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USPAP (Uniform Standards of Professional Appraisal Practice)

The USPAP Manual contains the following:
» Definitions

 Preamble

* Rules

e 10 Standards

e 10 Statements

The book contains addenda of advisory opinions and an ihdeare NOT part of the USPAP.

DEFINITIONS

Advocacy — representing the cause or interest of another, eV dause or interest does not necessarily coincide
with one’s own beliefs, opinions, conclusions, or recomratods. Independent and objective
appraisers are NOT advocates.

Appraisal — the act or process of developing an opinion akyaln opinion of value. A complete appraisal is one
developed without invoking the departure rule. A limitedrajgal is one developed or resulting from
invoking the departure rule.

Appraisal Consulting — the act or process of developing agsaisalecommendation, or opinion to solve a problem.

Appraisal Practice — valuation services performed by an indivaiadg as an appraiser.

Appraisal Review — an opinion about the quality of anotheraaggr’s work; a critique.

Appraiser — one who is expected to perform valuation servicegletaly and in a manner that is independent,
impartial, and objective.

Appraiser’s Peers — other appraisers who have expertise and cargpetdre same or a similar type of
assignment.

Bias — a preference or inclination that precludes an appraise@stiaiity, independence, or objectivity in an
assignment.

Binding Requirements — all or part of a Standards Rule &fAFSfrom which departure is not permitted.
Cash Flow Analysis — a study of the anticipated movement bfin&sor out of an investment.

Client — the party or parties who engage an appraiser in an sglpegipraisal review, or appraisal consulting
assignment. A client may be an individual, group, or entity

Confidential Information — information that is either idéatl by the client as confidential and that is not available
from any other source; or classified as confidential or privatapplicable law or regulation.

Cost — the amount required to create, produce, or obtain arproCost is either a fact or an estimate of fact.

Extraordinary Assumption — an assumption (an assumisomething believed to be true) which if found to be
false could alter the appraiser’s opinions or conclusionsra&xlinary assumptions presume as fact
otherwise uncertain information about physical, legal, or ecanonaracteristics of the subject
property; or about conditions external to the property, sisamarket conditions or trends; or about
the integrity of data used in an analysis.

Feasibility Analysis — a study of the cost-benefit relatigmsifian economic endeavor. This is a possible candidate
for appraisal consulting.
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Hypothetical Condition — that which is contrary to what et is supposed for the purpose of analysis.

Intangible Property (Intangible Assets) — nonphysical assetsding but not limited to franchises, trademarks,
patents, copyrights, goodwill, equities, securities, andraotstas distinguished from physical assets
such as facilities and equipment.

Intended Use — the use or uses of an appraiser’s reported ab@isaisal review, or appraisal consulting
assignment opinions and conclusions. Typical intended nslesié: purchase, refinance, probate,
estate, etc.

Intended User — the client and any other party as identifiedine or type. The client is NOT always the person
paying for the appraisal.

Market Value — the most probable price.

Personal Property — identifiable tangible objects that are amesidy the general public as being “personal” — for
example, furnishings, artwork, antiques, gems and jewelrigatibles, machinery and equipment; all
tangible property that is not classified as real estate.

Price — the amount asked, offered, or paid for a propertge Stated, price is a fact.
Real Estate — an identified parcel or tract of land, includimgérements, if any.

Real Property — the interests, benefits, and rights inherehé iownership of real estate. In some jurisdictions, the
terms real estate and real property have the same legal meaningpatseesdefinitions recognize
the traditional distinction between concepts in appraisal theory.

Report — any communication, written or oral, of an appraaggiraisal review, or appraisal consulting service that is
transmitted to the client upon completion of an assignmdost reports are written and most clients
require a written report. Four types of reports: Apprdteadort, Self-Contained Appraisal Report,
Summary Appraisal Report, and Restricted Use Appraisal Refpuetry written appraisal report
requires a certification statement.

Scope of Work — the amount and type of information researchietharanalysis applied in an assignment. Scope
of work includes, but is not limited to, the followinghe degree to which the property is inspected or
identified; the extent of research into physical or economic fathat could affect the property; the
extent of data research; and the type and extent of analysis a@ppietve at opinions or
conclusions.

Signature — personalized evidence indicating authentication ofdhe W signature can be represented by a
handwritten mark, a digitized image controlled by a personaldgettification number, or other
media, where the appraiser has sole personalized control of gffiraérsignature.

Specific Requirements — all or part of a Standards Rule of PSR which departure is permitted under certain
limited conditions.

Valuation Services — services pertaining to aspects of propattg.vValuation services pertain to all aspects of
property value and include services performed both by appraiseéisy others.
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PREAMBLE

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

The Appraisal Standards Board (ASB) promulgates USPAPofbrdppraisers and users of appraisal services. The
appraiser’s responsibility is to protect the overall publisttand it is the importance of the role of the appraiser that
places ethical obligations on those who serve in this capdd¢®PAP reflects the current standards of the appraisal
profession.

(The Appraisal Standards Board exercises all authority and ppweethe subject, style, content, and substance of
USPAP.)

(The Appraisal Qualifications Board — AQB — exercises all aitthover the establishment of education,
experience, and other criteria for licensing.)

(The mission of the Appraisal Subcommittee — ASC — is sni@nthat real estate appraisers who perform appraisals
in real estate transactions that could expose the United Statsigant to financial loss are sufficiently trained

and tested. The ASC also oversees the activities of The ApgFaisadiation, including both the ASB and the

AQB. The ASC also oversees the activities of state appraisal agemd maintains a national database of licensed
and certified appraisers.)

USPAP does not establish who or which assignment mustlgomgither the Appraisal Foundation (TAF) nor its
Appraisal Standards Board is a government entity with theeptmwmake, judge, or enforce law. Compliance with
USPAP is required when either the service or the appraiseligatell to comply byaw or regulation, or by

agreement with the client or intended users. When not obligatedyiithdals may still choose to comply.

USPAP addresses the ethical and performance obligations of appthi®ugh Definitions, Rules, Standards,
Standard Rules, and Statements.

The Ethics Rule sets forth the requirements for integritpartiality, objectivity, independent judgment, and ethical
conduct.

The Competency Rule presents pre-assignment and assignmetibosrfdr knowledge and experience.

The Jurisdictional Rule preserves the balance of USPAP if epdstcontrary to law or public policy of a
jurisdiction.

The Supplemental Standards Rule provides the means for govérmgeacies, government sponsored enterprises,
and other entities that establish public policy to augmentAPSP

Standards 1 and 2 establish requirements for real propergisgipr
Standard 3 establishes requirements for an appraisal review.

Standards 4 and 5 establish requirements for appraisal cogsaagsignments.
Standard 6 establishes requirements for a mass appraisal.

Standards 7 and 8 establish requirements for personal prapergisal.

Standards 9 and 10 establish requirements for a businegarygible asset appraisal.
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ETHICS RULE
The Ethics Rule is divided into four sections: Conduankfjement, Confidentiality, and Record Keeping.

Conduct:

e An appraiser must perform assignments ethically and competently.

* In appraisal practice, an appraiser must not perform as an advarcats foarty or issue.

» An appraiser must not accept an assignment that includes theémgpdpredetermined opinions and
conclusions

* An appraiser must not communicate assignment results in eawtisg) or fraudulent manner.

* An appraiser must not use or rely on unsupported conchision

M anagement:

» The payment of undisclosed fees, commissions, or thingsledé in connection with the procurement of an
assignment is unethical. Disclosure of fees, etc., connectied psdcurement of an assignment must appear in
the certification and in any transmittal letter in which condusiare stated.

e ltis unethical for an appraiser to accept an assignment, avtahcompensation arrangement for an
assignment, that is contingent on any of the followirige reporting of predetermined result; a direction in
assignment results that favors the cause of the client; the aofaumalue opinion; the attainment of a
stipulated result; or the occurrence of a subsequent event diedatiyd to the appraiser’s opinions and specific
to the assignment’s purpose.

» Advertising for or soliciting assignments in a manner ihédlse, misleading, or exaggerated is unethical.

Confidentiality (doesn’t end when a client dies):

* An appraiser must not disclose confidential information sigasnent results to anyone other than the client or
persons specifically authorized by the client; state enforcement agemd such third parties may be
authorized by due process of law; and a duly authorized profesgeer review committee except when such
disclosure to a committee would violate applicable law or regulati

Record Keeping:

» An appraiser must prepare a work file for each appraisal. THefile@must include: the name of the client
and the identity, by name or type, of any other intended ;useescopies of any written reports, documented on
any type of media; summaries of any oral reports or testinrg transcript of testimony, including the
appraiser’s signed and dated certification; and all other dataniafion, and documentation necessary to
support the appraiser’s opinions and conclusions and te etimpliance with this Rule and all other applicable
Standards, or references to the location(s) of such other do@tioen

* An appraiser must retain the work file for a periodiolfeast five (5) year s after preparation aat least two (2)
years after final disposition of any judicial proceeding in which the appraiser provided testimony related to
the assignmentyhichever period expireslast.

(If an appraisal assignment is completed on December 1, 2@04ppinaiser should keep the file and records of
this assignment until December 1, 2006.)

» An appraiser must have custody of his or her work filenake appropriate work file retention, access, and

retrieval arrangements with the party having custody of thé& filer

COMPETENCY RULE

Prior to accepting an assignment or entering into an agreemneaitform any assignment, an appraiser must
properly identify the problem to be addressed and have theléadgevand experience to complete the assignment
competently; or alternatively, must:
1. Disclose the lack of knowledge and/or experience to the ckémtebaccepting the assignment.
2. Take all steps necessary or appropriate to complete the assigomeetently.
3. Describe the lack of knowledge and/or experience and the stepgdadomplete the assignment
competently in the report.
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DEPARTURE RULE

This Rule permits exceptions from sections of the Unifotam&ards that are classified as specific requirements
rather than binding requirements. The burdens of proofiessetbsure are on the appraiser to decide before
accepting an assignment and invoking the Rule that the scope wbtk applied will result in opinions or
conclusions that are credible.

An appraiser may enter into an agreement to perform an assiginmédrth the scope of work is less than, or
different from, the work that would otherwise be requiredhgyspecific requirements, provided that prior to
entering into such an agreement:

1. The appraiser has determined that the appraisal process tddomeéiis not so limited that the results of
the assignment are no longer credible.

2. The appraiser has advised the client that the assignmenbcaisifething less than, or different from, the
work required by the specific requirements and that the replbdi@arly identify and explain the
departure(s).

3. The client has agreed that the performance of a limited apmaisale would be appropriate given the
intended use.

When a specific requirement is not applicable to a given assigntnersipecific requirement is irrelevant and
therefore no departure is needed.

The degree of inspection doesn’t determine whether an inspextiomplete or limited. Whether an appraisal
is complete or limited is based solely on whether the DepdRuleewas invoked.

The Departure Rule does not apply to the Definitions, Preafthiess Rule, Competency Rule, Jurisdictional
Exception Rule, or Supplemental Standards Rule.

A flow chart of the appraisal decision process can be foundge 56 of the USPAP Student Manual.
Whether a specific requirement is necessary will depend on ttoed tiseappraisal and/or the scope of the
work.

JURISDICTIONAL EXCEPTION RULE

If any part of these Standards is contrary to the law oli@pblicy of any jurisdiction, only that part shall be
void and of no force or effect in that jurisdiction.

The purpose of the Jurisdictional Exception Rule is strictlited to providing a saving aeverability clause
intended to preserve the balance of USPAP if one or morepdrits are determined to be contrary to law or
public policy of a jurisdiction.

SUPPLEMENTAL STANDARDS RULE

Supplemental standards applicable to assignments prepared féicgpeposes or property types may be

issued by government agencies, government sponsored enteq@risié®r entities that establish public policy.

STANDARD 1: REAL PROPERTY APPRAISAL, DEVELOPMENT

Note: All of the bold typein the book under Section 1isa possibletest question.

Standards Rule 1-1 relates to competency issues. (The requsarhtns section are BINDING; departure is
NOT permitted.)
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Standards Rule 1-2 (Binding requirements; departure is p&ditted.)

If the opinion of value is to be based on non-market fingneirfinancing with unusual conditions or
incentives, the terms of such financing must be clearly idedti#nd the appraiser’s opinion of their
contributions to or negative influence on value must be deedlbp analysis of relevant market data.

For example, a seller may agree to pay part of the closing oo#iat case, the buyer may be willing to pay
more for the property than under normal conditions.

Identify the effective date of the appraiser’s opinions and csiucis.

Identify any hypothetical conditions necessary in the assignment

The effective date of an appraisal is NOT always the date of theditien. When valuing an estate, the
effective date on the appraisal is likely to be the date of thesvdeath.

Standards Rule 1-3 (Specific requirements; departure is pedhitt

Standards Rule 1-4 (Specific requirements; departure is pedrhitt

An appraiser must analyze the effect on value, if any, of anticipateléc or private improvements, located on
or off the site, to the extent that market actions reflect sutitigated improvements as of the effective
appraisal date. Examples include a proposed airport or a nevafreew

Proposed improvements are hypothetical.

Standards Rule 1-5 (Binding requirements; departure is p&dritted.)

Standards Rule 1-6 (Binding requirements; departure is p&ditted.)



