
 
 
 
TO:  All Interested Parties 
 
FROM: Sandra Guilfoil, Chair 
  Appraisal Standards Board 
 
RE: Fourth Exposure Draft of proposed changes for the 2012-13 edition of the 

Uniform Standards of Professional Appraisal Practice and Request for Public 
Comment 

 
DATE:  December 10, 2010 
 
 
 
 
The goal of the Uniform Standards of Professional Appraisal Practice (USPAP) is to promote 
and maintain a high level of public trust in appraisal practice by establishing requirements for 
appraisers.  With this goal in mind, the Appraisal Standards Board (ASB) regularly solicits and 
receives comments and suggestions for improving USPAP.  Proposed changes are intended to 
improve USPAP understanding and enforcement, and thereby achieve the goal of promoting and 
maintaining public trust in appraisal practice. 
 
The ASB is currently considering changes for the 2012-2013 edition of USPAP.  All interested 
parties are encouraged to comment in writing to the ASB before the deadline of January 
14, 2011.  Respondents should be assured that each member of the ASB will thoroughly read and 
consider all comments.  Comments are also invited at the ASB public meeting on January 21, 
2011, in Scottsdale, Arizona. 
 
Written comments on this exposure draft can be submitted by mail, email and facsimile. 
 
Mail:  Appraisal Standards Board 
  The Appraisal Foundation 
  1155 15th Street, NW, Suite 1111 
  Washington, DC 20005 
 
Email:  comments@appraisalfoundation.org 
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Facsimile: (202) 347-7727 

mailto:comments@appraisalfoundation.org
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IMPORTANT NOTE: All written comments will be posted for public viewing, exactly as 
submitted, on the website of The Appraisal Foundation.  Names may be redacted upon 
request. 
 
The Appraisal Foundation reserves the right not to post written comments that contain 
offensive or inappropriate statements. 
 
If you have any questions regarding the attached exposure draft, please contact Carrie Cadle, 
Standards Administrator at The Appraisal Foundation, via e-mail at 
carrie@appraisalfoundation.org or by calling (202) 624-3058. 
 
Background 
 
The ASB’s original goals for the 2012-13 edition of USPAP were to review and revise as needed 
the following areas of USPAP: 

 Reporting Requirements 
 Reporting Options 
 STANDARDS 7 and 8 
 Other revisions and additions as needed to ensure clarity and relevance. 

 
The First and Second Exposure Drafts included a major emphasis on reporting.  This included 
reconsideration of the appropriate, minimum expectations that should exist whenever appraisers 
communicate opinions or assignment results to their clients and other intended users.  
 
The ASB believes the minimum reporting requirements of the various Standards could be more 
useable and understandable.  A predominant opinion is that limiting the number of specific 
reporting formats and allowing more flexibility in communicating the depth of content in any 
particular area would be beneficial for appraisers, clients, intended users, and reviewers.  This 
proposal was exposed in the Second Exposure Draft. 
 
Previous modifications of USPAP’s development requirements included removal of more rigid, 
specific departure provisions with a singular SCOPE OF WORK RULE that gave appraisers 
more flexibility and address only relevant issues.  The SCOPE OF WORK RULE outlined an 
appraiser’s responsibilities when determining what must be considered when developing an 
opinion.  The ASB believes that allowing more flexibility in what must be communicated or 
reported to a client or intended users should also be more flexible.  But it must also include 
related general rules that outline the minimum requirements of an appraiser whenever they are 
communicating assignment results and conclusions to a client or intended user.  This was 
exposed as a COMMUNICATION RULE in the First and Second Exposure Drafts. 
 
The ASB’s Third Exposure Draft, dated September 29, 2010, included notification that the 
proposed addition of the COMMUNICATION RULE intended to identify minimum 
expectations of appraisers in all relevant communications with clients and intended users was 
being removed from the goals for the 2012-13 edition of USPAP.  Revisions proposed for 
reporting formats were also removed.  The ASB’s challenge was simple: there was strong 
support for the proposal to reduce the reporting format options to the proposed two, or even to 
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one.  However, there was also a significant outcry against any articulation of expectations on the 
part of appraisers on any communication provided to a client or intended user prior to 
completion of a report.   
 
Public comments following this announcement in the Third Exposure Draft expressed 
disappointment that, at a minimum, the modifications to the reporting formats were not retained.  
However, the ASB continues to believe that these two issues: allowing for more flexibility in 
how an opinion is communicated; and clarifying the minimum responsibilities an appraiser has 
when communicating opinions, cannot be addressed separately.  Thus, the two issues will 
continue to be withheld from the proposed revisions to the 2012-13 edition of USPAP and 
studied for possible inclusion in the 2014-15 edition of USPAP. 
 
This Fourth Exposure Draft continues its refinement of additional changes to USPAP that are 
intended to improve its clarity, relevance and enforceability.  These proposed revisions and the 
subsequent public comment will be considered at the January 21, 2011, meeting of the ASB in 
Scottsdale, Arizona.   
 
If necessary, a Fifth Exposure Draft may be published in early February, 2011.  Final changes for 
the 2012-13 edition of USPAP are expected to be adopted at the April 8, 2011, meeting of the 
ASB in San Antonio, Texas.  
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Fourth Exposure Draft of 
Proposed Changes for the  

2012-13 edition of the Uniform Standards of Professional Appraisal Practice 
 

Issued: December 10, 2010 
Comment Deadline: January 14, 2011 

 
Each section of this exposure draft begins with a rationale for the proposed changes to USPAP.  
The rationale is identified as such and does not have line numbering.  Where proposed changes 
to USPAP are noted, the exposure draft contains line numbers.  This difference is intended to 
distinguish for the reader those parts that explain the changes to USPAP from the proposed 
changes themselves.   
 
When commenting on various aspects of the exposure draft, it is very helpful to reference the 
line numbers, fully explain the reasons for concern or support, provide examples or illustrations, 
and suggest any alternatives or additional issues that the ASB should consider.   
 
Please note that where text is to be deleted from USPAP, that text is shown as strikeout.  For 
example: This is strikeout text proposed for deletion.  Text that will be added to existing portions 
of USPAP is underlined.  For example: This is text proposed for insertion.   
 
Where proposed changes represent totally new language or sections, the text strikeout and 
insertion method mentioned above is not used. 
 
For ease in identifying the various issues being addressed, the exposure draft is presented in 
sections.  
 

TABLE OF CONTENTS 
 

Section Issue Page 

1 Proposed Revisions to DEFINITIONS of “Client,” “Extraordinary 
Assumption,” and “Hypothetical Condition” 

5 

2 Proposed Required Labeling of Hypothetical Conditions 7 

3 Proposed Revisions Relating to Development and Disclosure of 
Exposure Time Opinion 

9 

4 Proposed Revisions to Standards Rules 2-3, 3-6, 6-9, 8-3 and 10-3 13 

5 Proposed Retirement of STANDARDS 4 and 5 16 

6 Proposed RECORD KEEPING RULE and Related Edits to the Conduct 
Section of the ETHICS RULE 

18 

7 Proposed Revisions to Advisory Opinion 21, USPAP Compliance 22 

8 Proposed Revisions to STANDARD 7: PERSONAL PROPERTY 
APPRAISAL, DEVELOPMENT 

33 
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Section 1:   Proposed Revisions to DEFINITIONS of “Client,” “Extraordinary 
Assumption,” and “Hypothetical Condition”   

RATIONALE 
 
Revising the definition of “Client” 

The ASB has continued to hear questions and concerns regarding the definition of client and who 
an appraiser’s client is in a specific assignment.  Most frequently, the issue relates to assignments 
in which an appraiser is contacted and hired through an appraisal management company.  Many 
appraisers will, in such cases, identify the management company as the client, since it was the 
management company that contacted the appraiser and placed the order.  In practice, the 
appraisal management company often acts as an agent of a client who initiated the appraisal 
order.  For this reason, other appraisers have identified the management company’s client, if 
provided by the management company, as the client in the appraisal assignment.   

The ASB has provided guidance related to this issue in 2010 FAQ #95 and in a Q&A published 
in November 2009.  In order to further clarify the proper application of the term client, and to 
facilitate in the proper identification of the client in assignments, the Board is proposing to make 
a minor edit to the definition and an edit to the Comment to the definition of client. In the Third 
Exposure Draft the ASB suggested the Comment section be modified to make it clear that 
appraisers may be engaged directly by the client or through an agent. The Fourth Exposure Draft 
has added “and communicate” in the Comment to make it clear that an agent of the client may 
engage and communicate with the appraiser as a representative of the client.  

Revising the definitions of “Extraordinary Assumption” and “Hypothetical Condition” 

As discussed in more detail in the Third Exposure Draft, the current definitions of Extraordinary 
Assumption and Hypothetical Condition are often misunderstood by appraisers, clients and other 
intended users. They are also misapplied by appraisers, further increasing the probability of 
misleading assignment results. The ASB believes that adding the concept of the effective date of 
the assignment results to the definitions will reduce misunderstanding and misapplication of 
these terms. 

In this Fourth Exposure Draft the ASB has added “assignment results” and deleted the reference 
to appraisal and appraisal review as this requirement applies to all appraisal practice 
assignments, not just appraisals and appraisal reviews.  The Fourth Exposure Draft also makes 
clear that a Hypothetical Condition is contrary to what is known to exist on the effective date of 
the assignment results. 
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CLIENT:  the party or parties who engage, by employment or contract, an appraiser (by 1 
employment or contract) in a specific assignment. 2 

Comment: The client may be an individual, group, or entity, and may engage and 3 
communicate with the appraiser directly or through an agent.   4 

EXTRAORDINARY ASSUMPTION: an assumption, directly related to a specific assignment, 5 
as of the effective date of the assignment results, which, if found to be false as of the effective 6 
date of the appraisal or appraisal review, could alter the appraiser’s opinions or conclusions. 7 

Comment: Extraordinary assumptions presume as fact otherwise uncertain 
information about physical, legal, or economic characteristics of the subject 
property; or about conditions external to the property, such as market conditions 
or trends; or about the integrity of data used in an analysis. 

8 
9 

10 
11 

HYPOTHETICAL CONDITION: that which is contrary to what is known to exists on the 
effective date of the 

12 
assignment results, appraisal or appraisal review but is supposed for the 

purpose of analysis. 
13 
14 

Comment: Hypothetical conditions assume conditions contrary to known facts about 
physical, legal, or economic characteristics of the subject property; or about conditions 
external to the property, such as market conditions or trends; or about the integrity of data 
used in an analysis. 

15 
16 
17 
18 

 
NOTE:  Corresponding edits regarding the definition of Client will be made to STATEMENT 

ON APPRAISAL STANDARDS NO. 9. 
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Section 2:   Proposed Required Labeling of Hypothetical Conditions   

RATIONALE 

In USPAP all Extraordinary Assumptions and Hypothetical Conditions must be clearly and 
conspicuously stated; however, USPAP does not currently require that these actual terms be 
used. Comments to the Third Exposure Draft have been both in favor of and opposed to 
requiring the appraiser to label Extraordinary Assumptions and Hypothetical Conditions. The 
ASB previously proposed labeling both of these terms in the Third Exposure Draft. Some 
comments suggested delaying action until the proposed COMMUNICATION RULE is given 
further consideration. The ASB believes labeling is too important to delay, particularly with 
respect to Hypothetical Conditions. 

Several of the responses to the Third Exposure Draft expressed particular concern with a 
requirement that Extraordinary Assumptions be labeled. The primary reason was due to the 
difficulty in some cases to distinguish the difference between an Assumption and an 
Extraordinary Assumption. This should not be the case with Hypothetical Conditions as they are 
conditions which are contrary to what exists on the effective date of the assignment results. 
Therefore, when Hypothetical Conditions are utilized in an assignment the assignment results 
differ from what actually exists.  

As a result of these findings, the ASB is proposing changes to the Standards Rules on reporting 
to include the labeling requirement of Hypothetical Conditions only.  
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19 
20 

21 

STANDARDS RULE 2-2(a)(x): 

The content of a Self-Contained Appraisal Report must be consistent with the intended use 
of the appraisal and, at a minimum:  

(x) clearly and conspicuously: 

 state all extraordinary assumptions and hypothetical conditions and label 22 
them as such that their use might have affected the assignment results; 23 

24 and 

 state all hypothetical conditions, label them as such, and state that their 
use might have affected the assignment results.

25 
; and 26 

 state that their use might have affected the assignment results; 27 

28 
29 

30 

STANDARDS RULE 2-2(b)(x): 

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

(x) clearly and conspicuously: 

 state all extraordinary assumptions and hypothetical conditions and label 31 
them as such that their use might have affected the assignment results; 32 

33 and 

 state all hypothetical conditions, label them as such, and state that their 
use might have affected the assignment results.

34 
; and 35 

 state that their use might have affected the assignment results; 36 

37 
38 

39 

STANDARDS RULE 2-2(c)(x): 

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

(x) clearly and conspicuously: 

 state all extraordinary assumptions and hypothetical conditions and label 40 
them as such that their use might have affected the assignment results; 41 

42 and 

 state all hypothetical conditions, label them as such, and state that their 
use might have affected the assignment results.

43 
; and 44 

 state that their use might have affected the assignment results; 45 

Note: These same or similar edits will be made to the other reporting Standards Rules 
where applicable. 
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Section 3:   Proposed Revisions Relating to Development and Disclosure of Exposure 
Time Opinion 

RATIONALE 

The reporting requirements in STANDARDS 2, 6, 8 and 10 include the following Comment:  

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

Some have taken this to mean that when an opinion of exposure time is developed, that opinion 
must be reported.  Others have taken this to mean that when there are atypical conditions 
requiring explanation, those conditions, which might include exposure time, must be addressed.  
Still others see this Comment as ambiguous.   

In order to assure that intended users understand the context in which the opinion of value is 
developed, the Board is proposing to make it a clear requirement that reasonable exposure time 
must be reported in all assignments in which an opinion of reasonable exposure time must be 
developed. 

While USPAP clearly requires developing an opinion of reasonable exposure time when 
developing an opinion of market value for real and personal property, the reporting of such an 
opinion is not clearly specified in the current reporting requirements of STANDARDS 2 (real 
property) and 8 (personal property). 

Although this rationale presents the issue of exposure time in the context of real property 
assignments, there are somewhat similar requirements applicable, albeit less frequently, in 
personal property. 

Standards Rules 2-2(a)(v) and 2-2(b)(v) require that each report include “comments needed to 
clearly indicate to intended users how the definition is being applied.”  Some take this to mean 
that in a Self-Contained Appraisal Report or a Summary Appraisal Report that includes an 
opinion of market value, the exposure time must be stated.   

Standards Rules 2-2(a)(viii) and 2-2(b)(viii) require “sufficient information to indicate that the 
appraiser complied with the requirements of STANDARD 1.”  STANDARD 1 currently requires 
that the appraiser, when developing an opinion of market value, also develop on opinion of 
reasonable exposure time linked to the market value opinion.  Based on this development 
requirement, inclusion of the exposure time opinion in the report would be the appropriate means 
to indicate compliance with STANDARD 1. 

The Comment to Standards Rules 1-2(c) currently states, “When developing an opinion of 
market value, the appraiser must also develop an opinion of reasonable exposure time linked to 
the value opinion.”  This is a similar Comment to Standards Rule 7-2(c) which states, “When 
developing an opinion of value in a specified market or at a specified market level based on the 
potential sale of the property, the appraiser must also develop an opinion of reasonable exposure 
time linked to the value opinion.” 
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The reason an opinion of reasonable exposure time is required in market value assignments is 
because a property’s being exposed to the market for a reasonable time is an element of many 
market value definitions.  In the process of reviewing and revising STANDARD 7 for the 2012-
13 edition of USPAP, a question was raised regarding whether the requirement to address 
exposure time should be triggered by a value type, or by the specific language of the definition 
being applied.  The Third Exposure Draft included the following proposed language as a 
Comment to Standards Rule 7-2(c): 

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

The Board believes that it may be more reasonable to require the opinion of reasonable exposure 
time whenever it is an element of the definition, regardless of what the type of value is labeled. 
Therefore, the Board is exposing a similar edit to the Comment of Standards Rule 1-2(c) in this 
Fourth Exposure Draft.   

The Board is proposing the following language for Standards Rules 2-2(a)(v), 2-2(b)(v), and 2-
2(c)(v):  

When an opinion of reasonable exposure time has been developed in compliance with 
Standards Rule 1-2(c), the opinion must be stated in the report. 

NOTE: The following pages show edits to STANDARD 2; however, corresponding edits 
would also be made to STANDARD 8.  In addition, for the sake of brevity, only 
those footnote references that apply to the specific text shown have been included. 
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Standards Rule 1-2 

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

46 
47 
48 

49 

50 

51 

52 
53 
54 
55 
56 

(i) in terms of cash; or 

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

(iii) in other precisely defined terms; and 

(iv) if the opinion of value is to be based on non-market financing or 
financing with unusual conditions or incentives, the terms of such 
financing must be clearly identified and the appraiser’s opinion of 
their contributions to or negative influence on value must be 
developed by analysis of relevant market data; 

Comment: When developing an opinion of market value, the appraiser 57 
must also develop an opinion of reasonable exposure time linked to the 58 
value opinion.8 59 

Comment: When exposure time is a component of the definition for the 60 
value opinion being developed, the appraiser must also develop an opinion 61 
of reasonable exposure time linked to that value opinion.8 62 

Standards Rule 2-2(a)(v) 

(v) state the type and definition of value and cite the source of the definition; 63 

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

64 
65 
66 

67 
68 

69 
70 
71 

72 
73 
74 

75 
76 

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

 in terms of cash or of financing terms equivalent to cash, or 
 based on non-market financing or financing with unusual conditions 

or incentives. 

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

When an opinion of reasonable exposure time has been developed in 
compliance with Standards Rule 1-2(c), the opinion must be stated in the 
report.  When reporting an opinion of market value, the appraiser must 77 
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also report an opinion of reasonable exposure time linked to the value 78 
opinion.1 79 

Standards Rule 2-2(b)(v) 

 (v) state the type and definition of value and cite the source of the definition; 80 

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

81 
82 
83 

84 
85 

86 
87 
88 

89 
90 
91 

92 
93 

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

 in terms of cash or of financing terms equivalent to cash, or 
 based on non-market financing or financing with unusual conditions 

or incentives. 

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

When an opinion of reasonable exposure time has been developed in 
compliance with Standards Rule 1-2(c), the opinion must be stated in the 
report.  When reporting an opinion of market value, the appraiser must 94 
also report an opinion of reasonable exposure time linked to the value 95 
opinion.2 96 

Standards Rule 2-2(c)(v) 

 (v) state the type of value, and cite the source of its definition;  97 

Comment: When an opinion of reasonable exposure time has been 
developed in compliance with Standards Rule 1-2(c), the opinion must be 
stated in the report.  

98 
99 

When reporting an opinion of market value, the 100 
appraiser must also report an opinion of reasonable exposure time linked 101 
to the value opinion.3 102 

NOTE:  Corresponding edits will be made to STATEMENT ON APPRAISAL STANDARDS 
NO. 6. 

                                                 
1 See Statement on Appraisal Standards No. 6, Reasonable Time in Real Property and Personal Property Market 
Value Opinions.   
2 See Statement on Appraisal Standards No. 6, Reasonable Time in Real Property and Personal Property Market 
Value Opinions.   
3 See Statement on Appraisal Standards No. 6, Reasonable Time in Real Property and Personal Property Market 
Value Opinions.   
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Section 4:  Proposed Revisions to Standards Rules 2-3, 3-6, 6-9, 8-3 and 10-3 

RATIONALE 
 
In the prior exposure drafts of proposed changes for the 2012-13 edition of USPAP, the 
Appraisal Standards Board sought input regarding expanding the certification requirements for 
prior services regarding the subject property. 
 
The Third Exposure Draft explained the revisions to the ETHICS RULE that addressed prior 
services and the required disclosure to the client prior to acceptance of an assignment and/or 
upon discovery of the prior service. The 2010-11 changes also expanded the appraiser’s 
obligation to disclose current or prospective interests in the subject property or the parties 
involved, making the disclosures similar. 

While the obligations to disclose prior services and current/prospective interests are similar in 
nature, the certification requirements are quite different in the 2010-11 edition of USPAP.  In the 
2010-11 edition, the prior service(s) currently must be addressed in the certification only when 
the appraiser has provided them within the relevant timeframe.  Conversely, in the 2010-11 
edition, the appraiser must disclose either the presence or absence of any current or prospective 
interest regarding the subject or the parties involved.  For the 2012-13 edition of USPAP, the 
Board is proposing that prior service(s) regarding the subject property be treated similarly in the 
certification as current/prospective interests are treated to improve consistency. 

The feedback from respondents was mixed, with some expressing the opinion that rather than 
changing the certification, the requirement to disclose and report a prior service should be 
eliminated totally.  This feedback included rationale that the definition of appraiser eliminates 
the need to disclose any prior service.  Others expressed support for the changes to improve the 
consistency of USPAP.  The ASB carefully considered all comments.  No additional changes 
from the Third to the Fourth Exposure Draft were made with the exception of a minor word edit 
on line 115 on the following page. 

The ASB is proposing the following addition to the certification: 

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

NOTE: The proposed revisions appear for Standards Rule 2-3 on the following pages; 
however, the proposed revisions would also apply to Standards Rules 3-6, 6-9, 8-3, 
and 10-3.  
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STANDARDS RULE 2-3 

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

103 
104 

105 

106 

107 
108 
109 

110 
111 
112 

113 
114 

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

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

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

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

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

115 
116 

117 
118 

119 
120 

121 
122 
123 
124 
125 

126 
127 
128 

129 
130 
131 
132 

133 
134 
135 

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

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

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

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

— 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 this certification, the 
certification must clearly specify which individuals did and which individuals 
did not make a personal inspection of the appraised property.) 

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

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

136 
137 
138 

139 
140 
141 

In an assignment that includes only assignment results developed by the real property 
appraiser(s), any appraiser(s) who signs a certification accepts full responsibility for all 
elements of the certification, for the assignment results, and for the contents of the 



 

Fourth Exposure Draft of Changes for the 2012-13 USPAP 15 

 

142 
143 
144 
145 
146 

147 
148 
149 
150 
151 

152 
153 
154 
155 
156 

appraisal report. In an assignment that includes personal property, business or intangible 
asset assignment results not developed by the real property appraiser(s), any real property 
appraiser(s) who signs a certification accepts full responsibility for the real property 
elements of the certification, for the real property assignment results, and for the real 
property contents of the appraisal report. 

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

The names of individuals providing significant real property appraisal assistance who do 
not sign a certification must be stated in the certification. It is not required that the 
description of their assistance be contained in the certification, but disclosure of their 
assistance is required in accordance with Standards Rule 2-2(a)(vii), (b)(vii), or (c)(vii), 
as applicable. 
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Section 5: Proposed Retirement of STANDARDS 4 and 5 

RATIONALE 

In the prior exposure drafts of proposed changes for the 2012-13 edition of the Uniform 
Standards of Professional Appraisal Practice, the Board sought input regarding STANDARDS 4 
and 5, Real Property Appraisal Consulting Development and Reporting.   

In responses to prior exposure drafts, the Board did not receive any positive feedback for 
expanding STANDARDS 4 and 5 to include personal property, business enterprise, or intangible 
assets.  

In the Third Exposure Draft, the Board explained the rationale for considering the retirement of 
STANDARDS 4 and 5, and requested applicable feedback on this proposal. The Board received 
positive feedback recommending this course of action. 

There was also some feedback from respondents that included incorrect examples from those 
who support retaining STANDARDS 4 and 5. One such example included the need for 
STANDARDS 4 and 5 to review a large group of appraisals – this assignment must comply with 
the requirements of STANDARD 3, not STANDARDS 4 and 5. Another example offered 
providing an opinion of value for foreclosed real property – this assignment must comply with 
the requirements of STANDARD 1 and 2, not STANDARDS 4 and 5.  

The Board has not received any convincing examples that support for the need to maintain 
STANDARDS 4 and 5. However, the Board has received examples that support the retirement of 
STANDARDS 4 and 5. 

The following is taken from STANDARD 4: “Except when required by law, regulation, 
agreement, or choice, this appraisal consulting STANDARD does not apply to services provided 
by an appraiser acting under the standards of other professions or business activities.” 
STANDARDS 4 and 5 do not necessarily cover accountants, brokers, consultants and others 
providing appraisal consulting services. 

STANDARDS 4 and 5 apply to real property appraisal consulting assignments “where at least 
one opinion of value is a component of the analysis leading to the assignment results.”  When the 
opinion of value is developed by the appraiser performing the real property appraisal consulting 
assignment, the assignment must be in compliance with STANDARD 1 and 2.  

If the appraisal consulting assignment includes an opinion of the quality of another appraiser’s 
work, the assignment must be in compliance with STANDARD 3.  

With the confusion and misapplication of STANDARDS 4 and 5, the Board is continuing the 
request for feedback on the proposed retirement of STANDARDS 4 and 5 in this Fourth 
Exposure Draft.  

Although there would be no Standards or Standards Rules that apply to the consulting 
component of a consulting assignment completed by the appraiser, the service provided in such 
an assignment would still be appraisal practice as defined in USPAP.  Because it is appraisal 
practice, the DEFINITIONS, PREAMBLE, ETHICS RULE, COMPETENCY RULE, 
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JURISDICTIONAL EXCEPTION RULE, and applicable Statements on Appraisal Standards 
would apply. 

The ETHICS RULE requires that all assignments (not just those covered in STANDARDS 1 
through 10) be performed “with impartiality, objectivity, and independence, and without 
accommodation of personal interests.”  The development and reporting of the appraisal 
consulting component must not violate any of the prohibitions listed in the ETHICS RULE.  

With the proposed retirement of STANDARDS 4 and 5, there would be no need for USPAP to 
recognize appraisal consulting assignments as anything other than appraisal, appraisal review, 
and/or other services within appraisal practice.  Therefore, the Board is also proposing to delete 
the definition of appraisal consulting and references to appraisal consulting throughout USPAP. 

The Board continues to seek views, examples, and input on the proposed retirement of 
STANDARDS 4 and 5, Real Property Appraisal Consulting Development and Reporting.  

NOTE: Because the proposal is to retire STANDARDS 4 and 5, corresponding edits are not 
provided on the following pages.  

The retirement of STANDARDS 4 and 5 will not affect the numbering of 
STANDARDS 6 through 10. 
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Section 6: Proposed RECORD KEEPING RULE and Related Edits to the Conduct 
Section of the ETHICS RULE 

RATIONALE 

As stated within the Third Exposure Draft, the appropriateness of having record keeping 
requirements located within the ETHICS RULE has been questioned. 

Comments received during the Third Exposure draft were mixed regarding the creation of the 
RECORD KEEPING RULE and ETHICS RULE changes.  Those in favor of the proposed 
changes primarily cited improved clarity and reasonableness.  Those opposed to the proposed 
changes maintained that record keeping has a fundamental ethical obligation and the removal of 
the Record Keeping section may diminish its importance. 

Public comments expressed concern that because the Record Keeping section is part of the 
ETHICS RULE, even a minor clerical issue may be viewed as an ethical violation.   

The Board believes that while the obligations of record keeping are important, minor clerical or 
administrative errors should not rise to the level of an ethical violation.  However, deliberate acts 
that violate the record keeping requirements should be seen as ethical violations.   

As such, the creation of the RECORD KEEPING RULE and ETHICS RULE changes remain 
largely as previously exposed.  Additionally, the prohibition against a willful or deliberate failure 
to comply with the RECORD KEEPING RULE continues to be proposed as an addition to the 
Conduct section of the ETHICS RULE as indicated on the following pages. 

In attempt to add further clarity, a minor edit is proposed in this exposure draft to the language 
on line 192.  

NOTE:  Although the RECORD KEEPING RULE appearing on the following pages does not 
currently exist in USPAP, a Record Keeping section in the ETHICS RULE does.  
Therefore, the proposed changes are shown in both underscore and strikethrough text 
based on proposed changes to the Third Exposure Draft. 
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RECORD KEEPING RULE 

An appraiser must prepare a workfile for each appraisal, or appraisal review assignment.  
A workfile must be in existence prior to the issuance of any report. A written summary of 
an oral report must be added to the workfile within a reasonable time after the issuance of 
the oral report. 

157 
158 
159 
160 

161 

162 
163 

164 
165 
166 
167 

168 

The workfile must include:  

 the name of the client and the identity, by name or type, of any other intended 
users; 

 true copies of any written reports, documented on any type of media.  (A true copy 
is a replica of the report transmitted to the client. A photocopy or an electronic copy 
of the entire report transmitted to the client satisfies the requirement of a true 
copy); 

 summaries of all oral reports or testimony, or a transcript of testimony, including 
the appraiser’s signed and dated certification; and 169 

170 
171 
172 

173 
174 
175 
176 

177 
178 
179 

180 
181 
182 
183 

184 
185 

186 

187 

188 

189 

 all other data, information, and documentation necessary to support the appraiser’s 
opinions and conclusions and to show compliance with USPAP, or references to the 
location(s) of such other documentation; and 

 a workfile in support of a Restricted Use Appraisal Report must be sufficient for 
the appraiser to produce a Summary Appraisal Report (for assignments under 
STANDARDS 2 and 8) or an Appraisal Report (for assignments under 
STANDARD 10). 

An appraiser must retain the workfile for a period of at least five years after preparation 
or at least two years after final disposition of any judicial proceeding in which the 
appraiser provided testimony related to the assignment, whichever period expires last.  

An appraiser must have custody of the workfile, or make appropriate workfile retention, 
access, and retrieval arrangements with the party having custody of the workfile.  This 
includes ensuring that a workfile is stored in a medium that is retrievable by the appraiser 
throughout the prescribed record retention period. 
 
An appraiser having custody of a workfile must allow other appraisers with workfile 
obligations related to an assignment appropriate access and retrieval for the purpose of: 

 submission to state appraiser regulatory agencies; 

 compliance with due process of law; 

 submission to a duly authorized professional peer review committee; or 

 compliance with retrieval arrangements.  

Comment: A workfile must be made available by the appraiser when required by a state 
appraiser regulatory agency or due process of law.   

190 
191 
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An appraiser who willfully and or knowingly fails to comply with the obligations of this 
RECORD KEEPING RULE is in violation of the ETHICS RULE. 

192 
193 

194 ETHICS RULE 

Conduct 195 

196 
197 

198 

199 

200 

201 
202 

203 
204 

205 

206 
207 

208 
209 

210 
211 
212 
213 

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

An appraiser: 

 must not perform an assignment with bias; 

 must not advocate the cause or interest of any party or issue; 

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

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

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

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

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

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

 must not engage in criminal conduct; and 214 

215 
216 

217 

 must not willfully or knowingly violate the requirements of the RECORD 
KEEPING RULE; and 

 must not perform an assignment in a grossly negligent manner. 

Comment: Development Standards (1-1, 3-1, 4-1, 6-1, 7-1 and 9-1) address the 
requirement that “an appraiser must not render appraisal services in a careless or 
negligent manner.”  The above requirement deals with an appraiser being grossly 
negligent in performing an assignment which would be a violation of the 

218 
219 
220 

Conduct 
section of the ETHICS RULE. 

221 
222 

223 
224 
225 

226 

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

 any current or prospective interest in the subject property or parties involved; and 
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227 
228 
229 

 any services regarding the subject property performed by the appraiser within the 
three year period immediately preceding acceptance of the assignment, as an 
appraiser or in any other capacity. 

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

230 
231 
232 
233 
234 
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Section 7: Proposed Revision to Advisory Opinion 21, USPAP Compliance 

RATIONALE 
 
The Board has received requests for additional clarification and additional illustrative examples 
in Advisory Opinion 21, USPAP Compliance.   

Based in part on the possible retirement of STANDARDS 4 and 5 as well as based on responses 
received, the Board is proposing the following edits and enhancements to Advisory Opinion 21, 
USPAP Compliance.  

This exposure draft proposes deleting two illustrative examples, adding a replacement example 
and developing a new example to illustrate the impact of the retirement of STANDARDS 4 and 
5, as well as clarifying edits.  

The following changes to Advisory Opinion 21 are only being exposed based on the proposal to 
retire STANDARDS 4 and 5 as well as the addition of a new RECORD KEEPING RULE. If 
these proposals are not approved for the 2012-13 edition of USPAP, then the edits would need to 
be revised accordingly.  
 
The specific references to appraisal consulting in Advisory Opinion 21 were extensive and 
therefore have not been shown in strikethrough and underscore text. 
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235 

236 
237 
238 
239 

240 

241 

242 

243 
244 
245 
246 
247 

248 

249 

250 

251 
252 

253 

254 
255 

256 

257 

 
ADVISORY OPINION 21 (AO-21) 

This communication by the Appraisal Standards Board (ASB) does not establish new standards 
or interpret existing standards. Advisory Opinions are issued to illustrate the applicability of 
appraisal standards in specific situations and to offer advice from the ASB for the resolution of 
appraisal issues and problems.  

SUBJECT: USPAP Compliance 

APPLICATION: Real Property, Personal Property, Intangible Property 

THE ISSUE: 

Individuals perform numerous roles within the broad realm of valuation services.  Examples 
include appraisal, brokerage, auctioning, property management, consulting, and collecting 
market data.  Some valuation services are part of appraisal practice and require compliance with 
USPAP.  What are the USPAP compliance requirements for these various services?  More 
specifically:  

1. When should an individual comply with USPAP?  

2. What is the relationship between Valuation Services and Appraisal Practice? 

3. What does acting “as an appraiser” or performing a service “as an appraiser” mean? 

4. Why does an expectation for an individual to act as an appraiser indicate an 
obligation to comply with USPAP? 

5. What are the responsibilities of an appraiser regarding intended user expectations? 

6. What are the USPAP obligations for appraisal practice outside of appraisal and 
appraisal review? 

7. What are the USPAP obligations for valuation services outside of appraisal practice? 

ADVICE FROM THE ASB ON THE ISSUE: 

1. When should an individual comply with USPAP?  258 

259 
260 
261 
262 
263 
264 
265 
266 

                                                

The PREAMBLE states that compliance with USPAP is required when either the service or the 
appraiser is obligated to comply by law or regulation, or by agreement with the client or 
intended users. An obligation to comply with USPAP is created by law, regulation, or agreement 
with intended users.4 In such cases an appraiser must follow USPAP.  The PREAMBLE also 
states that when not obligated, individuals may still choose to comply with USPAP.  The 
ETHICS RULE states that an individual should comply any time that individual represents that 
he or she is performing the service as an appraiser.5  An ethical obligation to comply with 
USPAP is created by choice, that is, by choosing to represent one’s self as an appraiser. 

 
4 USPAP gains legal authority through adoption by the various state and federal jurisdictions. Consequently, the 

legal requirement to follow USPAP is rooted in federal and state laws or regulations.  
5 The PREAMBLE states that the appraiser’s responsibility is to protect the overall public trust and it is the 

importance of the role of the appraiser that places ethical obligations on those who serve in this capacity. 
However, the PREAMBLE also states that USPAP does not establish who or which assignments must comply. 



 

Fourth Exposure Draft of Changes for the 2012-13 USPAP 24 

 

267 Therefore, 

268 
269 

 When required by law, regulation, or agreement, an individual must comply with 
USPAP.  

270 
271 

 When choosing to represent oneself as an appraiser, an individual should comply with 
USPAP. 

2. What is the relationship between Valuation Services and Appraisal Practice? 272 

273 
274 
275 

276 
277 
278 

279 
280 
281 

282 
283 

A key to distinguishing an appraiser’s obligations is understanding the relationship between 
“valuation services” and “appraisal practice” in USPAP. Appraisal practice is a subset of 
valuation services.  

“Valuation services” are services pertaining to aspects of property value. Appraisers and others 
for whom value is an issue provide valuation services. Examples include appraisal, brokerage, 
auctioning, property management, consulting, and collecting market data. 

“Appraisal practice” is defined as valuation services performed by an individual acting as an 
appraiser. Only appraisers may offer services that are considered appraisal practice. Examples 
include appraisal and appraisal review. 

Since USPAP obligations apply to those who are acting as appraisers, USPAP applies to 
appraisal practice. 

3. What does acting “as an appraiser” or performing a service “as an appraiser” mean? 284 

285 
286 
287 
288 
289 
290 

291 
292 
293 
294 
295 

296 
297 
298 
299 

An “appraiser” is defined as one who is expected to perform valuation services competently and 
in a manner that is independent, impartial, and objective (bold added for emphasis). Therefore, 
an individual “acting as an appraiser” is expected, in part, to be competent in the service being 
provided. Also, an individual “acting as an appraiser” is expected to provide the service in a 
manner that is independent, impartial, and objective. Performing a service in a manner that is 
independent, impartial, and objective is an ethical requirement within USPAP. 

“Acting as an appraiser” means representing oneself as an appraiser. Many individuals have 
other professional roles in addition their appraiser role. For example, some appraisers are also 
brokers, consultants, or leasing agents. Individuals who have appraiser roles as well as other 
professional roles must be careful to explain their role in performing a given valuation service 
(see question #7 below). 

Law, regulation, agreement, or representation (choice) each prescribes when a valuation service 
is to be provided by an appraiser as part of appraisal practice. Emphasizing another portion of the 
definition of an “appraiser” is one who is expected to perform valuation services competently 
and in a manner that is independent, impartial, and objective (bold added for emphasis). The 
Comment to the definition goes on to state that the expectation [for ethical and competent 
performance] occurs when individuals, either by choice or by requirement… represent that they 
comply. Expectation is the crucial element in determining when one is acting as an appraiser.  

300 
301 
302 

4. Why does an expectation for an individual to act as an appraiser indicate an obligation 303 
to comply with USPAP?  304 

                                                                                                                                                             
Neither The Appraisal Foundation nor its Appraisal Standards Board is a government entity with the power to 
make, judge, or enforce law. 
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305 
306 
307 
308 
309 

310 
311 

312 
313 
314 
315 
316 
317 
318 
319 

320 
321 
322 
323 

Public trust requires that when an individual is expected to perform with the ethics and 
competency of an appraiser, he or she will do so. An individual who agrees to perform a 
valuation service as an appraiser has a duty to comply with the ethics and competency that the 
public expects from an appraiser. This obligates the individual to comply with USPAP in 
performing the service. 

The definition of an appraiser in conjunction with the need for public trust establishes the 
“expectation” as the basis for the obligation to comply with USPAP. 

Intended user expectations for valuation services performed in compliance with USPAP are 
created when an individual represents that he or she is acting as an appraiser in a service. For 
example, these expectations can arise when an individual advertises or solicits as an appraiser 
(such as telephone listings, professional directories, business cards, stationery, or office signage), 
holds appraiser accreditation from a licensing agency, or maintains membership in a professional 
appraiser organization. An individual’s identification as an appraiser in a given valuation service 
establishes a justifiable expectation that the valuation service will be performed in compliance 
with USPAP. 

In summary, expectation is the basis for determining when an individual providing a valuation 
service is acting as an appraiser. Because of the need to preserve public trust and confidence in 
appraisal practice, the expectations of the client and other intended users for ethical and 
competent performance create an obligation to comply with USPAP.  

5. What are the responsibilities of an appraiser regarding intended user expectations?  324 

325 
326 
327 
328 
329 
330 

331 
332 
333 
334 
335 
336 
337 
338 

The appraiser has a professional responsibility to recognize the capacity in which he or she is 
performing. The responsibility includes inquiry about, and recognition of, the intended users’ 
expectations. When an individual’s appraisal expertise and reputation for providing services 
without bias induce the client or other intended users to select the individual to provide a 
valuation service, there is a justifiable expectation that the valuation service will be performed in 
compliance with USPAP.  

When an individual who acts as an appraiser in some circumstances chooses to provide a 
valuation service in some other capacity (i.e., not as an appraiser and outside of appraisal 
practice), he or she must not represent himself or herself to be acting in the capacity of an 
appraiser. Since choice is an instrument to create USPAP obligations it follows that when an 
individual has an opportunity to choose the capacity in which he or she will provide a valuation 
service, he or she is free to provide the valuation service as an appraiser or in some other 
capacity. However, an individual who is recognized as an appraiser must use great care not to 
violate the public trust. 

6. What are the USPAP compliance obligations for appraisal practice outside of appraisal 339 
and appraisal review?  340 

341 
342 
343 

344 
345 
346 
347 

Within appraisal practice, there are some assignments that are addressed by Standards (i.e., 
STANDARDS 1 through 10). The Standards describe the requirements for appraisal and 
appraisal review assignments.  

However, STANDARDS 1 through 10 do not apply in the performance of all appraisal practice 
services. Examples include assignments (performed as an appraiser) to teach appraisal courses, 
provide sales data, collect market data, analyze specific elements of value (e.g., reproduction cost 
or functional utility), and develop educational texts. (As defined in USPAP, assignments are 
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348 
349 

350 
351 
352 
353 
354 

performed by an individual acting as an appraiser. Therefore, all assignments fall within 
appraisal practice.) 

Assignments to which STANDARDS 1 through 10 do not apply must still comply with the 
portions of USPAP that apply generally to appraisal practice. These include the DEFINITIONS, 
PREAMBLE, ETHICS RULE, COMPETENCY RULE, JURISDICTIONAL EXCEPTION 
RULE, and applicable Statements on Appraisal Standards.  As a result, such assignments must 
be provided without bias or accommodation of personal interest by competent appraisers.  

The RECORD KEEPING RULE applies to appraisal and appraisal review assignments (i.e., 
STANDARDS 1 through 10). For other assignments, there are no workfile or record keeping 
requirements in USPAP.  The SCOPE OF WORK RULE also applies only to appraisal and 
appraisal review assignments. 

355 
356 
357 
358 

7. What are the USPAP obligations for valuation services outside of appraisal practice? 359 

360 
361 
362 
363 
364 
365 
366 
367 
368 
369 

370 
371 
372 
373 
374 
375 
376 

As previously stated, many individuals have other professional roles in addition to their appraiser 
role. For example, some appraisers are also attorneys, accountants, brokers, or consultants. 
USPAP also places an obligation on an individual who sometimes acts as an appraiser even 
when he or she provides a valuation service in some other capacity – that obligation being not to 
mislead the users of the valuation service about the capacity in which he or she is acting. The 
ETHICS RULE states that an appraiser must not misrepresent his or her role when providing 
valuation services that are outside of appraisal practice. If a valuation service is premised on 
advocacy or compensation arrangements that are contrary to the ETHICS RULE, the valuation 
service is not consistent with the objectives of USPAP and cannot be performed by the 
individual acting as an appraiser. 

An individual who sometimes provides services as an appraiser, but who is currently acting in 
another role, must ensure that intended users are not misled as to the individual’s role in 
providing that valuation service. This can be accomplished through such means as disclosure, 
notification, or careful distinction when providing the valuation service as to the individual’s 
role. Additionally, clear representation of the valuation services to be rendered in the 
engagement communication, scope of work description, or contract, as well as in written and oral 
correspondence with the client should assist in ensuring intended users are not misled. 
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377 

378 

Relationships and Application 

The relationship between valuation services and appraisal practice can be illustrated as follows. 
 

Valuation Services 

Don’t Misrepresent 

Appraisal Practice
(Acting as an Appraiser)

USPAP Obligations 

Appraisal

Appraisal Review

Standards 1-10 Apply

 

 
379 Valuation Services (large light-shaded oval): When providing valuation services, the obligation 
380 for an individual recognized in some circumstances as an appraiser is not to misrepresent his or 
381 her role. 
382 Appraisal Practice (dotted-line oval): Within valuation services is appraisal practice (i.e., 
383 valuation services provided by an individual acting as an appraiser). All services performed as 
384 part of appraisal practice must comply with USPAP.  The portions of USPAP that apply 
385 generally to appraisal practice include the DEFINITIONS, PREAMBLE, ETHICS RULE, 
386 COMPETENCY RULE, JURISDICTIONAL EXCEPTION RULE, and applicable Statements 
387 on Appraisal Standards. 
388 Appraisal and Appraisal Review (dark-shaded oval within Appraisal Practice oval): Within 
389 appraisal practice, there are requirements that apply to developing and communicating appraisal 

and appraisal review assignments in addition to those that apply to all appraisal practice. These 390 
391 requirements are described by STANDARDS 1 – 10, the SCOPE OF WORK RULE, and the 
392 RECORD KEEPING RULE.  
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VALUATION SERVICES 

 Appraisal Practice 

 

Other Roles 
(e.g. brokerage, 

property 
management) 

Other 
Services 

Appraisal and 
Appraisal Review  

Pertains to aspects of value    

Performed by individual acting 
as an appraiser 

   

Obligation to comply with 
USPAP 

   

Performance and reporting 
requirements (STANDARDS 
1-10) 

   

Record keeping and workfile 
requirements 

   

Summary 393 

 An individual must comply with USPAP when required by law, regulation, or agreement.  394 

 An individual should comply with USPAP when choosing to represent one’s self as an 395 
appraiser. 396 

398 

400 

402 
403 
404 
405 

407 
408 

410 
411 

413 
414 

416 
417 

 Appraisal practice is a subset of valuation services. Since USPAP obligations apply to those 397 
who act as appraisers, USPAP applies to appraisal practice. 

 The definition of appraiser and need for public trust establish the factor of “expectation” as 399 
the basis for the obligation to comply with USPAP. 

 An individual’s public identification as an appraiser establishes a justifiable expectation that 401 
valuation services will be performed in compliance with USPAP. Because of the need to 
preserve public trust and confidence in appraisal practice, the expectations of the client and 
other intended users for ethical and competent performance create an obligation to comply 
with USPAP. 

 The appraiser has a professional responsibility to recognize the capacity in which he or she is 406 
performing. The responsibility includes inquiry about, and recognition of, the client’s 
expectations. 

 When an individual has an opportunity to choose the capacity in which he or she will provide 409 
a valuation service, he or she is free to provide the valuation service as an appraiser or in 
some other capacity.  

 An individual who is recognized as an appraiser must use great care not to violate the public 412 
trust. An appraiser acting in another role must ensure that intended users are not misled as to 
the individual’s role in providing that valuation service. 

 USPAP also places an obligation on an appraiser even when he or she provides a valuation 415 
service in some other capacity – that obligation being to not mislead the intended users of the 
valuation service about the capacity in which he or she is acting. 
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419 
420 

422 
423 
424 

426 

427 

428 

430 

431 
432 
433 

434 
435 
436 
437 
438 
439 

440 
441 
442 
443 
444 
445 

 If a valuation service is premised on advocacy, or compensation arrangements that are 418 
contrary to the ETHICS RULE, an individual acting as an appraiser cannot perform the 
valuation service.  

 Within appraisal practice, there are Standards that describe the requirements for developing 421 
and communicating appraisal and appraisal review assignments. Appraisers who provide 
valuation services for which there are no Standards need to comply with the portions of 
USPAP that apply generally to appraisal practice. 

 The SCOPE OF WORK RULE and the RECORD KEEPING RULE apply only to appraisal 425 
and appraisal review assignments. 

Illustrations 

Brokerage and Appraisal 
1. Robert Agent is an individual who provides both brokerage and appraisal services.  What are 429 

Robert’s obligations under USPAP when preparing a broker’s price opinion (BPO)?  

Answer: Many states’ brokerage and appraiser licensing laws have specific provisions for 
appraisers who are also brokers. In the absence of such laws, USPAP provides flexibility 
for brokers/appraisers and others who have multiple professional roles.  

If providing the service as an agent or broker, USPAP requires only that an appraiser must 
not misrepresent his or her role.  In others words, if Robert was contacted by his client 
because he is an agent or broker and signing his report as an agent or broker, then Robert 
need not comply with USPAP except to not misrepresent his role.  If Robert is contacted 
by the client because he is known as an appraiser and is signing his report as an appraiser, 
then USPAP applies.  

Appraisal Review 
2. Dan Williams is an appraiser. He was asked by a client to perform an “administrative 

screening” of an appraisal report to determine if a more thorough review is warranted. The 
client would like Dan to check the math calculations and determine whether the appraisal 
report complies with the client’s basic content specifications. What are Dan’s obligations 
under USPAP?  

Answer: The client has engaged Dan because of his identification as an appraiser.  This 
clearly creates an expectation by the client that the service will be provided in compliance 
with USPAP. Therefore, this service is part of appraisal practice.   At a minimum Dan 

446 
447 
448 

must comply with the portions of USPAP that apply generally to appraisal practice (i.e., 
DEFINITIONS, PREAMBLE, ETHICS RULE, COMPETENCY RULE, 
JURISDICTIONAL EXCEPTION RULE, and applicable Statements on Appraisal 
Standards). 

449 
450 
451 
452 

453 
454 
455 
456 
457 
458 
459 
460 

Dan must next decide if compliance with STANDARD 3 is required. To determine this 
Dan must consider the intended use, intended user, and type and definition of value for 
the assignment. These factors are the basis of Dan’s scope of work decision. If the 
appropriate scope of work includes developing and communicating an opinion about the 
quality of another appraiser’s work that was performed as part of an appraisal or 
appraisal review assignment, then that assignment is by definition an appraisal review. 
The label placed on the service cannot support acting outside of STANDARD 3. The 
client may call the assignment any number of other names but it is the extent of the 
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461 
462 
463 
464 

465 
466 
467 
468 
469 

470 
471 
472 
473 
474 
475 

service that defines it.6  Dan must decide, based on the problem to be solved and scope of 
work, if the assignment is an appraisal review as defined by USPAP. If the assignment is 
an appraisal review, then Dan must comply with the development and reporting 
requirements of STANDARD 3. 

There may be circumstances when Dan is not acting as an appraiser. If Dan acts in other 
roles, say as a mortgage underwriter, then Dan may be in position to provide the 
valuation service outside of appraisal practice. If Dan acts outside of appraisal practice, 
he must ensure that he does not misrepresent his role and that the client and any other 
intended users do not expect him to act as an appraiser. 

Rent Survey 
3. A client has asked Mike Black to perform a rent survey. The client owns the Acme Office 

Building and wants to know if he is charging enough rent. The client asked Mike to perform 
this work because he knows Mike is an appraiser; therefore, this valuation service is included 
in appraisal practice and USPAP applies. How can Mike provide this service in compliance 
with USPAP? 

Answer: Mike should fully investigate the client’s expectations before determining the 
scope of work for this assignment. Does the client want only to know what rental rates 
are being charged for other office buildings in the area? If so, this is likely a service for 
which USPAP has no Standards (i.e., STANDARDS 1 and 2 when providing real 
property appraisals). Mike would then be obligated to comply with the portions of 
USPAP that apply generally to appraisal practice (i.e., DEFINITIONS, PREAMBLE, 
ETHICS RULE, COMPETENCY RULE, JURISDICTIONAL EXCEPTION RULE, and 
applicable Statements on Appraisal Standards). The development and reporting of the 
assignment results would be entirely at his discretion, and a workfile would not be 
required.  

476 
477 
478 
479 
480 
481 
482 
483 
484 
485 

486 
487 
488 
489 
490 
491 

492 
493 
494 
495 

However, if the client expects Mike to collect rental rate and lease term information and 
to analyze them to conclude the market rental terms for the Acme Building, this is an 
appraisal. This assignment is an appraisal because it includes a specific subject property 
(i.e., the right to use space in the building) and the problem to be solved in the assignment 
is a value opinion (i.e., the market rental terms for that space). The appraisal assignment 
should then be completed in compliance with STANDARDS 1 and 2. 

Litigation Services 
4. Marie Vaughn has a diverse appraisal practice and provides specialized litigation services. 

She commonly aids attorneys in developing cross-examination strategies for expert witness 
testimony from appraisers. How does USPAP apply to Marie’s “litigation services?” 

Answer: In order to determine Marie’s obligation, it is necessary to understand the nature 
of her role. If she is acting as an appraiser, her litigation services are part of appraisal 
practice and the ethics and competency requirements of USPAP apply. Marie must 
comply, at a minimum, with the portions of USPAP that apply generally to appraisal 
practice. These include the DEFINITIONS, PREAMBLE, ETHICS RULE, 
COMPETENCY RULE, JURISDICTIONAL EXCEPTION RULE, and applicable 
Statements on Appraisal Standards.  As an appraiser, Marie cannot act as an advocate for 
any party or issue.  

496 
497 
498 
499 
500 
501 
502 
503 

                                                 
6 The Comment to the definition of appraisal practice states that the use of other nomenclature for an appraisal, or 

appraisal review assignment (e.g., analysis, counseling, evaluation, study, submission, or valuation) does not 
exempt an appraiser from adherence to the Uniform Standards of Professional Appraisal Practice. 
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If Marie’s services include providing an opinion of value, she must comply with the 
appropriate appraisal standards (STANDARDS 1 and 2, 7 and 8, or 9 and 10). If Marie’s 
services include providing an opinion about the quality of another appraiser’s work, the 
appraisal review requirements of STANDARD 3 apply.  

On the other hand, if Marie provides litigation services as an advocate, then she is 
providing a valuation service outside of appraisal practice. When performing services 
outside of appraisal practice, Marie may act as an advocate and accept contingent 
compensation. The only USPAP obligation is that she not misrepresent her role. She must 
use care to distinguish her role from other roles that would carry an expectation of her 
being impartial, objective, and independent, i.e., acting as an appraiser.  

Marie may provide litigation services by acting as an appraiser, or by acting as an 
advocate for the client’s cause; however, she must not perform both roles in the same 
case. 

Consulting Services 
5. Avery Baker, has been requested to perform a consulting assignment (examples include a 

feasibility study, highest and best use report, absorption projections, etc.).  What are Avery’s 
obligations under USPAP if completing the assignment as an appraiser?  

Answer:  
1. If any opinion of value is developed by the appraiser performing the consulting 

assignment, then the assignment must comply with the appropriate appraisal standards 
(STANDARDS 1 and 2, 7 and 8, or 9 and 10), as well as the DEFINITIONS, 
PREAMBLE, ETHICS RULE, RECORD KEEPING RULE, COMPETENCY RULE, 
SCOPE OF WORK RULE, JURISDICTIONAL EXCEPTION RULE, and applicable 
Statements on Appraisal Standards. 

2. If all opinions of value are from a source other than the appraiser performing the 
consulting assignment, but the appraiser is commenting on the quality of another 
appraiser’s work, then the assignment must comply with STANDARD 3 as well as the 
DEFINITIONS, PREAMBLE, ETHICS RULE, RECORD KEEPING RULE, 
COMPETENCY RULE, SCOPE OF WORK RULE, JURISDICTIONAL 
EXCEPTION RULE, and applicable Statements on Appraisal Standards. 

3. If neither an appraisal nor appraisal review were performed by the appraiser performing 
the consulting assignment, then only the DEFINITIONS, PREAMBLE, ETHICS 
RULE, COMPETENCY RULE, JURISDICTIONAL EXCEPTION RULE, and 
applicable Statements on Appraisal Standards would apply to the appraiser’s 
assignment. 



 

Fourth Exposure Draft of Changes for the 2012-13 USPAP 32 

 

Section 8: Proposed Revisions to STANDARD 7: PERSONAL PROPERTY 
APPRAISAL, DEVELOPMENT 

RATIONALE 

The ASB has received comments from the personal property community indicating that 
STANDARDS 7 and 8 do not use personal property terminology and in some cases do not reflect 
current practice within the personal property discipline. 
 
In response to concerns from personal property appraisal practitioners, a Personal Property Task 
Force (PPTF) was appointed by the Appraisal Standards Board (ASB) to assist in reviewing 
STANDARD 7: PERSONAL PROPERTY APPRAISAL, DEVELOPMENT and STANDARD 
8: PERSONAL PROPERTY APPRAISAL, REPORTING.  It had been several years since a 
comprehensive review has been made of STANDARDS 7 and 8.  After a thorough review, the 
PPTF made numerous recommendations to the ASB.  In the Third Exposure Draft of changes to 
the 2012-13 edition of USPAP, the ASB proposed significant changes to STANDARD 7 that 
were a direct result of the work with the PPTF. 
 
After considering the public comments regarding the Third Exposure Draft and additional 
feedback from the PPTF, in the Fourth Exposure Draft there are additional changes made to 
Standards Rule 7-3(a) and 7-4(e).  The purpose of these proposed edits is to add clarity and to 
make USPAP more consistent with the generally accepted vocabulary and practices of the 
personal property appraisal while maintaining consistency within the USPAP document.   
 
The proposed changes to Standards Rule 7-3(a) are intended to further address the concept of 
highest and best use as it sometimes applies to personal property, recognizing that personal 
property can have multiple markets and multiple uses. 
 
The proposed changes to Standards Rule 7-4(e) replace the term asset with object or item as  
STANDARD 7 addresses various forms of personal property.  Examples include machinery & 
equipment, antiques, art, and collectibles. 
 
Note: STANDARD 8: PERSONAL PROPERTY APPRAISAL, REPORTING will require 

additional related edits based upon any changes to STANDARD 7 adopted after 
consideration of feedback to this exposure draft.  There may also be edits to 
STANDARD 8 to be consistent with the changes to STANDARD 2 regarding the 
reporting of exposure time and the labeling of extraordinary assumptions and 
hypothetical conditions as proposed elsewhere in this exposure draft. 

 
 

 



 

Fourth Exposure Draft of Changes for the 2012-13 USPAP 33 

 

STANDARD 7: PERSONAL PROPERTY APPRAISAL, DEVELOPMENT 

Standards Rule 7-1   539 

540 

541 
542 

In developing a personal property appraisal, an appraiser must: 

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

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

543 
544 
545 
546 
547 
548 
549 
550 
551 
552 
553 
554 
555 

556 
557 

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

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

558 
559 
560 
561 

562 
563 
564 

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

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

565 
566 
567 
568 

Standards Rule 7-2 569 

570 

571 

572 

In developing a personal property appraisal, an appraiser must: 

(a) identify the client and other intended users; 

(b) identify the intended use of the appraiser’s opinions and conclusions; 

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

573 
574 

575 
576 

(c) identify the type and definition of value. If the value opinion to be developed 
is market value, ascertain whether the value is to be the most probable price: 
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577 

578 

579 
580 
581 
582 
583 

   (i) in terms of cash; or 

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

(iii) if the opinion of value is to be based on non-market financing or 
financing with unusual conditions or incentives, the terms of such 
financing must be clearly identified and the appraiser’s opinion of 
their contributions to or negative influence on value must be 
developed by analysis of relevant market data; 

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

584 
585 

, linked to that value opinion. 586 

587 

588 
589 

590 
591 

592 
593 

594 
595 

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

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

(i) sufficient characteristics to establish the identity of the item including 
the method of identification; 

(ii) sufficient characteristics to establish the relative quality of the item 
(and its component  parts, where applicable) within its type; 

(iii) all other physical and economic attributes with a material effect on 
value; 

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

596 
597 
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602 
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607 

  (iv) the ownership interest to be valued; 

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

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

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

608 
609 
610 

611 
612 
613 

614 
615 
616 

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

When appraising proposed modifications, an appraiser must examine and 
have available for future examination, documentation sufficient to identify 
the extent and character of the proposed modifications. 
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617 
618 
619 

620 

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

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

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

621 
622 

623 
624 
625 
626 
627 
628 
629 
630 

631 

 it is required to properly develop credible opinions and 
conclusions; 

 the appraiser has a reasonable basis for the extraordinary 
assumption; 

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

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

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

Comment: A hypothetical condition may be used in an assignment only if: 632 

633 
634 
635 
636 
637 
638 

639 
640 

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

 use of the hypothetical condition results in a credible analysis; and 
 the appraiser complies with the disclosure requirements set forth in 

USPAP for hypothetical conditions. 

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

Standard Rule 7-3 641 

642 
643 

644 
645 
646 

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

(a) analyze the property’s current use and alternative uses to encompass what is 
profitable, legal, and physically possible, as relevant to the type and definition of 
value and intended use of the appraisal; 

Comment: In the context of personal property, highest and best use value can be a 647 
function of may equate to the choice of the appropriate market or, in some cases, 
market level for the type of item, the type and definition of value, and the 
intended use of the appraisal.   

648 
649 
650 

The application concept of highest and best use may also apply to the various uses 
of the property 

651 
itself when viable alternative multiple, legitimate uses exist apply 652 

to a specific property, and those alternative uses may result in represent a 
significant difference in the property’s value.        

653 
654 
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655 
656 

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

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

657 
658 
659 
660 
661 

662 
663 
664 

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

Standards Rule 7-4 665 

666 
667 

668 
669 
670 

671 
672 
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674 
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678 
679 

680 
681 

682 
683 

684 
685 
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In developing a personal property appraisal, an appraiser must collect, verify, and analyze 
all information necessary for credible assignment results.   

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

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

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

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

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

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

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

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

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

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

688 
689 
690 
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691 
692 
693 

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

(e) When appraising a group of assets multiple objects, the appraiser must consider the 
significance of the value of the individual 

694 
assets objects to the assignment results.  

Those 
695 

assets objects which are more significant to the assignment results should be 
the focus of the analysis and analyzed in appropriate detail. 

696 
697 

Comment: A group of assets objects may have a mix of high and low value assets 698 
items.  Those assets objects that are more significant to the assignment results 
should be subject to a greater and appropriate depth of analysis. 

699 
700 

701 
702 
703 
704 

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

Comment: Although the value of the whole may be equal to the sum of the 
separate parts, it also may be greater than or less than the sum of such parts. 
Therefore, the value of the whole must be tested by reference to appropriate data 
and supported by an appropriate analysis of such data. 
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711 
712 

713 
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A similar procedure must be followed when the value of the whole has been 
established and the appraiser seeks to value a part. The value of any such part 
must be tested by reference to appropriate data and supported by an appropriate 
analysis of such data. 

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

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

Comment: When the scope of work includes an appraisal of real property or 
intangible items, competency in real property appraisal (see STANDARD 1) or 
business appraisal (see STANDARD 9) is required. In addition, competency in 
other types of personal property outside of the appraiser’s specialty area may be 
necessary (see STANDARD 7 and the COMPETENCY RULE). 

718 
719 
720 
721 
722 

Standards Rule 7-5  723 

When developing a value opinion such as Mmarket Vvalue, an appraiser must, if such 
information is available to the appraiser in the normal course of business:

724 
725 

726 
727 
728 

                                                

7 

(a) if warranted by the intended use, analyze all agreements of sale, validated offers or 
third-party offers to sell, options, and listings of the subject property current as of 
the effective date of the appraisal; and 

 
7 See Advisory Opinion 24, Normal Course of Business.  
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729 
730 

(b) if relevant given the intended use and property type, analyze all prior sales of the 
subject property that occurred within a reasonable and applicable time period. 

Comment:  The data needed for the required analyses in Standards Rule 7-5(a) 
and 7-5(b) may not be available or relevant in all assignments. See the 

731 
Comments 

to Standards Rules 8-2(a)(viii), 8-2(b)(viii), and 8-2(c)(viii) for corresponding 
reporting requirements. 

732 
733 
734 

Standards Rule 7-6  735 

736 

737 
738 

739 
740 

In developing a personal property appraisal, an appraiser must: 

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

(b) reconcile the applicability and relevance of the approach or approaches, methods 
and techniques used to arrive at the value conclusion(s). 


	TO:  All Interested Parties

