FEDERAL RESERVE BANK
OF DALLAS

ROBERT D. MCTEER, JR.
PRESIDENT February 13, 1991 DALLAS, TEXAS 75222

AND CHIEF EXECUTIVE OFFICER

Notice 91-09

T0: The Chief Executive Officer of each
member bank and others concerned in
the Eleventh Federal Reserve District

SUBJECT

Request for Comments on Proposed
Amendments to Appraisal Regulation

DETAILS

The Federal Reserve Board, along with the other federal agencies
regulating financial institutions, has issued for comment an interim common
rule that amends each agency’s respective appraisal regulation by adding an
appendix consisting of applicable provisions of the Uniform Standards of
Professional Appraisal Practice (USPAP).

In publishing its final rule (55 Federal Register 27,762, July 5,
1990), the Board required compliance with, among other standards, the USPAP.
The Board stated at that time that the USPAP was undergoing revisions and that
public comment would be solicited when revisions were complete. The Board now
seeks comment on the revised USPAP.

The Board must receive comments by March 1, 1991. Comments should
be addressed to William W. Wiles, Secretary, Board of Governors of the Federal
Reserve System, 20th and Constitution Avenue, N.W., Washington, D.C. 20551.
A1l comments should refer to Docket No. R-0720.

ATTACHMENT

A copy of the Board’s notice as it appears on pages 53610-18, Vol.
55, No. 251, of the Federal Register dated December 31, 1990, is attached.

MORE INFORMATION

For more information, please contact Roger Cole, Assistant Director
(202) 452-2618, Rhoger H. Pugh, Manager (202) 728-5883, or Stanley B. Rediger,
Senior Financial Analyst (202) 452-2629, Division of Banking Supervision and
Regulation, Board of Governors; or Michael J. 0’Rourke, Senior Attorney (202)
452-3288, or Mark J. Tenhundfeld, Attorney (202) 452-3612, Legal Division,

For additional copies, bankers and others are encouraged to use one of the following toll-free numbers in contacting the Federal Reserve Bank of Dallas:
Dallas Office (800) 333-4460; E| Paso Branch Intrastate (800) 592-1631, Interstate (800) 351-1012; Houston Branch Intrastate (800) 392-4162,
Interstate (800) 221-0363; San Antonio Branch Intrastate (800) 292-5810.
This publication was digitized and made available by the Federal Reserve Bank of Dallas' Historical Library (FedHistory@dal.frb.org)
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Board of Governors. For the hearing impaired only, Telecommunication Device
for the Deaf (TDD), please contact Earnestine Hill or Dorothea Thompson (202)
452-3544. For additional copies of this Bank’s notice, please contact the
Public Affairs Department at (214) 651-6289.

Sincerely yours,

Fpe? . Mo,
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DEPARTMENT OF THE TREASURY

Office of the Comptrolier of the
Currency

12 CFR Part 34
|Docket No. 90-22}

BOARD OF GOVERNORS OF THE
FEDERAL RESERVE SYSTEM

12 CFR Part 225
[Regulation Y; Docket No. R-0720]

FEDERAL DEPOSIT INSURANCE
CORPORATION

12 CFR Part 323

DEPARTMENT OF THE TREASURY
Office of Thrift Supervision

12 CFR Part 564
| Docket No. 90-4000]

NATIONAL CREDIT UNION
ADMINISTRATION

12 CFR Part 722

RESOLUTION TRUST CORPORATION
12 CFR Part 1608

Excerpts From the Uniform Standards
of Professional Appraisal Practice
Applicable to Federally Related
Transactions

AGENCIES: Office of the Comptroller of
the Currency, Treasury; Board of
Governors of the Federal Reserve
System: Federal Deposit Insurance
Corporation; Office of Thrift
Supervision, Treasury; National Credit
Union Administration; and Resolution
Trust Corporation.

ACTION: Interim common rule.

summAaRy: Title XI of the Financial
Institutions Reform, Recovery, and
Enforcement Act of 1989 requires the
Office of the Comptroller of the
Currency (“*OCC"), Board of Governors
of the Federal Reserve System
(*Board"), Federal Deposit Insurance
Corporation (“FDIC"), Office of Thrift
Supervision (“OTS"), National Credit
Union Administration (“NCUA"), and
the Resolution Trust Corporation
(*RTC") to adopt regulations regarding

appraisals used in connection with
certain real estate related financial
transactions entered into or regulated by
these agencies. At a minimum,
appraisals used in conncction with these
federally related transactions must be
performed in accordance with generally
accepted appraisal standards as
evidenced by the standards promulgated
by the Appraisal Standards Board of the
Appraisal Foundation.

This interim common rule will amend
the existing appraisal regulations of the
listed agencies by adding an appendix
consis'ing of the applicable provisions
excerpled from the Uniform Standards
of Professional Appraisal Practice (the
“USPAP") as promulgated by the
Appraisal Foundation's Appraisal
Standards Board.

DATES: Effective date: This interim
common rule is effective January 30,
1991. Comment date: Cominents must be
received by March 1, 1991.

ADDRESSES: Comments should be

directed to:

Office of the Comptroller of the
Currency {OCC): Communications
Division, 5th Floor, 490 L'Enfant Plaza
East SW., Washington, DC 20219,
attention: Docket No. 90-22.
Comments will be available for public
inspection and photocopying st the
same location.

Board of Governers of the Federal
Reserve System (Board): Comments,
which should refer to Docket No. R-
0720, may be mailed to the Board of
Governors of the Federal Reserve
System, 20th and Constitution
Avenue, NW., Washington, DC 20551.
to the attention of Mr. William W.
Wiles, Secretary; or delivered to room
B-2223, Eccles Building, between 8:45
a.m. and 5:15 p.m. Comments may be
inspected in room B-1122 between 9
a.m. and 5 p.m., except as provided in
§ 261.8 of the Board's Rules Regarding
Availability of Information, 12 CFR
261.8.

Federal Deposit Insurance Corporation
(FDIC): Send comments to Hoyle L.
Robinson, Executive Secretary,
Federal Deposit Insurance
Corporation, 550 17th Street NW.,
Washington, DC 20429. Commer!s
may be hand delivered to Room F-
402, 1776 F Street, NW., Washington,
DC, on business days between 8:30
a.m. and 5 p.m. Comments may also
be inspected in room F-402 between
8:30 a.m. and 5 p.m. on business days.
[FAX number (202) 898-3838]

Office of Thrift Supervision (OTS): Send
comments, which should refer to
Docket No. 804000, to Director,
Information Services Division, Office
of Communications, Office of Thrift

Supervision, 1700 G Street NW.,
Washington, DC 20552. Comments
will be available for inspection at 1735
1 Sireet NW., 8th flour.

National Credit Union Administration
(NCUA): Send comments to Becky
Baker, Secretary, NCUA Board. 1776
G Street NW., Washington, DC 20456.
Cummeats will be available for
inspection al the same location.

Resolution Trust Corporation (RTC):
Send comments to John M. Buckley,
Jr.. Executive Secretary, Resolution
Trust Corporation, 801 17th Street
NW.. Washington, DC 20434.
Comments may be hand delivered to
room 314 on business days between
8:30 a.m. and 5 p.m. Comments may
also be inspected in the RTC Reading
Room between 9 a.m. and 5 p.m. on
business days. [FAX number: (202)
416-4753).

FOR FURTHER INFORMATION CCNTACT:

OCC: Tommy R. Tucker, National Bank
Examiner (202/447-1164). Supervision
Policy/Research Division or Horace
G. Sneed, Attorney. Legal Advisory
Services Division. (202) 447-1881.
Office of the Comptroller of the
Currency.

Board: Roger Cole. Assistant Director
(202/452-2618), Rhoger H. Pugh,
Manager (202/728-5883), or Stanley B.
Rediger, Senior Financial Analyst
(202/452-2629), Division of Banking
Supervision and Regulation, Board of
Governors; or Michael ]. O'Rourke,
Senior Attorney (202/452-3288) or
Mark ]. Tenhundfeld. Attorney (202/
452-3612), Legal Division, Board of
Governors. For the hearing impaired
only, Telecommunication Device for
the Deaf (TDD), Earnestine Hill or
Dorothea Thonmpson (202/452-3544).

FDIC: Robert F. Miailovich, Assistant
Director (202/898-6918), James D.
Leitner, Examination Specialist (202/
898-6790), Division of Supervision. N.
Jack Taylor, Senior Liquidation
Specialist (202/898-7326), Division of
Liquidation, or Walter P. Doyle.
Counsel (202/898-3682). Legal
Division.

OTS: Diana Garmus, Executive
Assistant, Office of the Director, (202/
906-6273). Office of Thrift Supervision..
1700 G Street, NW., Washington, DC .
20552; Glen M. Sanders, Chief
Appraiser and Loan Underwriter,
Office of Thrift Supervision, District
11, (714/228-3672), Four Centerpointe
Drive, Suite 300. La Palma, CA 90623:
Kathryn Gearheard, MAI, District
Appraiser, (503/242-3251), Office of
Thrift Supervision, District 12, 610
SW. Alder, Suite 805, Portland. OR
a7201: Gregory A. Haefer. MAI-SRPA.
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Chief District Appraiser, (206/340-
2401), Office of Thrift Supervision,
District 12, 1501 Fourth Avenue, 19th
Floor, Seattle, WA 98101; Ellen }.
Sazzman, Attorney, (202/906-7133),
Regulations and Legislation Division,
Chief Counsel's Office, Office of Thrift
Supervision, 1700 G Street NW.,
Washington, DC 20552.

NCUA: Michae! J. McKenna, Office of
General Counsel, (202/682-9630), or
Timothy P. Hornbrook, Office of
Examination and Insurance (202/682-
9640).

RTC: David R. Wiley, Review Appraiser,
(202/416-7136), or Robert Dodge,
Assistant Director for Real Estate
Disposition, (202/416-7475).

SUPPLEMENTARY INFORMATION:

Background

Title X1 of the Financial Institutions
Reform, Recovery, and Enforcement Act
of 1989 (“FIRREA™), Pub. L. No. 101-73,
103 Stat. 183 (1989}, is designed to
ensure that reliable appraisals are
rendered in connection with federally
related transactions. Section 1121 of
FIRREA, 12 U.S.C. 3350, defines a
“federally related transaction” as any
real estate-related financial transaction
requiring the services of an appraiser
that is entered into, contracted for, or
regulated by the OCC, Board, FDIC,
OTS, NCUA, or the RTC (the
"agencies”}.

Section 1110 of FIRREA, 12 US.C.
3339, requires each agency to adept
regulations setting minimum standards
for appraisals used in connection with
federally refated transactions within the
agency's jurisdiction. Under section 1110
of FIRREA, the regulations must require
all appraisals used in connection with
federally related transactions to be
performed in accordance with generally
accepted appraisal practices as
evidenced by the appraisal standards
promulgated by the Appraisal Standards
‘Board of the Appraisal Foundation.

The Appraisal Standards Board of the
Appraisal Foundation has promulgated
appraisal standards for real-estate
related transactions in ita Uniform
Standurds of Professional Appraisal
Practice {the "USPAP") as amended in
June, 1990. Each agency has published a
final appraisal regulation requiring
appraisals for federally related
transactions within its jurisdiction to be
performed in accordance with the
USPAP. See 55 FR 34684 (August 24,
1990) {OCC final rule on real estate
appraispls): 55 FR 27762 (July 5. 1990)
{Board final rule on appraisa} standards
for federally related transactions}); 55 FR
33879 {August 20, 1890} (FDIC fina} rule
ori appraeisals); 56 FR 34532 {August 23,
1990) {OTS final rule on real estate

appraisals) 55 FR 30199 (July 25, 1990)
(NCUA final rule on appraisals and
requirements for insurance}; 55 FR 34219
(August 22, 1990) (RTC final rule on real
estate appraisals). This interim common
rule will amend the agencies’ existing
appraisal regulations by adding an
appendix that centains excerpts from
the USPAP previsions applicable to
federally related transactions. The
agencies are publishing these excerpts
as an interim rule because Title XI and
applicable regulations already require
compliance with the USPAP.

Some of the provisions eontained in
the USPAP are inapplicable to real
estate appraisals and, therefore, do not
apply to federally related transactions.
For instance, the USPAP includes
sections on real estate and real property
consulting and personal property
appraisals. The interim common rule
includes only those USPAP provisions
which are applicable to federally related
transactions. Cross references to those
sections of the USPAP which are not
applicable to federally related
transactions have been excluded from
the interim rule and in some places
additional text has been added for
clarification.

The agencies are soliciting public
comment on those provisions of the
USPAP which are being added as an
appendix to each agency’s appraisal
regulation. A final commeon rule will be
published after consideration of all
comments received.

The complete text of the USPAP as
promulgated by the Appraisal Standards
Bourd is available from the Appraisal
Foundation, 1029 Vermeont Ave., NW.,
suite 900, Washington, DC 20005. The
complete table of contents for USPAP is
provided here to help readers
understand what provisions are
excluded from the interim rule.

Table of Contents

Uniform Standards of Professiono$ Appraisal
Practice as promuigated by the Appraisal
Standards Board of The Appmmal
Foundation

Section

1. Introduction
Preamble
Fitbics Provision
Competency Provision
Departure Provigion jExcluded)
jurisdictional Exception
Supplemental Standards
Definitions

1. Standard 1. Rea? Property Appraisal
Standard 2: Real Property Appraisal

Repeorting
1il. Standaré 3; Review Appraisa)
IV. Standard 4 [Exchuded): Rea? Estate/Real

‘Property Consulting
Standard 5 {Exchuded): Reat Estate/Real
Property Consulting Reperting

V. Standard 8 |Excluded) Mass Appraisal
V1. Standard 7 [Excluded} Personal Property
Appraisal
Standard 8 [Excluded]; Personal Property
Appraisal Reporting
V1L Standard 9 [Excluded}; Business
Approisal
Standard 10 |[Excluded}) Business
Apprsisal Reporting

Regulatory Flexibility Act Statement

Pursuant to section 605{b) of the
Regulatory Flexibility Act, the OCC, the
Board, the FDIC, the OTS, the NCUA,
and the RTC hereby independently
certify that the common interim rule is
not expected to have a significant
economic impact on a substantial
number of small entities. Accordingly, a
regulatory flexibility analysis is not
required.

For federally related transactions,
Title XI of FIRREA requires financial
institutions which are regulated by the
OCC, the Board, the FDIC, the OTS, the
NCUA, or the RTC to use appraisals
prepared in accordance with generally
accepted appraisal standards as
evidenced by the appraisal standards
promulgated by the Appraisal Standards
Board of the Appraisa! Foundation.
Since the USPAP standards only codify
appraisal practices that are usual and
customary in the eppraisal industry,
adoption of this regulation should not
result in a material departure from
existing practice by regulated
institutions or cause a significant
economic impact on a substantial
number of small entities.

OCC and OTS Executive Order
Statement

The OCC and the OTS have
independently determined that this
interim rule does not constitute & “major
rule” within the meaning of Executive
Order 12291 and Treasury Department
Guidelines. Acoordmg!y a Regulatory
Impact Analysis is not required on the
grounds that this interim rule, exclusive
of those effects attributable to
requirements imposed by Title X1 of
FIRREA, (1) would net have an annual
effect on the economy of $100 millien or
mere, (2} would not result in a major
increase in the cost of financial
institution operations or governmental
supervision, and (3) would not have a
significant adverse effect en competition
{fereign and domestic), employment,
investment, productivity or.innovation,
within the meaning of the executive
order.

For federally related transactions,
Title X1 requires the financial
institutions supervised by-the OCCand

the OTS to use appreisala prepared in

accordance with generally accepted
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appraisal standards as evidenced by the
appraisal standard= promulgated by the
Appraisal Standards Board of the
Appraisal Foundation. Since these
standards only codify appraisal
practices and procedures that are usual
and customary in the appraisal industry,
they should not cause a significant
departure from current appraisal
practices by regulated institutions. or &
substantial effect on the economy.

NCUA Executive Order 12612 Statement

This interim rule will apply to all
federally insured credit unions. The
NCUA Board, pursuant to Executive
Order 12612, has determined that the
interim rule may have a substantial
direct effect on the state, on the
relationship between the national
government and the state, or on the
distribution of power and
responsibilities among the various levels
of government, but that Title XI of
FIRREA requires that this interim rule
apply to all federally insured credit
unions.

Text of Interim Common Rule

The text of the interim common rule
appears below:

Appendix Ato _______: Excerpts From
the Uniform Standards of Professional
Appraisal Practice Applicable to
Federally Related Transactions

(Based upon the Uniform Standards of
Professional Appraisal Practice as
promulgated by the Appraisal Standards
Board of The Appraisal Foundation)!

Table of Contents

Section I—Introduction
Preamble
Ethics Provision
Competency Provision
Jurisdictional Exception
Supplemental Standards
Definitions

Section II—Real Property Appraisals
Standard 1
Standard 2

Section Ill—Review Appraisals
Standard 3

Section I—Introduction
Preamble

It is essential that a professional appraiser
arrive at and communicate his or her
analyses, opinions, and advice in a manner
that will be meaningful to the client and will
not be misleading in the marketplace. These
Uniform Standards of Professional Appraisal

! This document excludes portions of the Uniform
Standards of Professional Appraisal Practice
(USPAP) that are not applicable to federally related
transactions. In addition. cross references to
excluded provisions have been removed and
additional text added for clarification only. The
complete text of the USPAP is available from the
Appraisal Foundation. 1029 Vermont Ave., NW..
suite 900, Washington. DC 20005.

Practice reflect the current standards of the
appraisal profession.

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

These standards deal with the procedures
to be followed in performing an appraisal or
review and the manner in which an appraisal
or review is communicated. Standards 1 and
2 relate to the development and
communication of a real property appraisal.
Standard 3 establishes guidelines for
reviewing an appraisal and reporting on that
review.

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

Comment: Explanatory comments are an
integral part of the Uniform Standards and
should be viewed as extensions of the
provisions, definitions, and standards rules.
Comments provide interpretation from the
Appraisal Standards Board concerning the
background or application of certain
provisions. definitions, or standards rules.
There are no comments for provisions,
definitions, and standards rules that are
axiomatic or have not yet required further
explanation; however, additional comments
will be developed and others supplemented
or revised as the need arises.

Ethics Provision

Because of the fiduciary responsibilities
inherent in professional appraisal practice,
the appraiser must observe the highest
standards of professional ethics. This Ethics
Provision is divided into four sections:
conduct, management, confidentiality, and
record keeping.

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

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

Comment: An appraiser is required to
avoid any action that could be considered
misleading or fraudulent. In particular, it is
unethical for an appraiser to use or

communicate 4 misleading or fraudulent
report or to knowingly permit an employee or
other person to communicate a misleading or
fraudulent report.

The development of an appraisal, review,
or consulting service based on a hypothetical
condition is unethical unless:

(1) The use of the hypothesis is clearly
disclosed:

(2) The assumption of the hypothetical
condition is clearly required for legal
purposes, for purposes of reasonable
analysis, or for purposes of comparison and
would not be mis!eading: and

(3) The report clearly describes the
rationale for this assumption, the nature of
the hypothetical condition, and its effect on
the result of the appraisal, review or
consulting service.

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

Mancagement. The acceptance of
compensation that is contingent upon the
reporting of a predetermined value or a
direction in value that favors the cause of the
client, the amount of the value estimate. the
attainment of a stipulated result, or the
occurrence of a subsequent event is
unethical.

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

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

Advertising for or soliciting appraisal
assignments in a manner which is false,
misleading or exaggerated is unethical.

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

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

Comment: The preparer of the written
report of an assignment where the appraiser
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is wot acting in a disinterested manner must
certify that the compensation is contingent
and must explain the basis for the
contingency in the report, certification,
expecutive summary and in any transmittal
letter in which conclusions ave siated.

Cuonfidentizlity. An sppraisar must protect
the confidential nature of the appraiser-client
yelationship.

Comment: An appraiser must not disclose
idential factual date obtained from a
wlient or the results of an assigament
perpared for a client to anyone other than: (1)
the client and persons specifically
aahorized by the chiant: (2; such third parties
as miy be authorized by due process of law;
and (2} a duly authorized professional peer
jeview commitize, As a cosollary, it is
uazibical for 3 member of a duly anthorized
pmﬁ -ssional pesr review comimnitlee to
2iscloss confidantiol information ov fastual
cesened vo the comnitee,
it I’ : An appraiser must
D ,m}'“ wiiiies yecords of appi .xisa.. review,
a0 LanEid g gssignimen’s—including oral

- Cporerd roporiz—-and retain such

g3 ol ﬂ foust five (5) years
or a! 'east two {2) years
aposition of any judicial
tasi:many was given,
vl avar period axpires last,
reats Yt recorids of assignments
e -.n,m« af writien reports, written
:ries of or:' teshmony and reports (or a
transuripl of festireony) al! date and
statements reguived by these standards, and
oitmt formation 45 may be required to
support the Iindings end conclusions of the
appraiser. Yhe torm written racords also
inclides infarmation stored on electronic,
magnetic, or other media. Such records must
be made available by the appraiser when
required by due process of law or by a duly
authorized professional peer review
corrmittee.

R I
253

o,

inclodn

Competency Provision

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

1. Disclose the lack of know!ledge and/or
experience to the client before accepting the
asgignment; and

2. Tuke all steps necessary or appropriate
to complete the assignment competently; and

3. Describe the lack of knowledze and/or
experience and the steps taken to complete
the assignment competently in the raport.

Co:nment: The backgrournd and expearience
of appraisers varies widely and a lack of
kn:m!edge or experience can lead to
inaccurate or inappropriate appraisal
practice. The competency provision requires
an appraiser to have both the knowledge and
the experience required to perform a specific
-appraisal service competently. If an appraiser
is pffesed the gpportunity to perform an
appraisal service but lacks the necessary
knowiadge or experience to complete it
cumpetently, ‘the appraiser must disclose his
or her lack of knowledge or experience to the
client before accepting the assignment and
then take the necessary or aporopriate steps

to comgplete the appraisal service
competenity, This may be accomplished in
various ways including, but not lim:ied to,
persunal study by the sppraiser; association
with an appraiser reasonahly believed io
hisve the necessary knowiedge or experience;
or retenion of others who possesa the
reyuired knowledge or experience,

Alihough this provision requires an
appr«-ser 10 1dentify the problem and
“y in compeatence pio)

t; seignment, facts or

conditi vy sncovered during the cumrse of a8
>rmen: could ceuse ap appraiser fo
discover that he or she Jecks the regnired
knowledge or experience to compleie the
assignment competently. At the point of such
discovery, the appraiser is sbhigated to untify
the client and comply with iteme 2 and 3 of
the provision.

The concept of cumpelency. 4iso #x’uads to
appraisers who are requasied or regaired to
travel to geographic areas wherein they have
no recent appraisai e «<perievce. An appraisor
preparing an appraisal in an vniaasiar
location must spend suiTicient une fo
understand the nuances of the jocal nurket
and the supply 204 demaud faciors rclating
to the specific property type 2nd the Iocation
involved. Such mderstanding will noi Le
impa"led solely from a consideration of
specific date such as demographies, rosts
salue and renttals. The necessary
undersianding of lnral market conditions
provides the bridge between a sale and a
comparable saie or a rental and a
comparabie rental. If ar appraiserie sotina
pusition 10 spend the necessary amount of
time in a market area to obtain this
undes st‘_numg. affiliation with a qualiiied
local appraiser may be the appropriate
response to ensure the development of a
eompetent appraisal.

Jurisdictinnal Exception 2

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

Supplemental Standards

These Usiforin Standards provide the
commoan basis for all appraisal practice.
Supplements! standards applicable to
appraisals prepared to-specific purposes oy
property types may be issued by publie
agzncies and certain client groups, e.,g..
regulstory agencies, eminent-domain
authorities, asset managers, and financial
institutiors. Appraisers and clients must
asceriain whether any supplemental
standards in addition to these Uniform
Standurds apply to the assignment being
considered.

Definitions

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

Appraisal: {noun) The act of process of
estimating value; an estimate of value.,
(adjective) of ur pertaining ta appraising and
rejated functions, e.g. appraisal practice,
appraisal services.

-2 The Dcpal:thre Provisian that appears in the
USPAP js not gpplicable to federally related
transactiona.

Appraisal practice: The work or services
performed by appraisers, defined by three
ierns in these staadards: appraisal, review,
and consolting.

Comrment: These three terms ave
intentionally generic. and not mutvally
exclusive. For example, an estimate of vuiue
may be reguired as part of a review or
cons (ing service. The use ol o'bo-r
w. analysis,
133, eva! uahun s!udy sabmn\s-un.

1] d.wns not exempt an appraiser from
«epceto those standarda,

Cuxdls Flow Apalysis: A study of the
antisipa’ed movement of cash into or ant of
an invesiment.

¢lient: Any party for whom on appraiser
porforms A service.

Consiziting: The act or pracess of providing
information, analysis of real estate data. and
racommendations or conclusions on
divessified problems in real estate, other ihun
estimating valve.

Faosibility Analysis: A study of the cost
imuefit relationship of an econoniic endeavec

Investment Analysis: A smdv that refiects
the .«-.mmnsh:p betvicen acguisition price
and anticipated future ho-neﬁ--. cigraal
estate invesiment.

Markat Analysis: A study of real estate
wiarket conditions for a specific type of
property.

Market Value: Market value is the major
fouus of most real property appraisal
ass:gnnents. Both ecoromic and legal
definizions of market value have heen
Jeveloned and refined,

A gureent aconomic definiton agreed upon
by federal! financial institutions in the Uinited
Staies of America is:

The most prubable price which a property
should bring in a competiiive and open’
ma:ket under all conditions requisite to a fair
sale, the buyer and seller each acting
pradently and knowledgeably, and assuming
the price is not offected by undue stimulus.
Implicit in this definition is the consummation
of a sale as of a specified date and the
passing of title from seller to buyer under
conditions whereby:

1. Biyer and seller are typically motivated;

2. Both parties are well informed or well
ndvised, and acting in what they consider
hizir best interests;

3. A reasonable time is allowed for
exposure in the open-market;

4. Payment i3 made in terms of cash in
Unitad States dollars or in terms of financial
arzangements comparable thereto; and

5. The price.repreaents. the nprmal
consideration far the property sold
unaffected by special or creative financing or
sales concessions granied by anyone
associaied with the sale.

Substitution of another currency for United
Stites doliars in thie fourth condition is
appropriate in countries or in reports
‘addressed ta clients from other ceuntries.

Persons per{orming appraisal:seryices-that
may be subject to litigation are cautioned-to
seek the exact legal definition of market,
valug in the jurisdiction in which the services
are being performed.

Mass Appraisai: The process of valuing a
universe of properties as of a given date
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utilizing standard methodology. employing
commen data, and allowing for statistical
testing.

Mass Appraisal Model: A mathematical
expression of how supply and demand
factors interact in a market.

Personal Property: Identifisble porntable
and tangible objects which are considered by
the general public as being “personal,” e.g.
furnishings, artwork, antiques. gems and
jewelry, collectibles, machinery and
equipment; all property that is not classified
as real estate.

‘Real Estate: An identified parcel or tract of
land, including improvements, if any.

Real Property: The interests, benefits, and
rights inherent in the ownership of real
estate.

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

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

Comment: Most reports are written and
most clients mandate written reports. Oral
report guidelines (See Standards Rule 2-4)
and restrictions (See Ethics Provision: Record
Keeping) are included to cover court
testimony and other oral communications of
an appraisal, review or censulting service.

Review: The act or process of critically
studying a report prepared by another.

Section II—Real Property Appraisuls
Standard 1

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

Comment: Standard 1 is directed toward
the substantive aspects of developing a
competent appraisal. The requirements set
forth in Standards Rule 1-1, the appraisal
guidelines set forth in Standards Rules 1-2, 1-
3, 14, and the requirements set forth in
Standards Rule 1-5 mirror the appraisal
process in the order of topics addressed and
can be used by appraisers and the users of
appraisal services as a convenient checklist.

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

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

Comment: Departure from this binding
requirement is not permitted. This rule
recognizes that the principle of change
continues to affect the manner in which
appraisers perform appraisal services.
Changes and developments in the real estate
field have a substantial impact on the
appraisal profession. Important changes in
the cost and manner of constructing and
marketing commercial, industrial, and
residential real estate and changes in the
legal framework in which real property rights
and interests are created, conveyed, and
mortgaged have resulted in 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 technigues to meet new circumstances.
For this reason it is not sufficient for
appraisers to simply maintain the skills and
the knowledge they possess when they
become appraisers. Each appraiser must
continuously improve his or her skills to
remain proficient in real property appraisal.

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

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

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

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

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

(a) Adequately identify the real estate,
identify the real property interest, consider
the purpose and intended use of the
appraisal, consider the extent of the data
ccllection process, identify any special
limiting conditions, and identify the effective
date of the appraisal:

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

(i) In terms of cash; or

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

(iii) In such other terms as may be precisely
defined: if an estimate of value is based on
submarket financing or financing with
unusual conditions or incentives, the terms of
such financing must be clearly set forth, their *
contributions to or negative influence on
value must be described and estimated, and
the market data supporting the valuation
estimate must be described and explained:

Comment: For certain types of appraisal
assignments in which a legal definition of

markel value has been established and takes
precedence, the Jurisdictional Exception mav
apply to this guideline.

If the concept of reasonable exposure in
the open market is involved, the appraiser
should be specific as to the estimate of
marketing time linked to the value estimate.

(c) Consider easements, restrictions.
encumbrances, leases, reservations,
covenants, contracts, declarations, special
assessments, ordinances, or other items of a
similar nature:

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

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

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

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

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

(a) Consider the effect on use and value of
the following factors: existing land use
regulations, reasonably probable
modifications of such land use regulations,
economic demand, the physical adaptability
of the real estate, neighborhood trends, and
the highest and best use of the real estate;

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

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

Comment: This guideline may be modified
to reflect the fact that, in various legal and
practical situations, a site may have a
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contributory value that 2iffers feom the value
as if vacant.

Stendords Rule 1—1. 3n developing a real
proverly appraisal, ar. appraiser must
2rve the following specific appraisal
jelines. when applicable.

{2} Value the site by an epnropriate
sppraisal meihod or technique:

(b} Collest, vesity, unalyze. and reconvile:
ti Such comparable cost data as are
avaiieble to estimire the cost new of the
imprcemants {if eny) {i1) Such comparable
dita a5 are available 1o estinate the
difierence eiwenn cosl new and the present
waorth of ¢ provements (accrued
depreciaiioni {41 Such comparable sales
dota adean,: v identified and described, as
otoindivste & vuize conalusing;
Lik renral data as are
e the market rents! of the

Timein g QD 3

(v} Suue comperunie operating expense
dota 28w - evaclabie fo estimate the
operating ¢ Yenses of (e property being
appra.sed:

{vi) Sueh conipar=ble dete s o availablv
o estimate rates of capitulization and/or
rates of discount,

Comment: FLiz vule covers the three
approarhis i value. See Standards Rule 2~
2(jj for corresponding reporiing requirements

{£) Base proiections of future rent snd
expenses on reasonably clear and
appropriate evidenee;

Connnent: This guideline requires an
appraiser, i deveioping incorie and expense
statements and cash flow projections, o
waigh bistorical information and trends,
current marke! factors affecting such trends.
and anticipated events such as competition
from developments unider constrction.

(&) When estimating the valve of a lezsed
fee estate or g leasehold estate. consider and
analyze the effect on value, if any, of the
terms and conditions of the lease(s):

{2} Consider and anajvze the effect on
velue. if any, of the assemblage of the various
estaies or component parts of a property and
refrain from estimating the value of the whole
solely by adding together the individual
values of the various pstares or conponent
paris;

Cominent: Alibvugh the value of the whule
may be equal to the sum of the separate
estatus or parts, it alse may be greater than
or less than the sun of such estates or parts.
Therefore, the vstue of the whole must be
tested by reference to appropriate market
datis and'supported by an appropriate
analysis of such data.

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

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

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

ig} Identify and consider the appiopr:ate
procedures and market informetion reguired
to perform the appraisal, including all
physicsl, functional, and external market
faclors as they may affect the appraisal;

Comment: The appraisal may require s
vomplete marke! analysis.

(=} Appruise proposed improvements only
aiter examining and having available for
firture examination:

{7} plans, specifications, or ciher
documentetion suffizient to ideniify ihe svope
and characier of the proposed imiprovemesis;

(i} evidence indicating the probsble time of
completion of the proposed improvements:
and

(1i1) Reasonably clear and approprisie
evi:itnce supporting developnient £osts,
anlicipated esmings, occupsnc:. projections,
and e anveipated vompetinan 3 e tme of
rompletion.

Coavment: The evidence reguised to be
examined and maintained under this
guiceline may include sech items as
enntractor's esfimates relating to cosi +nd e
tim» recuired to comiplele consirnction,

marr ot 2nd feasibility studies: operaiiss cost
¢riar and the history of recently compleied

similar developments. The appraisal moy
require a complete feesibiiity analysis.

{:) All pertinent information in ilems (4]
through (k) abeve shall be used in the
development of an appraisal.

Cuommeni, See standards Rule 2-2ik] for
corresponding reporting reguiremen’s.

Stendords Rule 1-5. In developing e real
property appraisal, an appraiser must:

(a) Consider and analyze any current
Agreement of Sale, option, or listing of the
property being appraised, if such information
is avaiiable to the appiaiser in the normal
coerse of business:

(o} Consider and analyze any prior sales ol
the property being appraised that occurred
within the following time periods:

(1! One year for one-to-four family
vesidential property; and

(1i) Thrae years for all other property types;

Coa:ment: The intent of this requirement is
tu eneourage the research and analysis of
poor sales of the subject; the time frames
rited are minimums.

(c) Consider and reconcile the guality and
yuantity of data available and analyzed
within the approaches used and the

;ticahility or suitability of the approaches
used.

Conment: Departure from this binding
reguirement is not permitted. See Standards
Kule 2-2(x) Comment for corresponding
reporting requirements.

Standard 2

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

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

Standards Rule 2-1. Each written or oral
real property appraisal report must:

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

Cumment: Departure from this bindiog
requirzment is no! permitted. Sinee most
reports are used and relied upon by third
parties, commuynications considered adegnate
by the appraiser's client may not be
sufficient. An appraiser mast take extrome
care to make certain that nis or her reports
will not be nishiaiding in the markelpiace or
to the pulitic,

(5} Costtain sufficient informetion to e bile
ihe personis} who recrive cr vely on jhe
report to undarstend it properly:

Comment: Departere from this binding
Fecuicoment is not permided. A {siiure fo
otserve this rule could canse a client or vt
users of the report to make a serions evvor
eves though wach 22’y ais, vpinion, and
corciasicn in the repori is cluarly end
accurately steted. To aveid this prblew and
the daxgers it presenis to clienws and othar
users of reporis, this rule reguires an
2poroiser to include in eavh report sulficient
information te enable the reader to
undersiand it properly. All reperts, boih
wiiiton end oral, mast clearly and acenrately
present the analuses, goiricne, and
vaaclusions of the appraiser in soificient
dopth avd deicil to sddrass adequately e
significance of the specific eppraisal problem

{e) Cloarty and accurately disclose any
extracrd nary 2ssumption or limiting
voydition that direcily affects the apprainal
erd indicate ity impact on value.

Comment: Deparure from this bindiug
rageiiemer? i not permitied. Examples of
ex‘raordinary essumptions or conditions
mizht include items such as the execuiion of
a pending lease agreement, atypiual
financing. or comoletion of oasite or ofisiie
improvements. In 4 written report the
disclosure would be required in conjunction
with statements cf each opinion or
ronclusion that is affected.

Stupderds Rule 2-2. Each written real
property appraisel report must:

(a) identify and descyibe the real estiste
being sppraised,

(b} identify the rea! property interes{ being
appraised,

Commen? on (¢} end (b): These tweo
regnirements are essentiai elemenis in any
report. Identifying the real estate can be
accomplished by any combination of a legal
description, address. map reference, copy of
& survey or map, propeity sketch and/or
photographs. A property sketch and
photugraphs also provide some description of
the real estate in addition {o written
cominents about the physical attributes of the
real estate. ldentifying the real property
rights being appraised requires a direct
statement substantiated as needed by copies
or summaries of legal descriptions or other
documents setting forth any encumbrances.

(c) State the purpose of the appraisal;

(d) Define the value to be estimated;

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

Comment on (c), (d) and (e): These three
reguirements call for clear disclosure to the
reader of a report the “why, what and when"
surrounding the appraisal. The purpose of the
appraisal is used generically to include both
the task involved and rationale for the
appraisal. Defining the value to be estimatid
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requires both an appropriately referenced
definition and any comments needed to
clearly indicate to the reader how the
definition is being applied [See Standards
Rule 1-2(b})]. The effective date of the
appraisal establishes the context for the
value estimate, while the date of the report
indicates whether the perspective of the
appraiser on the marke! conditions as of the
effective date of the appraisal was
prospective, current, or retrospective.
Reiteration of the date of the report and the
effective date of the appraisal at various
stages of the report in tandem is important
for the clear understanding of the reader
whenever market conditions on the date of
the report are different from market
conditions on the effective date of the
appraisal.

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

Comment: This requirement is designed to
protect third parties whose reliance on an
appraisal report may be affected by the
extent of the appraiser's investigation: i.e.. the
process of collecting. confirming and
reporting data.

{g) Set forth all assumptions and limiting
conditions that affect the analyses, opinioas,
and conclusions;

Commeat: It is suggested that assumptions
and limiting conditions be grouped together
in an identified section of the report.

(h) Set forth the information considered,
the appraisal procedures followed. and the
reasoning that supports the analyses,
opinions, and conclusions:

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

(i) Set forth the appraiser's opinion of the
highest and best use of the real estate, when
such an opinion is necessary and appropriate;

Comment: This requirement calls for
written report to contain a statement of the
appraiser’s opinion as to the highest and best
use of the rea! estate, unless an opinion as to
highest and best use is unnecessary, e.g.,
insurance valuation-or value in use
appraisals. If an opinion as 1o highest and
best use is required. the reasoning in support
of the opinion must also be included.

(j) Explain and support the exclusion of
any of the usual valuation approaches:;

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

Comment: This requirement calls for a
written appraisal report or other written
communication concerning the results of an
appraisal to-contain sufficient information to
indicate that the appraisercomplied with the
requirements of Standard 1, including the
requirements governing any permitted
departure from the appraisal guidelines. The
amount of detail required will vary with the

significance of the information to the
appraisal.

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

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

Comment: Departure from binding
requirements (a) through (1) above is not
permitted.

Standards Rule 2-3. Each written real
property appraisal report must contain &
certification that is similar in content to the
following form:

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

—The statements of fact contained in thig
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. unhiasad
professional analyses, opinions. and
conclusions.

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

—My compensation is not contingent upon
the reporting of @ predetermined value or
direction in value that favors the cause of

the client, the amount of the value estimate.

the attainment of a stipulated result. or the
occurence of a subsequent event.

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

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

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

Comment: Departure from this binding
requirement is not permitted.

Standards Rule 2—4. To the extent that it is
both possible and appropriate, each oral real
property appraisal report (including expert
testimony) must .address the substantive
matters set forth in Standards Rule 2-2.

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

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

See Record Keeping under the ETHICS
PROVISION for corresponding requirements.

Standards Rule 2-5. An appraiser who
signs a real property appraisal report
prepared by another, even under the label of
“review appraiser”, must accept full
responsibility for the contents of the report.

Comment: Departure from this binding
requirement is not permitted. This
requirement is dirccted to the employer or
supervisor signing the report of an employee
or subcontractor. The employer or supervisor
signing the report is as responsible as the
individual preparing the appraisal for the
content and conclusions of the appraisal and
the report. Using a conditional label next to
the signature of the employer or supervisor or
signing a form report on the line over the
words “review appraiser” does not exemopl
that individual from adherence to these
standards.

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

Section Ill—Review Appraisals
Standard 3

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

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

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

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

The review appraiser must exercise
extreme care in clearly distinguishing
between the review process-and the
appraisal or consulting process. Originaf
work by the review appraiser may he
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governed by STANDARD 1 rather than this
stundard. A misleading or fraudulent review
and/or report violates the ETHICS
PROVISION.

Standards Rule 3-1. In reviewing an
appraisal, an appraiser must:

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

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

(c) Form an opinion as to the completeness
of the report under review in light of the
requirements in these standards:

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

(d) Form an opinion as {0 the apparent
adequacy and relevance of the data and the
propriety of any adjustments to the data:

(e) Form an opinion as to the
appropriateness of the appraisal methods and
techniques used and develop the reasons for
any disagreernent:

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

Comment: Departure from binding
requirements (a) through (f) above is not
permitted. An opinion of a different estimate
of value from that in the report under review
may be expressed. provided the review
appraiser:

1. Satisfies the requirements of
STANDARD 1;

2. Identifies and sets forth any additional
data relied upon and the reasoning and basis
for the different estimate of value; and,

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

Standards Rule 3-2. In reporting the results
of an appraisal review, an appraiser must:

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

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

(¢) Set forth the opinions, reasons. and
couclusions required in Standards Rule 3-1
(c). (d). () and (f):

(d) Include all know pertinent information:

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

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

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

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

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

—My compensation is not contingent on an
action or event resulting from the.analyses.

opinions. or conclusions in, or the use of,
this review report.

—My analyses, opinions. and conclusions
were developed and this review report was
prepared in conformity with the Uniform
Standards of Professional Appraisal
Practice.

—1 did not {did) personally inspect the
subject property of the report under review.

—No one provided significant professional
assistance to the person signing this review
report. (If there are exceptions, the name of
each individual providing significant
professional assistance must bc stated.)
Comment: Departure from binding

requirements (a) through (e) above is not

pernitted.

Adoption of Interim Common Rule
The agency specific adoption of the

interim common rule, which appears at

the end of the common preamble,
appears below:

DEPARTMENT OF THE TREASURY

12 CFR Part 34

List of Subjects in"12 CFR Part 34

Mortgages. National banks, Real
estate appraisals, Reporting and
recordkeeping requirements.

Authority and Issuance

For the reasons set forth in the
common preamble, subpart C, part 34,
chapter I, title 12, Code of Federal
Regulations, is amended as set forth
below:

PART 34—REAL ESTATE LENDING
AND APPRAISALS

1. The authority citation for part 34
continues to read as follows:

Authority: 12 U.S.C. 1 e! seq.; 12 U.S.C. 93a:
12 U.S.C. 371: 12 U.S.C. 1701j-3: Title XI of the
Financial Institutions Reform, Recovery, and
Enforcement Act of 1989. Pub. L. 101-73, 103
Stat. 511,

2. A new appendix A is added to

subpart C of part 34 to read as set forth
at the end of the common preamble.

Appendix A to subpart C of Part 34—
Excerpts from the Uniform Standards of
Professional Appraisal Practice
Applicable to Federally Related
Transactions

Dated: December 21, 1990.
Robert L. Clarke,
Comptroller of the Currency.

FEDERAL RESERVE SYSTEM

12 CFR Part 225

List of Subjects in 12 CFR Part 225

Administrative practice and
procedure, Appraisals, Banks, Banking.

Capital Adequacy, Federal Reserve
System, Holding companies, Reporting
and recordkeeping requirements,
Securities. State member banks.

Authority and Issuance

For the reasons set forth in the
common preamble, subpart G, part 225,
chapter II, title 12. Code of Federal
Regulations, is samended as set forth
below:

PART 225—REAL HOLDING
COMPANIES AND CHANGE IN BANK
CONTROL

1. The authority citation for part 225
continues to read as follows:

Authority: 12 U.S.C. 1817(j)(13), 1818, 18311,
1843(c)(8). 1844(b). 3106, 3108, 3907, 3909; and
sections 1101-1122 of the Financial
Institutions Reform, Recovery. and
Enforcement Act of 1898 (12 U.S.C. 3210 and
3321-3351).

2. A new appendix A is added to
subpart G of part 225 to read as set forth
at the end of the common preamble.

Appendix A to subpart G of Part 225—
Excerpts from the Uniform Standards of
Professional Appraisal Practice
Applicable to Federally Related
Transactions

Dated: December 20, 1990.
William W. Wiles,
Secretary of the Board.

FEDERAL DEPOSIT INSURANCE
CORPORATION

12 CFR Part 323
List of Subjects in 12 CFR Part 323

Banks, Banking, Mortgages, Real
estate appraisal, Reporting and
recordkeeping requirements, Savings
associations.

Authority and Issuance

For the reasons set forth in the
common preamble, part 323, chapter I1I,
title 12, Code of Federal Regulations, is
amended as set forth below:

PART 323—APPRAISALS

1. The authority citation for part 323
continues to read as follows:

Authority: Sec. 1101-22, Pub. L. 101-73. 103
Stat. 183, 511-19 (12 U.S.C. 3331-511).

2, A new appendix A is added to
subpart.C of part 323 to read as set forth
at the end of the common preamble.



53618

Federal Register / Vol. 55,

No. 251 / Monday, December 31, 1990 / Rules and Regulations

Appendix A to Part 323—Excerpts From
the Uniform Standards of Professional
Appraisal Practice Applicable to
Federally Related Transcations

iLited: December 13, 190 8
Rubart E. Feldman,
Liep:ity Exocitive Socrciey

DEFARTMENT OF TRZASURY

Oftice of Thrift Supzrvision
12 CFR Part 564
List of S::bieets in 32 CFR Part 564

|5 TRRE

sisils, Reporting and
tig swgrrearenls, Savings
associslions.

| GOV R EToT o

Authority and Issuance

Yar the reasons set forth in the
common preamble. part 564, chapter V,
title 12, Code of Fedeyal Regulations, is
amiended as set {orth below:

PART 564—REAL ESTATE
ATRAISALS

1. The suthority citat:on for part 564
continues to read as fnliows:

Authority: Title XJ, Puh. L MNn. 107-73, 103
Stat. 511 (1989) (12 LL.S.C. 3501 et sen.); sec. 2,
48 S(:1. 128, s omendes (12 11.8.C. 1462); sec.
3 as aided by sec. 301, 143 Stat. 278 (12
U.S.C. 1482a): sec. 4, 25 o¥ded by sec. 301, 103
Stat. 2n (12 U.S.C. 1463); s=c¢. 5, 48 Stat. 132,
as ¢emended (12 U.S.C. 1453} sec. 18{m), 64
Stat. 873, as added by sec. 201, 103 Stat. 267
(32 1.5.C. 1628{m)).

2. A new appendix A is added to part
564 to read as set forth af the end of the
common preamble,

Appendix A to Part 564—Excerpts From
the Uniform Standards of Professional
Appraisal Practice Applicable to
Federally Related Transactions

Dated: December 21, 1980,
Jonathan L. Fiechter,
D:"[t-,.':' Director for Wi vann s ticses:

NATIONAL CREDIT UNICK
ADMINISTRATIGN

12 CFR Part 722
List of Subjects in 12 CFR Pur: 722

Credii urions, Real estate avyprzisals,
Staie-certified and Stiste-licensed
appraisers.

Avthority and Issuance

Fur the reasons set forih in the
commen preamble. part 722, chapter VI,
title 12, Code of Federal Regulations, is
amended as set forth below:

PART 722—REAL ESTATE
APPRAISALS

1. The authority citation for part 722
continues o read gs follows:

Authority: 12 U.S.C. 1766, 1789 gnd Pubd. L.
Nn. 101-73.

2. A new zgppendix A is added to part
722 to read as set forth at the end of the
common preamble.

Appendix A to Part 722—Excerpls From
the Uniform Standards of Professional

Appraisal Practice Applicable to
Federally Related Transactions

Dated: December 18. 1990
Recky Baker,

Sovratery of the Boerd,

o

RESGLUTION TRUST CORPORATION
12 CFR Part 1608

Lic: of Subjects in 12 CFR Part 1648

Eanksg, Bunking, Morigages. Resl
#sisi€ eppraisals. Reporting and
recordkeeping requirements, Sauings
assoristions

Authorily and Issnance

For the reasons sei forta in the
common preamble, part 1608, chajier
XV1, title 12, Code of Federal
Regulations, is amended as set forth
below:

PART 1608—REAL ESTATE
APPRAISALS

1. The anthority citation for p.ri 1608
continues to read as follows:

Autherity: Pub. L. No. 101-73, sec. 1i101-22,
103 Stat. 183, 511-19 (12 U1.S.C. 5331-51), 12
U.S.C. 1441a(b){12), and 12 US.C.

18231 )2)iC).

2. A new appendix A is added to pait
1608 to read as set forth at the end of the
common preamble.

Appendix A to Part 1608—Excerpts From
the Unifoim Standards of Professional
Appraisal Practice Applicable to Federaily
Related Transactions

Dated: December 13, 1990
Jobn M. Buckley, Jr,
Exocative Secielury.
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