
 

 
 
 
 

MEMORANDUM  
 
TO: Members of the Committee on Aviation, Ground Transportation, 

Regulatory Concerns and Future Generations 
 
FROM:  Richard L. Borges II, MAI, SRA  
  2013 President  
 
DATE:  February 11, 2013 
 
RE:  Opposition to Bill No. 36-32, “The Responsible Property Valuation Act” 
____________________________________________________________________________________ 
 
On behalf of the 23,000 members of the Appraisal Institute, we are writing to strongly oppose Bill No. 
36-32, “The Responsible Property Valuation Act” that currently is pending before the Committee on 
Aviation, Ground Transportation, Regulatory Concerns and Future Generations.   A hearing on this 
legislation is scheduled to take place on February 12, 2013.  
 
The Appraisal Institute is a global association of real estate appraisers. Its mission is to advance 
professionalism and ethics, global standards, methodologies, and practices through the professional 
development of property economics worldwide.  Organized in 1932, the Appraisal Institute advocates 
equal opportunity and nondiscrimination in the appraisal profession and conducts its activities in 
accordance with applicable federal, state and local laws. Appraisal Institute professionals benefit from 
an array of education and advocacy programs, and many hold the prestigious MAI, SRPA and SRA 
designations.  
 
If enacted into law, Bill No. 36-32 will require that real estate appraisers in Guam submit to the 
Department of Revenue and Taxation every appraisal within five business days of its completion.  In 
addition, appraisers will be required to provide the Department with the most recent appraisal 
completed on a parcel of real property in the last five years within 10 business days of the enactment of 
this legislation. Furthermore, where more than one similarly dated appraisal has been completed on the 
same property by two different appraisers, the one with the highest property valuation will be utilized 
by the Department of Revenue and Taxation to determine the assessed value of the property.  
 
Our most significant concern with this proposal is that the intended use of a real property appraisal, and 
the value opinion expressed by the appraiser, may not be appropriate to determine the value of the 
property for tax assessment purposes.   For example, a lender that is performing pre-foreclosure due 
diligence on a parcel of real property may request that an appraiser determine the “liquidation value” of 
the property.  Liquidation value is defined as “the likely price of an asset when it is allowed insufficient 
time to sell on the open market, thereby reducing its exposure to potential buyers.”  Liquidation value 
typically is lower than market value, and is a very different measure of the value of a property than is 
market value.  However, under the requirements contained in Bill No. 36-32, when an appraiser 
completes a “liquidation value” appraisal, they will be required to transmit that appraisal to the 
Department of Revenue and Taxation.  That appraisal then will be utilized by the Department to update 
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the existing assessment of the property for taxation purposes, even though it does not reflect the true 
market or assessed value of the property.   
 
Similarly, an appraiser may be asked to determine going concern value, insurable value, investment 
value, liquidation value, value in use, or the value of a leased fee interest.  Each of these assignments 
involves assignment parameters that are vastly different than those utilized to determine market value, 
and likely would result in significantly different opinions of the value of a parcel of real estate.   
 
An appropriately trained real estate appraiser may be asked to determine the “going concern value” of a 
special use property, such as a car wash or gas station, where a substantial portion of the value of the 
business asset is in the real estate, but which also allocates a portion of the value to other tangible and 
intangible assets. Typically, an appraisal of this type will report a single “market value of the going 
concern” with allocation of portions of that value to real property, furniture, fixturesand equipment, 
goodwill, etc.   However, when this appraisal is received by the Department, the Department may not 
necessarily examine the appraisal closely enough, or have staff that is appropriately trained, to be able 
to accurately determine the amount allocated to real property that is relevant for assessment purposes.  
If this were to occur, a business could end up paying real property taxes on an assessed value that is not 
reflective solely of the market value of the real property.     
 
In addition, this legislation would permit the Department to establish the assessed value of a parcel of 
real property utilizing an appraisal that was performed up to five years ago.  Of course, real estate 
values can change significantly in five years.  A five-year-old appraisal could contain a market value 
opinion (or some other opinion of value) that is significantly different – higher or lower – than the 
current market value of the property.  In this case, a property owner would pay taxes on the assessed 
value contained in this appraisal for up to five years until the next assessment is conducted, or until 
another appraisal is performed.  In the case of an appraisal that is higher than current market value, the 
property owner would pay higher property taxes than required.  And, in the case of an appraisal that is 
lower than current market value, the taxing authority would receive reduced tax revenue.       
 
This legislation also has the potential for property owners to experience varying and unpredictable 
fluctuations in property tax assessments over relatively short periods of time.  A property owner may 
have multiple appraisals, for different purposes, performed on a parcel over a five-year period.  Each of 
these appraisals could result in a value opinion that is different than the previous appraisal.  However, 
the most recent appraisal would be utilized to establish the property tax assessment, and could result in 
property tax bills that vary from year to year.  In addition, passage of this legislation could result in 
property owners and other third-parties utilizing alternative valuation products, instead of appraisals, if 
the performance of an appraisal would result in a significant increase in the assessed value of the 
property.  In the case of an investor making an offer on a property, the existing property owner may see 
a change in their assessed value, and have no knowledge that an appraisal of their property was even 
performed.  
 
We also are very concerned that this legislation would shift the burden of determining the assessed 
value of real property for ad valorem taxation purposes from the public sector to the private sector.  
While we understand that one of the reasons for this legislation is that a comprehensive reassessment 
of property values in Guam has not taken place in several years, we do not think that  it is appropriate to 
shift what is normally, and appropriately, a governmental function onto the backs of private sector real 
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property appraisers.  If appraisers are going to be called upon to assist the government in establishing 
assessed values, then they should be appropriately compensated for providing those services.  This 
legislation alsowill  impose a significant administrative burden on appraisers who will be required to dig 
deep into their archives in order to submit to the Department nearly every single appraisal they have 
performed over the last five years– all within 10 business days of the enactment of the legislation.  
 
Lastly, we have significant concerns with the potential liability exposure that passage of this legislation 
could impose on real property appraisers.  In many cases, an appraisal is performed for an entity that is 
not the property owner, such as a financial institution, an attorney, an insurance company, an investor, 
a condemning authority, etc.  A property owner may not even know that an appraisal of their property 
has been performed.   In these cases, the extent of the potential liability of the appraiser extends only to 
the intended user of the appraisal in conjunction with its stated intended use.  However, if this 
legislation is enacted into law, the potential liability of the appraiser will extend to other, perhaps 
unknown, third-party entities that were not an intended user of the appraisal.  This includes the 
property owner who may pay higher than necessary real property taxes, and the taxing authority that 
may receive lower than required tax revenue.  
 
For the above-stated reasons, the Appraisal Institute respectfully requests that Bill No. 36-32 not be 
approved by the Committee on Aviation, Ground Transportation, Regulatory Concerns and Future 
Generations.   
 

Thank you for the opportunity to provide input on this legislation that has the potential to set a very 

dangerous precedent for Guam and other jurisdictions.  If you should have any questions or concerns, 

please contact Scott DiBiasio, Appraisal Institute Manager of State & Industry Affairs, at (202) 298-5593 

or sdibiasio@appraisalinstitute.org.  
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