING ...........cccveeeeeecrveeieeirienieesiveeseeeesaesnseennns 395
Six USPAP STANDARDS Governing the Real Property and Business Property Appraiser........... 398
STANDARD 1 Real Property Appraisal, Development and STANDARD 2 Real Property Appraisal,
REOPOFIIIG ...ttt ettt ettt e s ettt ettt e s bt et e e e bt e et e sabae e bt e sataesneenane 398
STANDARD 5 Mass Appraisal, Development and STANDARD 6 Mass Appraisal, Reporting..... 399
STANDARD 9 Business Appraisal, Development and STANDARD 10 Business Appraisal,
REOPOFIIIG ...t ettt ettt e s ettt ettt e s bt e st e e ebe e ebtesabae e bt e sataesneenane 400
Comments as Used i USPAP .....c..ooiiii et st st 400
Other Communications from the Appraisal Standards Board.............cccceeviiinieecieinieniieceeeeeeeeeee. 401
AQVISOTY OPINIONS ..euvvieiiiieiieeiieetieeieeetteetee sttt estteesaeesseeesseeesseeasseeasseesseesssesssseesssessssesseesnssessseesns 401
Frequently ASKed QUESHIONS ......uieiuiieiiiieiieeieeeiteetee et e et ee e etteeseeeeeteessteeesseesnsaessseesssessseessseesseeens 401
USPAP CrtifICatION. ..c..eetiiitiiiietiitieiee sttt ettt ettt et b et e et et e saeesb e e bt e s bt eseesbeenteenbeestenneen 401
The Appraisal Process and USPAP ........c.cooiiiiiiiiieiieeie et ete e sve e et steesaeeeiaeebeeebeeesaesnseesnseennns 404
Development Phase of the Appraisal PrOCESS.........ccvicvieierierieie ettt s eee 405
Reporting Phase of the Appraisal PrOCESS ........cecieriieiiieiiriieieie ettt st seeessee s enee e 410
APPraisal REPOTt OPLIONS ......eerviiieiieriiesieie et etteit e e ete st eteesbeatessaesseeseensessesseesseanseensesssesseanseensenssens 411
Deciding Which Report Option t0 USE ........ccuevieriieiiiiiieeieeiieiieie et esteeesiae e sreesse e sresseesseenseensens 413
The “Appraisal REPOrt” OPtION .......c.eccveruieriieiieieeieetieiteieetesetesteeteesaesaeseeesseesesssesseesseesseensesnsenns 413
The “Restricted Appraisal Report” OPtion .........cccceerieriierireiieeienieiesieete e sreeie e seesseesaeeseeee e 414
Ethical Obligations 0f REPOTTING .......cccuiiiiiiieiiiiiiieeie ettt ettt et eesaeesaae e staeensaeeteeenseesnseas 416
When Must an Appraiser Comply With USPAP? ........coooiiiiiieie ettt s 417
MuUst VS. SHOULA COMPLY ..veieeiieiieiiieciie ettt et et e e te e e beesbeestbeessaeesbeesseeenseesnsaeenseeanseennsens 417
F N 30 ) < USSR 418
VAlUATION SEIVICE ..utiiutiiiitiiieitietiet ettt ettt et h ettt eb b e b e s bt et e e st ebee s bt e sbe e et esbeeseenbeenbeenseennens 419
APPIaiSAl PLACHICE ....eouvieiiieiieiieei ettt ettt e teete st e ss et e aeeseessee s eenseenseesseeseanseenseensensnens 420
25 q 01T 7 13 1o 4 LSRR 420

When Performing a Valuation Service as an APPraiSer........cccccueeeereeeruerveneesieessennessaeseesseensessennes 421



When Performing a Valuation Service While in a Role Other Than as an Appraiser ....................... 422

Providing Factual Information vs. Opinion of Value...........cccceveiiiiiiiciieeiieiiecceeeeeeseeceee e 423
General Obligations Of USPAP .......ccoioiiiiieeee ettt ettt st sseeneeees 424
Additional Obligations Of USPAP ........ccceiiiieiee ettt sttt eae s e saenseens 424
ONET SETVICES ..ttt ettt ettt et bbbt bbb bbb es et e e sa et ebeebeebeebtebe et eneen 425
[lustration Helps Explain Appraiser’s USPAP Compliance Obligations ..........cccceecevveeveieienenencnncnne. 425

Personal Property Appraiser Qualification Criteria (PPAQC) ....ccooevieiiiiiieicieniiencnieeceeeeeeee 427
INEW Criteria AOPLEd. .....eeoiieiieie ettt ete ettt ettt et e et e s et e s st esaeensesseenseenseensesssesaensesnsesnnennes 429
CHAPTER 8: ETHICAL STANDARDS OF PROFESSIONAL CONDUCT.................... 430
C0AE OF ENICS ..ttt b bbb ettt ettt bbbt ebeeat et eaeen 431
USPAP and ELRICS. ....cutiuiiiiiiitieeiteeeet ettt ettt st ettt et et st st sae bt sbe bt st et enenaens 432
Is an Appraiser @ “ProfeSSiONal”™?........c.cccierieiieiieiieiee ettt ae st ae et sse s eteenneesaenneenseen 434
Is an AppPraiSer @ “FIAUCIAIY™? ......cooviiiiriiei ettt ettt e sttt e e sae s e e sseenseesaesstesseaseenseensesseenseansenns 435
Ethical Obligations t0 CIENLS.......ceiicuieeiiieiiieeiiertieeteerteesteeseeestteesteeaseesseessseessseesssesssseessseasssessssesnsnesnns 437
The Appraiser-Client RelationShip .........cocieiiiiiiiiiiieciee ettt ae e veeeae s 438
Ethical Obligations to Other INtended USETS.........cceecuieiiiiiiiiieiiierie ettt eiieesieeeteeereeereeseveesseeseseennneenes 441
Ethical Obligations to Colleagues and the Appraisal Profession.........c.ccecceeevieeiiieniiieiiiienieeneeerie e 443
Ethical Obligations When Giving TEeStIMONY .......ceeecuieiiiieriieeiiierieeitieeseeeeteeeseeeieeesaesseessseessseesssesssseenes 444
CONTTCE OF TNTETESE ..ottt e e ettt e b et et e s beesaeesbeeteeneeebeenbeesbeenteens 444
FE SHTUCTUTES ..c..ene ittt et ettt et et et b et e b eae e sae e saeesbeeaeeaneeusesseenbeenneeas 446
Misrepresentation in Advertisement or Self-Promotion............c.ccceereeeiiiierieiiere e 450
Using the Acronym “USPAP” After YOur NamME........cccecveruieriieiiieieeieniceieeieee et 452
Unconsidered Opinions Of VAIUE .........ocieiiiiiieiieiieeee ettt sttt sreesseenneenseens 453
CHAPTER 9: RESEARCH. ... et e e a e 454
MOSt APPIopriate MATKEL..........cocuiiiiiieiei ettt ettt teeeee st e seeseenbeeneeeseenseenseens 455
Levels of Trade and Market LEVELS .........cccevieiiiiriiniiiiieee e 456
Mandated Market CROICE. .......ccueiiriiriiririne ittt ettt st sttt 457

The RESEAICH PTOCESS ......eeutiutiiirtieteiit ettt sttt ettt e bbbttt ese e 459
RESCATCI RESOUICES ......ceuiiiiiitiititeicet ettt ettt et et st b e bt ettt ene et eneeneen 464
FIEIA WOTK ..ttt et eb ettt besae bt bbbt et ean et eeen 468

A WOrd ADOUL SEOLET ATt....eoeieiiiiiiiie ettt ettt et et ettt ee e sbeesbe e enee e 471
MOTE Than ONE APPIAISET.....cccuveeireeiiieeieeetteesteesteesiteestreesaeesaeasseeeseeasaeasseesssaeassesssseesssesssseessseesssessssesnes 472
Documenting ReSOUICe EVIAENCE. ........cccuiiiiiiieiiiiiiieiie ettt ettt et et eeeesteeeateesnbeeebeessseensseenns 474
Research: AIWays REQUITEA? .........ioiiiiiiieiieeieeeete ettt et e aae et e e saeetaeenaeesnbaeenseennns 475
CHAPTER 10: DESCRIBING PROPERTY ..ottt 478
Examples of Property DeSCIIPLIONS ......cccviiiriiieiieeiieeieesteesteeeteesteestteesseeesaessseaesseessaeasessnseesssessssesssseenns 485
Combining Items: Describing Groupings, Collections, and Accumulations...........c..eceveerveerceeenveereeenneenns 488
DESCIIDING GIOUPINZS .. .veeievierireeiiiierteertieesteeeeteesteeeteessseesseessseessseesssaesseeesseesseeessseessssssseessseesssesasseensses 489
DeSCTIDING COIIECTIONS ...eivvieeeiieiiieetieieesite et te et eetee et eesbeeesteesbeessbeessseesaeessseenseeenseeanseesnsaesnsesssses 490
DesScribing ACCUMUIATIONS ......veeiiiieiiieeiiieiieeiieeiteeteesrteeeete e steestreeseaeesaeesseeesseeessaeassesssseessseesssessnseensses 490
ATCRIVAL MALETIAL. ...ttt ettt ettt b sae et e 491

Tips fOr DeSCIIDING PrOPEILY .....ecviieieiieeiieiieii ettt ettt te st e e e sseeaeesaesseenseesseanseessenseenseenseans 491
CHAPTER 11: WRITING AN APPRAISAL REPORT ...t 496
Required Content Depends on Which Report Option USed ..........cceeevieiieeiiieniieiieirieeeieeeiee e sveesne e 499
Required Content When Using the “Appraisal Report” Option .........ccccceereveeeieeiieenieeireeneeeniveesee e 500
Required Content When Using the “Restricted Appraisal Report” Option ...........cceeeeveerveenveenveeneeennne 505
Best Practices: Optional but Recommended Content for all Appraisal Reports..........ccceeveviveceirevennnnne. 508
Optional Report Design FEatUIes. ......c.ccveruiriiierieiieiiesiieiesie sttt ettt essaeseesseensesnaesseenseeseenns 509
YoV 1 ) USSP 510
ApPraisal REPOTt STIUCIUIE ......eeiuieiieiecie ettt ettt et et eeae st e sseenseesbeeseesseesseenseensesneenseansenns 511

| BT 1 T4 (e N o 1o o ARSI 512

Valuation Section ENCIOSUTE.......c..coiiiririiiiiiieieiceee sttt et 512

Other ENCIOSUTIES. ..ottt ettt ettt ettt ettt ettt et bt et e b e st eneesbeesbeenbeeneenee 512

FOIM-SEYIE REPOTL ..ottt ettt s e e s tae e st e e s aeesta e e sbeesseessneensaesseaenseean 512

Three Categories Of INfOTMAtION. ........cciiiiierieeeie ettt ae et e e e e stbeesaseesaeesseensees 513



- viii -

Appraisal-Specific INfOrmation ............ceeieiieiiiiie ettt 513
Ttem-Specific INFOrMAtION .......coccveiiiriiei ettt esaeeseenneenae e 515
Supporting DOCUMENTALION .......ecveeieiiieiierieertiete e ete st ete et et e testeesseesteesseseesseesseessessaesseesseensesnnes 516
Appraiser Has Great Flexibility in REport DESIZN........cc.eevirieriieniieiieiecieeesie et 517
TranSIITEAL LETEOT . ...cuveiietieie ettt ettt sa ettt et sbeesbe et e e et sae e e enee 518
(0103 O 713 (OO RURRURUPRP 518
Sample APPraisal REPOTLS ......cccuieiiieiieeiiieie et e ciee ettt e ettt te sttt estaeesaeesbaeessaeentaeesseessseesnseesssaesssesnssens 519
RepOTt STrUCTUIE DIELAIlS. .. .eiiviieiieiiieciee ettt eeb e et e e saee e saeessaeesseesnseesnseeanseesnsens 520
SAMPIE WOTAING ...veieitieeeiieeieeeiiie ettt se e ete et e e stteetaeesaeesstaeebeeesseessseessseasssaessseanssaensesenssesnsseanseesseesns 521
Software Programs for the APPIaiSEr .......c.eevveeiiiiiieeiiieiieeeieeete ettt ste et e esaeeste e esaeebaeesseeenseesseaensees 529
Personal Property Appraisal SOftWAIE .........cccevieiiiiiiiie ettt es 529
Gems & Jewelry Appraisal SOTEWATE........c.cccverieriieieiie ettt s sseeaesneenes 530
CHAPTER 12: THE PROFESSIONAL APPRAISAL PRACTICE.......ccccoieeiieieeeeeien, 531
BUSINesS DEVEIOPIMENL .....c.vveviiiiiiieiieeieeie ettt ete et e stee st e s teestee e sbeessbesssaeenseessseaesseesnsaensseessseenssesnsns 531
Email Marketing SEIVICES ......eeivieerieriiieiieeitieestieeieeeteeeteesteeetteestbeesseeesaesseessseeenseesnsesssseesssesnssenns 532

WED PIESEIICE ...ttt ettt et ettt sa e bbb eaeeae 532
Professional DeVEIOPMIENL .........c.eiieiieiie ettt sttt ae s te e s e e etesaesseesseenneensesneenseenes 535
Your Curriculum Vitae (Professional Profile) ...........cccoeieviieiiiiiiiieieieeiece e 536
Office Furnishings and EQUIPIMENT..........cooiiiieiiiiiieiieie ettt et seae e sseesneennesnnenns 537
Self-Employed Working from HOME ..........cooiiiiiiiiiieiiieet e 538
TIISUTANCE. ...ttt sttt ettt sa e ettt eb et e b e et e aae st et e e eanesane e et eaee 539
BUSINESS SITUCTUIE ...ttt ettt ettt ettt ettt et e h et e et eb e e aee s b e et e estesbeesbeesbeemeeeneesbeenbeenes 539
Basic APPraiSer TECHNIGUES ......cccvveeeiiiiiieeieeiiieetterte et e eteetee et eebeesbeessbeessseessseesseaesseesnsseenseesssaesseessns 539
Initial CHENE COMEACE .......iitiiiieiiiie ettt ettt ee et bt et et sbee st e sbeete e e eaeenbee e 540
Follow Up with Additional InfOrmation ...........ccceecueeiiiieriieiiiierie et reeere e eeeae e 542

USE @ COMIIACT ......eentiinie ettt ettt ettt bt et et e s e e stesbeesb e emaeestesatesbe et e emteeseeebeesbeenteenteennenbeens 542
Tax-Related Liability ClaimS.......cccoeiieiieriieieiieeie et ettt ete sttt et eaesaeseeesseenaesnaesneesseeseennesnnenns 543
Client Data Form & Assignment ACHVILY LOZ .....cccvirieriieriieieeieniieieeie ettt 543
WHILE 011 STEE. ...ttt et ettt et e sttt ebe st s et e et e bbb b i 545
Commonly Used T0oOIS Of the APPIaiSer........ccvevuieiirieriieniieiieieeiete e ete e srteseesseeeesseesseenseenseens 546
Caution Regarding TOXIC SPACES ....ccviiveerierrieriieiieieeiesteetteeteeaesteesseesesssesaesseesseesesssesseesseansessenns 547
Recording Data WHile 0N Site.........cceecieiierierieieeieeiieiteie ettt ste e seeesseesessaesseesseesseensesnneens 548

Use Caution when InSpecting PrOPerty .....c..cccvveeiieiiienieeitieie ettt evee st sae et seveesese e seeaeneeas 549
Making Use Of PhOtOZIaPNS........eciiieiiiieieeiie ettt ettt eae e steeesaeessbaessaeesevaessaeesssaessneens 550
Delivering the Appraisal Report and Getting Paid...........cceevvveeiiiiiiiieiiiinieeeiceee e 551
Electronically Transmitted Appraisal REPOTLS .......ccveerviiriieiieeiiieeeeite et sveeieeeseae e s 554
RELAINEGTS ...ttt ettt b et e e eb e sb e e bt e s bt embesbte s et e bt e teeaeeen e naeenee 555
Shelf-Life of an Appraisal REPOTT........ccviiiiieiieiiiiecieeite sttt ae e sveesaeetaeesaeeesaeesaeenns 556
USPAP and the Signed CertifiCation ...........ccuerierierieeieeiesieseeie sttt seeeeesee et esteenaesseesseenseessesnaesseennes 556
SIgNATUIE DETINEA ....vieieieiiie ettt ettt et e et e ae et e e ae e s e enteenseeaeenteenseentens 557
Making Changes to Completed Appraisal REPOItS. ........cccviviirierieriieiieieiieie et 558
APPTAiSAl UPAALES ....eevieeiieiiiiieiieie ettt et et te e teetesaeessee st e ssesseeeseesseenseenseessesseansaenseensennnens 558
Client-Requested REVISIONS ........ccueeiuiiiieiieriieit ettt ettt e ste st et e eeseseaeseaesseeseessesnsesseesseenseansenns 559
Relationship of Current Value to Prior Appraisal.........cccccueevieecieiieeeiie e e esieeevee e 560
RECOTA KEOPINE . .viieeiieeiii ettt ettt et e s te e et e e seteetbeestbeensaeesbbeesseesnsaeenseesssaesseensseensneenses 560
WOTKIEILES. ...ttt et et ee ettt et sb e st e sbe et et e eeeebe e 560
BUSINESS RECOTAS ..ottt ettt sb et s e 563
EXPert WiItnESS TeStIMOMNY ....ccvviieiieeiieiieeitiieeteesteesteeeieesteeeteeseteessseessseesseeensaeeseessseeenseesssesssseesssesnssesssns 563
Being Hired and Trial Preparation ..........cc.eecviereeiciieiiieeeieesie et eseieeteesteeenveeesaeesaeeseseessesssseessneens 564
Presentation of Testimony Or DePOSItION ...........ccueeieriieiiieieeierieieete ettt e e eaeeeseneee s 567
CHAPTER 13: LEGAL ISSUES AFFECTING THE APPRAISER ......ccooviiiiiiiieeinnn, 568
27 100 1S) 1 LA USSP 568
HAaVING GOOA TItLE ..uvieeiiieeiieeiee ettt ettt et e st e ettt e s e e staeesebeessteebeeenseesnbaeenseesssaesseensseensneenses 569
Fraud DY @ Dealer/ APPIaiSEr.......cueeevieiieerieesieeetieesteeeteeseteessseessseessseessseesseeesseessessssassssesssseesseesssesssseensns 572
Malpractice (Professional NEglIENCE)......c.cccueruirrirrieeiieiieriieit ettt et aesetesseesseenseenseeseenseenes 575

Appraiser Liability t0 Third Parties ..........cccueuerieriirinirinineiee ettt s s s 579



NEIEENE RETEITAL.......iiiieiieiieeeeee ettt e e e st e e stae e te e e sbeeteeensaeensaeesnaenseesnsaaenseeas 580

Tax Court Cases: Most APPIopriate MATKEL .........c.eeecueeiiiieriieiiierie et eseeeieeeieeeieeebeeebeesbeesaeesebeesneenes 582
Tax Court Cases: Fair Market ValUe.........cc.cooririiiriniiiiicictecs ettt sttt 584
Tax Court Case: BUYEI’S PreMIUMIL.........ccoieiiiiiiriieiieieeieeiiestieie ettt saesaessee e eseessesneesssenseenseans 586
Tax Court Cases: Blockage DISCOUNL........cc.iecuieiieriiriieiieieeteette st et etesae e e steeae e s eesseesseesseessesseesseansenns 587
Tax Court Case: After Death DISCOUNL ........cciriiriiiiiiiieiice ettt 587
U.S. Dist. Court Case: Fractional Interest DISCOUNL.......c..coeriririreriiinieietenese et 588
Tax Court Case: Deduction Allowed for Donation of Contraband .............cccccueveninenininnniiicieenenee, 588
Tax Court Cases: Is USPAP Compliance Determinant? ..............cccueeevrerieerieeniieeneeeeeesreesreeeveesvessneenes 590
WHho OWNS aN APPTAISAL? .....eiieiieeiie ettt ettt ettt te et e e s e e eteessbeeesteesnsaeenseessseennseessseessseesseenseesnes 591
Buying or Selling an Appraisal BUSINESS ........ccviiiieeriieiiiieiee et eeiee st eeste ettt esaeesaeesseeeseessseeesseessseesseenes 592
Laws Affecting Possession of or Trade in Contraband Property.........c.ccccueeviieiieenieiciieniiiecieeeiee e 593
APPENDICES ... e et a e e 597
Appendix A: Client Data Form & Assignment ACtiVItY LOZ......cocvvieeiierieeiiieiieeiec et esve e 599
Appendix B: Appraiser’s Log Sheet Continuation Page ...........ceeecvieiiiiiriieniierieecieeeeeee e 600
Appendix C: Contract for Appraisal Services (With CHENt)..........ccceevvieriieiiieeniieie e svee e 601
Appendix D: Contract for Appraisal Services (with Agent of the Client)..........cccecvveevieeniiecieeiee e 602
Appendix E: Expert Witness Engagement Letter (10 AttOINEY) ...cccveerrierierriierieeiieerieeeieeeieeeveesveenneees 604
Appendix F: Pre-Appraisal Preparation ChecKIist ........c.cueiecvieiiiiriiiiiiieiieeie ettt sve e 606
Appendix G: Sample Professional Profile...........cociiiiiieiiiiiieiieieieeee e 607
Appendix H: Sterling Silver FIatware INVENtOry...........cccovieriieriieienieciieieee et eeae e 609
Appendix I: Dinnerware INVENLOTY ........cceiiieicieiieiiieieeie ettt ste e e e stae e e saeeseesreesseenseesaesseesseansenes 610
Appendix J: General Letter of Introduction (to Moving COMPANY)........ccervereuereerieereeeiereenreereeerenneneeens 611
Appendix K: Letter of Introduction (to Estate EXECULOr) .........ccevieiieiiieiiiiieiie e 612
Appendix L: Sample Appraisal Transmittal Letter For a Noncash Charitable Contribution ...................... 613
Appendix M: Sample Appraisal Transmittal Letter For Acquiring Replacement Value Insurance

Coverage for SChedUIEd PrOPerty.......c..ccciiiiiieeiieiiieeiee ettt erte ettt e etae e teeesteesbeesaseesnseensseessseensseenns 619
Appendix N: Sample Appraisal Valuation SECHOMN .......cccuvieuieiiiiiriieiiierie ettt e e e ebeesveesnee e 626
Appendix O: IRS Form 8283 Noncash Charitable CONIFTDULIONS ..........cccueeeereeeceeeeiiieeiieeeieesieeseeenreenenens 627
Appendix P: IRS Form 706 (Schedule F and Instructions) United States Estate Tax Return...................... 629
Appendix Q: Tax Regulation §20.2031 and other Federal Estate Tax ISSUES .......c.cccceeveviiniinininenencncnne. 631
Appendix R: Treasury Regulation §1.170A-17(a) Definition of Qualified Appraisal..................c............. 633
Appendix S: Treasury Regulation §1.170A-17(b) Definition of Qualified Appraiser ..............cccooeeueeueene.. 636
Appendix T: Treasury Regulation §1.170A-13(c)(4) Appraisal SUMMATY ...........ccccceeveecvieeeeceeieenieenn 638
Appendix U: Revenue Procedure 65-19 Retail Sales Prices of Items in Decedent’s Estate ....................... 641
Appendix V: Revenue Procedure 66-49 Appraisal Guidelines and FOrmats...............ccocoeevveeesveeneeennnsn. 642
Appendix W: Revenue Procedure 96-15 Post Contribution Pre-Filing Procedure................ccceevveecueennn... 645
Appendix X: Treasury Regulation §1.170A-16 Substantiation and reporting requirements for noncash
CRAVIEADIE COMITTDUTIONS .......veeeeeveeie ettt e e et e et e st esaeessbeessbe e tbeessaeeasbeasseaenseeenssaesseesnseannseees 646
Appendix Y: Pension Protection Act 0f 2006 SeCtion 1216...........ccoueeeeeecueeicieeiiieeniienieeniieeeveeneesseveeeee s 652
Appendix Z: Real Estate Appraisal FOTM........cccueiiiiiiiiiiiiiiiiiiecie ettt ettt veessaeeseveenane e 653
Appendix AA: Agreement for an Oral Opinion of Value (Oral Report Summary).........cccceeevveecreerieennens 654

Appendix BB: IRS Guidance for Donation Appraisals of Art Valued Over $50,000—Object Identification
655

Appendix CC: IRS Guidance for Donation Appraisals of Art Valued Over $20,000—Photographs.......... 656
Appendix DD: Treasury Regulation §1.170A-18 Contributions of Clothing and Household Items ........... 657
Appendix EE: Treasury Regulation §1.170A-1(c) Definition of Fair Market Value ................c.ccoeevenne.... 658
Appendix FF: Sample Business Letter TEmPIate .........c.ccovevueiuirinirininiiniieiieieicieeeseeseseeeeeie e s 659
Appendix GG: Seven Essential Deposition TiPS.......ccceecuierieeiiieriieeriieeieeriesieeeieesveeereesveesaeeseseessneenes 660
Appendix HH: Oral Appraisal Report Disclosures Statement...........cccuvevveerieerieeniienie e eeeesvee e 662
BIBLIOGRAPHY ...ttt e e e e s e e e e e e e e et e e e e 665
L]0 237 Y o SRR 669



