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Background 

Assumptions and hypothetical conditions are critically important to the appraisal and review 

processes. For the intended user(s) of the report, they frame the appraisal or review opinion in a 

specific context. They alert the intended user to outstanding concerns, thereby allowing for informed 

decision-making. In some cases, when information is lacking or unavailable, their use provides a 

means by which the assignment can be completed when otherwise it could not. 

Valuers and reviewers must understand the nature of assumptions and hypothetical conditions – what 

they are, how and when they may be used, and how to properly disclose them in appraisal and 

review reports.  Failure to understand the proper use of assumptions and hypothetical conditions – 

and the implications of their use – puts the valuer or reviewer at risk.  Without clear disclosure of them 

in the appraisal or review report, the intended user(s) of the report could be misled. 

The Professional Standards and Guidance Committee (PSGC) developed proposed Guide Note 15 

that provides information that will be useful for valuation professionals and their clients. 

The Board of Directors directed distribution of the Exposure Draft to Designated Members, 

Candidates, Practicing Affiliates and Affiliates for review and comment.  

If you have any comments on the Exposure Draft, please contact your elected Directors and/or send 

your comments via e-mail to guidenote@appraisalinstitute.org.  Comments sent to this e-mail 

address will be reviewed by the PSGC and compiled for distribution to the Board of Directors.  The 

deadline for submission of comments is September 30, 2015. 

The PSGC will consider the comments received and decide whether to recommend to the Board of 

Directors any revisions to the Exposure Draft. The Board will then consider whether to adopt 

proposed Guide Note 15 as presented in the Exposure Draft, to adopt a revision of the proposed 

Guide Note or take some other action.

mailto:guidenote@appraisalinstitute.org
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Text 1 

2 

Proposed Guide Note 15: Assumptions and Hypothetical Conditions 3 

4 

Introduction 5 

Appraisal and review opinions are often premised on certain stated conditions. These include 6 

assumptions (general, and special or extraordinary) and hypothetical conditions.  In the case of an 7 

assumption, there is uncertainty as to whether or not the condition is true.  In the case of a 8 

hypothetical condition, there is no uncertainty; the condition presumed true is known to be false.  9 

Most often such conditions relate to physical or legal property characteristics, but they may also relate 10 

to market characteristics or economic characteristics. 11 

12 

Assumptions and hypothetical conditions are critically important to the appraisal and review 13 

processes. For the intended user(s) of the report, they frame the appraisal or review opinion in a 14 

specific context.  They alert the intended user to outstanding concerns, thereby allowing for informed 15 

decision-making. In some cases, when information is lacking or unavailable, their use provides a 16 

means by which the assignment can be completed when otherwise it could not. 17 

18 

Valuers and reviewers must understand the nature of assumptions and hypothetical conditions – what 19 

they are, how and when they may be used, and how to properly disclose them in appraisal and 20 

review reports.  Failure to understand the proper use of assumptions and hypothetical conditions – 21 

and the implications of their use – puts the valuer or reviewer at risk.  Without clear disclosure of them 22 

in the appraisal or review report, the intended user(s) of the report could be misled. 23 

24 

What are special/extraordinary assumptions and hypothetical conditions, and how are they properly 25 

used in appraisals and reviews? 26 

27 

28 

Basis for Proper Practice 29 

30 

The Appraisal Institute Standards of Valuation Practice (SVP) address assumptions and hypothetical 31 

conditions in the Definitions section (definitions of hypothetical condition and special assumption), SR 32 

A2(g), SR B2(e), SR C2(a)(xvi) and SR C2(b)(xiii). 33 

34 

Portions of the Appraisal Institute Code of Professional Ethics (CPE) that relate to this topic include 35 

ER 3-4 and ER 3-5. 36 

37 

Applicable sections of the Uniform Standards of Professional Appraisal Practice (USPAP) include the 38 

Definitions section (definitions of hypothetical condition, assumption and extraordinary assumption); 39 

SR 1-2(f) and (g), SR 2-1(c), SR 2-2(a) and (b)(xi); and SR 3-2(f) and 3-5(f). 40 

41 

Applicable section of the International Valuation Standards (IVS) include the Definitions section 42 

(definition of special assumption); IVS Framework, 48-51; IVS Scope of Work, 2(i); and IVS 103 43 

Reporting, 5(i). 44 
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Problem Identification and Scope of Work Determination 45 

Identification of assumptions and hypothetical conditions is part of problem identification, which 46 

precedes scope of work determination1. If possible, they are identified prior to acceptance of the 47 

assignment. However, sometimes it is not possible to identify them until the valuation or review is 48 

underway. 49 

50 

Some clients prefer to be told of assumptions and hypothetical conditions as soon as the valuer or 51 

reviewer learns they will be involved. However, a client’s prohibition against use of any 52 

special/extraordinary assumption or hypothetical condition might mean that an assignment cannot be 53 

completed in cases in which relevant issues are uncertain or the appraisal is to be made contrary to 54 

the facts. 55 

56 

The use of assumptions or hypothetical conditions may affect the scope of work for an appraisal or 57 

review assignment. Scope of work in turn affects how the valuation or review process is carried out, 58 

and that in turn can affect the assignment results (e.g., the value opinion in an appraisal.) 59 

60 

In all cases, the use of an assumption or a hypothetical condition must result in a credible opinion or 61 

conclusion, given the intended use. 62 

63 

Conditions Presumed True 64 

Assumptions, special/extraordinary assumptions, and hypothetical conditions involve conditions that 65 

are established as true in the appraisal or review process. That is, the appraisal or review conclusion 66 

reflects an “as though true” circumstance.  In the case of a hypothetical condition, the valuer knows 67 

the condition is not true. The condition presumed true is contrary to fact. 68 

69 

In the case of an assumption, the condition may or may not be true; there is uncertainty. In some 70 

cases the uncertainty is created because the truth simply is not knowable at the time the appraisal or 71 

review is prepared. In other cases, the scope of work – even though determined to be appropriate for 72 

the assignment – does not permit the truth about the condition to be known. 73 

74 

Special/extraordinary assumptions differ from “general” assumptions as a matter of degree and 75 

judgment.  In the case of a general assumption, while there is uncertainty as to whether or not the 76 

condition is true, there is no readily apparent reason why it would not be.  In the case of a 77 

special/extraordinary assumption, there is something alerting the valuer to the possibility that the 78 

condition might not be true. 79 

80 

The following examples show the distinction among general assumptions, special/extraordinary 81 

assumptions, and hypothetical conditions: 82 

83 

1 Problem identification for an appraisal is required in the SVP under SR A-2 and in USPAP under Standards 

Rule 1-2(a)-(g), and for a review in the SVP under SR B-2 and in USPAP under Standards Rule 3-2(a)-(g). 

Scope of work determination is required in the SVP under SR A-3 and in USPAP under 1-2(h), and for a review 

in the SVP under SR B-3 and in USPAP under Standards Rule 3-2(h). 
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Example 1: A valuer is asked to value an improved property that has a known construction 84 

defect, but because the appraisal is for purposes of settling a dispute, the client requests the 85 

property be valued as though there is no such defect.  In this case, the value opinion reflects 86 

no defect and the appraisal is based on the hypothetical condition that there is no defect. 87 

88 

Example 2: A valuer is asked to value an improved property that may have a construction 89 

defect. The valuer observes signs of settlement, or perhaps an individual familiar with the 90 

property indicates there may be a construction defect.  The value opinion reflects no defect 91 

and the appraisal is based on the special/extraordinary assumption that there is no defect. 92 

93 

Example 3: A valuer is asked to value an improved property. There is no reason to believe 94 

there are any construction defects; the valuer is not told of any and there are no readily 95 

apparent reasons to believe there are any.  The appraisal report might include a general 96 

assumption that there are no construction defects. 97 

98 

In example 1, the intended use calls for the appraisal to be based on the hypothetical condition. While 99 

the use of the hypothetical condition is anticipated, its clear disclosure in the report frames the value 100 

opinion in the proper context so the intended user(s) are not misled. 101 

102 

In example 2, clear disclosure of the special/extraordinary assumption in the report will alert the client 103 

to the uncertainty about a possible construction defect and the fact that the value opinion does not 104 

take into account the impact of any such defect, should there be one. The client can then make the 105 

decision to investigate the situation further, or to rely on the appraisal based on the 106 

special/extraordinary assumption. 107 

108 

In example 3, there is nothing alerting the valuer to a possible problem relating to construction 109 

defects. If there were, the assumption would rise to the level of an extraordinary or special 110 

assumption. 111 

112 

To understand how a matter of degree can affect the classification of assumptions, consider the 113 

following examples: 114 

115 

Example 4: A valuer is asked to value a 400 unit apartment property, containing 10 different 116 

unit types. The valuer does not inspect all 400 units, but inspects enough of them to get a 117 

general sense of the overall condition and features of the improvements. The appraisal report 118 

would include the general assumption that units that were not inspected are similar to the 119 

units that were. 120 

121 

Example 5: A valuer is asked to value the same 400 unit apartment property as in Example 4. 122 

But the valuer’s scope of work includes inspecting only a limited number of units (say one of 123 

each unit type, or 10 units total.)  In this case, the valuer’s assumption about the nature 124 

(condition, etc.) of the remaining 390 units rises to the level of a special/extraordinary 125 

assumption. 126 

127 

128 
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Impact of Effective Date 129 

In the case of both assumptions and hypothetical conditions, the condition presumed true is so 130 

presumed as of the effective date (or date of value, in an appraisal), not before or after. A condition 131 

presumed true after the effective date is a projection, not an assumption or hypothetical condition. 132 

 133 

For example, a property is zoned for residential use, but a zoning change to commercial use is likely 134 

in the future. If the property is valued as of the current date as though it is already re-zoned for 135 

commercial use, the appraisal is premised on the hypothetical condition that the re-zoning has taken 136 

place as of the date of value. It would be improper to value the property as of the current date based 137 

on commercial zoning and describe that value as based on a special or extraordinary assumption that 138 

it will be re-zoned. 139 

 140 

Similarly, if the leased fee interest in a property is being valued but as of the current effective date the 141 

lease is not signed, it would be improper to describe a value that reflects the lease as though signed 142 

as based on a special or extraordinary assumption that the lease will be signed. 143 

 144 

 145 

Impact on the Valuation Process 146 

Assumptions and hypothetical conditions are established at the beginning of the valuation process (or 147 

review process, in the case of a review) and the valuation proceeds from that basis.  For example, a 148 

hypothetical condition is established at the beginning of an assignment that the improvements are 149 

constructed as of the effective date (when in fact the site is vacant.)  The highest and best use of the 150 

property “as if improved” must then be considered. The approaches to value would provide 151 

indications of the value of the property “as if improved.” 152 

 153 

Or consider the case in which the hypothetical condition is established that the zoning has been 154 

changed to allow industrial use. In the highest and best use analysis, the consideration of legally 155 

permissible use would recognize industrial use as a legal use, and so the conclusion of highest and 156 

best use would be impacted by the hypothetical condition. 157 

 158 

As another example, an appraisal is to be developed without benefit of an interior inspection of the 159 

building, so the special/extraordinary assumption is established at the beginning of the valuation 160 

process that the building consists of 5,000 square feet and is in good condition. From that point 161 

forward in the valuation process, the subject is a 5,000 square foot building in good condition.  It 162 

would be improper, for example, when performing the sales comparison approach, to change the 163 

characterization of the building from what it was assumed to be. 164 

 165 

 166 

If the Condition is False or Proves to be False 167 

An appraisal is not inherently flawed because it is premised on a hypothetical condition.  An appraisal 168 

or review is not erroneous because it is premised on a special or extraordinary assumption and the 169 

condition presumed true subsequently proves to be false.  Unless the valuer or reviewer has agreed 170 

with the client otherwise, the valuer or reviewer is not obligated to amend an appraisal or review if the 171 

condition presumed true subsequently proves to be false. 172 

 173 
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Importance of Clear Disclosure 174 

The use of an assumption or hypothetical condition has critical significance to both the development 175 

and reporting of an appraisal or review.  From a development standpoint, their use impacts the entire 176 

valuation or review process, as well as the final value or review opinion.  But the appraisal or review 177 

report – whether written or oral – is the means by which the valuer conveys his or her findings to the 178 

client.  From a reporting standpoint, their clear disclosure is necessary in order to not be misleading. 179 

 180 

The SVP and USPAP require “clear and conspicuous” disclosure of special/extraordinary 181 

assumptions and hypothetical conditions, along with the statement that their use might have affected 182 

the opinions and conclusions. This statement must be phrased carefully so as to not inadvertently 183 

express another value opinion. For example, a statement that “the value would be higher” if it were 184 

not premised on a hypothetical condition is in itself an opinion of value (appraisal) that must be 185 

developed and reported according to the applicable standards. 186 

 187 

There is no requirement in the SVP, USPAP or IVS to provide an appraisal or review opinion that is 188 

not based on the special/extraordinary assumption or hypothetical condition when one is used. 189 

 190 

Also, there is no requirement in the SVP, USPAP or IVS to use the labels “extraordinary assumption”, 191 

“special assumption” or “hypothetical condition.” If they are used, however, they must be used 192 

correctly. 193 

 194 

The disclosure of a special/extraordinary assumption or hypothetical condition must be clear about 195 

what condition is being presumed to be true. For example, the statement “I did not inspect the interior 196 

of the building” is a statement about scope of work, not an assumption or hypothetical condition. 197 

 198 

Often the use of a special/extraordinary assumption or hypothetical condition is intricately linked to 199 

the scope of work for an assignment, and so it is logical to place the discussion of them together in 200 

the report.  For example, the scope of work for an appraisal might not include an inspection by the 201 

valuer of the interior of the subject improvements.  Or the scope or work for a review might include 202 

the reviewer providing his or her own opinion of value, but not include an inspection of the property.  203 

These situations give rise to the valuer or reviewer making extraordinary or special assumptions 204 

about the nature of the subject’s improvements (condition, etc.) In both cases the discussion of scope 205 

of work and the discussion of the special/extraordinary assumption should go hand in hand so that 206 

the intended user(s) of the report understand(s) the connection. 207 

 208 

There is no standards or ethics requirement to include the discussion about assumptions and 209 

hypothetical conditions in any particular portion of an appraisal or review report. The requirement is 210 

simply to clearly and conspicuously disclose special/extraordinary assumptions and hypothetical 211 

conditions and state that their use might have affected the opinions and conclusions.  There is no 212 

requirement to state them in an appraisal report wherever the value opinion is stated. However, in 213 

lengthy reports it might be advisable to state them more than once. Another good practice may be to 214 

include a full discussion of them in one section of the report, and then refer to that discussion using 215 

an asterisk with a reference note wherever the value opinion is stated (such as in the letter of 216 

transmittal, executive summary, or reconciliation section.) 217 

 218 
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Care must be taken when using the phrase “as is” to describe a value opinion. It is misleading to 219 

identify a value premised on a hypothetical condition as an “as is” value, because the use of a 220 

hypothetical condition makes the value “as if” and contrary to what exists. If a value is premised on a 221 

special or extraordinary assumption, it may or may not be an “as is” value. Unless and until the 222 

uncertainty that created the need for the special or extraordinary assumption is removed, the value 223 

should not be characterized as “as is.” 224 

 225 

 226 

Appraisal Examples 227 

 228 

Special or extraordinary assumptions and hypothetical conditions occur in a variety of appraisal 229 

circumstances. The following examples are not all-inclusive. 230 

 231 

Proposed construction: 232 

 233 

Example A: 234 

The subject property currently consists of a vacant site. The value opinion reflects the 235 

property as though the proposed improvements are complete as of the date of value, which is 236 

the current date. This value is premised on the hypothetical condition that the improvements 237 

as proposed are complete on the date of value.  The appraisal report would need to discuss 238 

the nature of the proposed improvements, include a clear disclosure of the hypothetical 239 

condition, and state that its use might have affected the opinions and conclusions. 240 

 241 

Example B: 242 

The subject property currently consists of a vacant site. The value opinion reflects the 243 

property as though the proposed improvements are complete as of the date of value, which is 244 

a future (prospective) date. This value is premised on the special or extraordinary assumption 245 

that the improvements as proposed will be complete on the date of value.  This value would 246 

also be premised on the general assumption that there will be no unforeseen circumstances 247 

that would cause market conditions to significantly differ from what is anticipated. The 248 

appraisal report would need to discuss the nature of the proposed improvements, include a 249 

clear disclosure of the special or extraordinary assumption, and state that its use might have 250 

affected the opinions and conclusions. Note that this example differs from Example A only in 251 

that the date of value is a future vs. a current date. The condition presumed true (that the 252 

improvements are complete on the date of value) is a special/extraordinary assumption rather 253 

than a hypothetical condition because the future is inherently uncertain. 254 

 255 

Occupancy level: 256 

 257 

Example C: 258 

The subject property currently consists of the leased fee interest in a multi-tenant facility. The 259 

value opinion reflects the property as though at stabilized occupancy as of the date of value, 260 

which is the current date. This value is premised on the hypothetical condition that the 261 

property is at stabilized occupancy on the date of value.  The appraisal report would need to 262 

discuss what is meant by “stabilized occupancy”, include a clear disclosure of the 263 
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hypothetical condition, and state that its use might have affected the opinions and 264 

conclusions. 265 

 266 

Example D: 267 

The subject property currently consists of the leased fee interest in a multi-tenant facility. The 268 

value opinion reflects the property as though at stabilized occupancy as of the date of value, 269 

which is a future (prospective) date. This value is premised on the special or extraordinary 270 

assumption that the property is at stabilized occupancy on the date of value.  This value 271 

would also be premised on the general assumption that there will be no unforeseen 272 

circumstances that would cause market conditions to significantly differ from what is 273 

anticipated. The appraisal report would need to discuss what is meant by “stabilized 274 

occupancy”, include a clear disclosure of the special or extraordinary assumption, and state 275 

that its use might have affected the opinions and conclusions. Again, note that this example 276 

differs from Example C only in that the date of value is a future vs. a current date. The 277 

condition presumed true (that the property is at stabilized occupancy) is a 278 

special/extraordinary assumption rather than a hypothetical condition because the future is 279 

inherently uncertain. 280 

 281 

Miscellaneous property condition issues: 282 

 283 

A variety of other possible or actual property condition issues give rise the need for assumptions or 284 

hypothetical conditions: 285 

 286 

Example E: 287 

The subject property is not connected to the municipal sewer system but the intended use of 288 

the appraisal calls for it to be valued as though it is. The value opinion reflects the property as 289 

though it is connected to the sewer system as of the date of value, which is the current date. 290 

This value is premised on the hypothetical condition that the property is connected to the 291 

sewer system on the date of value.  The appraisal report would need to include a clear 292 

disclosure of the hypothetical condition and state that its use might have affected the opinions 293 

and conclusions. (If the date of value were a future date, the condition would be a 294 

special/extraordinary assumption rather than a hypothetical condition.) 295 

 296 

Example F: 297 

It is uncertain on the date of value whether a particular use is permitted on the subject 298 

property. The value opinion reflects the property as though the use is permitted as of the date 299 

of value, which is the current date. This value is premised on the special/extraordinary 300 

assumption that the use is permitted on the date of value.  The appraisal report would need 301 

to include a clear disclosure of this special/extraordinary assumption and state that its use 302 

might have affected the opinions and conclusions.  303 

 304 

Example G: 305 

The subject property is located in an area that is known to have unstable soils. The value 306 

opinion reflects the property as though soils are stable on the date of value, which is the 307 

current date. This value is premised on the special/extraordinary assumption that the soils 308 
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are stable. The appraisal report would need to include a clear disclosure of this 309 

special/extraordinary assumption and state that its use might have affected the opinions and 310 

conclusions. 311 

 312 

Example H 313 

The subject property is the former site of a heavy industrial use and the valuer is aware that 314 

the site might be contaminated.  The value opinion reflects the property as though the subject 315 

site is not contaminated on the date of value, which is the current date. This value is 316 

premised on the special/extraordinary assumption that the site is not contaminated. The 317 

appraisal report would need to include a clear disclosure of this special/extraordinary 318 

assumption and state that its use might have affected the opinions and conclusions. 319 

 320 

Example I 321 

The subject property is a large, irregularly shaped parcel located in a rural area. Neither a 322 

physical inspection nor the legal description provided to the valuer can clarify whether the 323 

parcel has legal access. It appears the only access is across the adjacent site. The valuer is 324 

told the adjacent property owner granted an easement for access but is unable to confirm 325 

this. The value opinion reflects the property as though the subject site has legal access on 326 

the date of value, which is the current date. This value is premised on the 327 

special/extraordinary assumption that the site has legal access. The appraisal report would 328 

need to discuss the nature of the presumed access, include a clear disclosure of the 329 

special/extraordinary assumption, and state that its use might have affected the opinions and 330 

conclusions. 331 

 332 

Example J 333 

The subject property is the fee simple interest in a 5-acre portion of a 20-acre parcel.  The 5 334 

acres is not a legal parcel.  The market value opinion reflects the property as though it is a 335 

legal parcel on the date of value, which is the current date. This value is premised on the 336 

hypothetical condition that the parcel is a legal parcel. The appraisal report would need to 337 

include a clear disclosure of the hypothetical condition and state that its use might have 338 

affected the opinions and conclusions. 339 

 340 

Example K 341 

The subject property is the fee simple interest 123 Main St., which is a 2 acre parcel 342 

improved with a single family residence and a 5,000 square foot commercial building. The 343 

client requests the property be appraised as though the commercial building does not exist. 344 

The value opinion reflects the property as though the commercial building does not exist on 345 

the date of value, which is the current date. This value is premised on the hypothetical 346 

condition that the commercial building does not exist. The appraisal report would need to 347 

include a clear disclosure of the hypothetical condition and state that its use might have 348 

affected the opinions and conclusions. 349 

 350 

Example L 351 

An appraisal is prepared for eminent domain purposes, so the “before” value must not take 352 

into account project influence and the “after” value must reflect the property as though the 353 
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proposed project has been completed.  The “before” value is premised on the hypothetical 354 

condition that the project is not proposed. If the “after” value is a prospective value, it is 355 

premised on the special/extraordinary assumption that the project will be completed as 356 

proposed, and the general assumption that there will be no unforeseen circumstances that 357 

would cause market conditions to significantly differ from what is anticipated. If the “after” 358 

value is a current value, it is premised on the hypothetical condition that the project is 359 

completed as proposed.  The appraisal report would need to include a clear disclosure of the 360 

special/extraordinary assumption(s) and/or hypothetical condition and state that their use 361 

might have affected the opinions and conclusions. 362 

 363 

Reliance on the work of another: 364 

 365 

Example M 366 

An appraisal involving proposed improvements relies on the construction cost estimate 367 

provided by an engineer. The value opinion is premised on the special/extraordinary 368 

assumption that the cost estimate is accurate. The appraisal report would need to include a 369 

clear disclosure of the special/extraordinary assumption, and state that its use might have 370 

affected the opinions and conclusions. 371 

 372 

Example N 373 

Valuer 1 has expertise in valuing partial interests, but lacks market area competency to 374 

appraise the 100% interest in a property. Valuer 2 has the expertise, including market area 375 

competency, to appraise the 100% interest in the same property.  Valuer 1’s appraisal of the 376 

partial interest relies on Valuer 2’s appraisal of the 100% interest.  (Valuer 2 does not sign 377 

Valuer 1’s appraisal report.)  Valuer 1’s value opinion (of the partial interest) is premised on 378 

the special/extraordinary assumption that Valuer 2’s value opinion is credible. Valuer 1’s 379 

appraisal report would need to include a clear disclosure of the special/extraordinary 380 

assumption, and state that its use might have affected the opinions and conclusions. 381 

 382 

 383 

Review Examples 384 

A review results in an opinion of the quality of the work under review. Depending on the needs of the 385 

client and the scope of work for the assignment, a review might also result in the reviewer’s own 386 

opinion of value. 387 

 388 

If the reviewer provides his or her own opinion of value in the review, the reviewer’s opinion of value 389 

may be premised on assumptions or hypothetical conditions. Consider the following examples. (They 390 

are not all-inclusive.) 391 

 392 

 393 

Example O 394 

The reviewer agrees with the value in the appraisal report under review, but the reviewer’s 395 

scope of work does not include inspecting the subject of the appraisal. The reviewer’s opinion 396 
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of value is premised on the assumption that the description of the property in the appraisal 397 

report is accurate. 398 

 399 

Example P 400 

The reviewer agrees with the value in the appraisal report under review, but the reviewer’s 401 

scope of work does not include researching the market data. The reviewer’s opinion of value 402 

is premised on the assumption that the market data presented in the appraisal report is 403 

accurate and represents the best available data. 404 

 405 

Example Q 406 

The reviewer agrees with the value in the appraisal report under review. That value is 407 

premised on the hypothetical condition that the improvements are complete as proposed on 408 

the effective date, which is the current date. The reviewer’s opinion of value is likewise 409 

premised on the same hypothetical condition. 410 

 411 

A review providing solely an opinion of the quality of the work under review (without the reviewer’s 412 

own opinion of value) would not be premised on any hypothetical conditions, but may involve general 413 

assumptions or, in some cases, special/extraordinary assumptions. For example: 414 

 415 

Example R 416 

The review conclusion is “the appraisal is credible given the data and analyses presented.” 417 

The reviewer’s scope of work did not include an independent verification of the data. The 418 

reviewer has no reason to believe the data is inaccurate. The review would be premised on a 419 

general assumption that the data in the work under review is accurate. 420 

 421 

Example S 422 

The review conclusion is “the appraisal is credible given the data and analyses presented.” 423 

The reviewer’s scope of work did not include an independent verification of the data. 424 

However, the reviewer does have reason to believe the data may be inaccurate and/or not 425 

the best available date (for example, the comparables may seem too dated or too distant 426 

from the subject property.) The review would be premised on a special/extraordinary 427 

assumption that the data in the work under review is accurate and is the best available data. 428 

(Note that in many review assignments if the reviewer suspects the data is not accurate or is 429 

not the best data, the reviewer’s scope of work will be expanded to include investigation of 430 

the data, and with the uncertainty removed, the review conclusion would not be premised on 431 

such special/extraordinary assumption. However, in some assignments expanding the scope 432 

of work is not possible or practical.) 433 

 434 

 435 

Summary of Standard Practices 436 

 437 

When assignment conditions such as special/extraordinary assumptions or hypothetical conditions 438 

are labeled in a report, they must be labeled correctly. 439 

 440 
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Special/extraordinary assumptions or hypothetical conditions are conditions presumed true on the 441 

effective date, e.g., date of value for an appraisal, not before or after. 442 

 443 

Special/extraordinary assumptions or hypothetical conditions must be clearly and conspicuously 444 

disclosed in a written or oral appraisal or review report so that the intended user(s) of the report 445 

clearly understand the context of the appraisal or review conclusions. In addition, the report must 446 

include the statement that the use of the special/extraordinary assumption or hypothetical condition 447 

might have affected the opinions and conclusions. 448 

 449 

Care must be taken when using the term “as is” in connection with a value opinion. It is misleading to 450 

characterize a value opinion based on a hypothetical condition as an “as is” value. A value opinion 451 

based on a special/extraordinary assumption may or may not be “as is” and so should not be 452 

characterized as such.  453 

 454 
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