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June 28, 2012 
 
 
Mr. J. Carl Schultz, Jr., Chair 
Appraisal Standards Board 
The Appraisal Foundation 
1155 15th Street, NW, Suite 1111 
Washington, DC 20005 
asbcomments@appraisalfoundation.org  
 
 
 
RE:  “First Exposure Draft of Proposed Changes for the 2014-15 Edition of the Uniform Standards of 
Professional Appraisal Practice” dated May 24, 2012 
 
 
 
Dear Mr. Schultz: 
 
On behalf of the Appraisal Institute, the Appraisal Standards and Guidance Committee (“ASGC”) submits 
these comments in response to the “First Exposure Draft of Proposed Changes for the 2014-15 Edition of 
the Uniform Standards of Professional Appraisal Practice” dated May 24, 2012.  

 
 

Section 1: Proposed Retirement of STANDARDS 4 and 5 
 

We continue to support the proposal to retire these Standards (without renumbering later Standards) 
since the concept is adequately addressed in the balance of USPAP.  
 
We also continue to recommend issuance of guidance addressing what is currently referred to as a 
real property appraisal consulting assignment. Such guidance would address requirements for an 
appraisal within an assignment that has an overall objective other than a value opinion. The material 
provided in the Rationale for this section in the third exposure draft for the 2012-2013 USPAP could be 
used as a starting point for such guidance. 
 
We find the proposed addition to the Conduct section of the ETHICS Rule to be redundant and 
unnecessary.  We encourage the ASB to avoid redundancies in USPAP except when critical for the 
sake of clarity. 

 
 
Section 2a: Proposed Revisions to the DEFINITION of “Assignment Results” 
 

We continue to believe that no specific changes should be made to the definition of “Assignment 
Results.” We believe that the existing definition is clear and adequate, and that the confusion 
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believed to be caused by this definition is actually caused by the definition of “Report.”  The 
confusion and concerns expressed relating to these terms have for the most part been related to 
reporting (communication), and have centered on the question of what constitutes communication 
that must meet the reporting Standards. Changing the definition of “Assignment Results” is not the 
way to answer this question.  
 
We note that the proposed language in Alternative 1 does not actually serve the purpose 
presented in the Rationale for the proposed change, as “value opinion” is not necessarily limited to 
the “final” opinion.  Further, changing the definition as in Alternative 1 takes away the requirement 
to keep other opinions and conclusions confidential, and this does not serve to benefit public trust.  
 
We find that Alternative 2 in essence represents no change to the existing definition, with the 
exception of the deletion of the line pertaining to appraisal consulting and the addition of the line 
pertaining to other services.  We do not see that changing “and” to “or” and changing “such as” to 
“including but not limited to” result in any change to the meaning.  (Please note that lines 44-45 
from the current USPAP were left out of the exposure draft.) 

 
 
Section 2b: Proposed Revisions to the DEFINITION of “Report” 
 

This Committee submitted the following suggested alternative definitions to the ASB in July 2010: 
 
Report: An appraisal report or an appraisal review report. 
• (New definition) Appraisal report: Any communication, written or oral, of an opinion of 

value developed in an appraisal assignment. 

• (New definition) Appraisal review report: Any communication, written or oral, of an 
opinion of the quality of another appraiser’s work developed in an appraisal review 
assignment. 

We continue to believe that the phrase “written or oral” be maintained in the definition for 
clarity, as the fact that oral communication of assignment results constitutes a “report” is 
an area of confusion. 

The addition of “or any other intended user” is troublesome to us as it implies that an 
appraiser might communicate assignment results to an intended user other than the client 
without also communicating with the client at the same time, as this would be in conflict 
with the Confidentiality section of the ETHICS RULE.  

 
 
Section 3: Proposed Revisions to the RECORD KEEPING RULE 
 

The proposed requirement shifts the presumption that an appraiser is an ethical professional as now 
defined in USPAP to a presumption that when an appraiser’s opinion changes there must be 
something at best questionable, at worst unethical at work, and so a defense must be in place to prove 
otherwise. An appraiser would be presumed unethical from the start; this is not a characteristic of a 
profession. This does not enhance public trust and may, in fact have the opposite effect. We are 
concerned that in litigation work such a requirement would open the door to an area of unnecessary 
questioning that would not serve any substantive or evidentiary purpose, but would only attempt to 
inappropriately discredit the appraiser. 
 
Also, we are concerned that this requirement could cause appraisers to avoid making needed changes 
or issuing revised reports when warranted.  This would be very damaging to public trust. 
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Other professions do not have similar requirements. Professionals may decide to keep such 
information which is certainly within the scope of professional judgment. However, making it a 
requirement changes the characterization of the retention and creates a negative impression regarding 
the fact the professional’s opinion changed.  
 
As an alternative, we suggest the ASB consider inserting “an appraiser must be prepared to present” 
in front of “the rationale for all changes…: on line 84 of this Exposure Draft. 
 

 
Section 4: Proposed Revisions to Scope of Work Acceptability Section of the SCOPE OF WORK 
RULE 

 
We disagree with the proposal to add another test for scope of work acceptability as presented at lines 
116-120 in the exposure draft.  “Scope of work” is defined as “the type and extent of research and 
analyses in an assignment,” and this proposed additional test does not meet that definition. The 
appropriate development of recognized methods and techniques is one small part of the scope of work 
decision, and so cannot be used as a test of the appropriateness of the overall scope of work decision 
in an assignment. 

 
It appears the rationale for this proposed change is that “appraiser’s peers” is a widely misunderstood 
concept.  While we agree there are misunderstandings, we believe the existing definition of 
“appraiser’s peers” is adequate and clear, and that if it is misunderstood the ASB should issue 
guidance on it with illustrations instead of making changes to USPAP itself. 
 

 
Section 5a: Proposed Revisions to the DEFINITION of “Scope of Work” and the SCOPE OF WORK 
RULE 

 
We continue to believe the solution is to create a Scope of Reporting Rule, not to add more 
requirements within the existing Scope of Work Rule.  
 
Initial study of this question leads to a nearly intuitive tendency to expect that this inclusion would be 
logical and reasonable; however, if the ASB were to adopt a change such as this, the effects on the 
basic structure of USPAP would be dramatic.  One of the fundamental concepts in USPAP is that the 
appraiser bears the ultimate responsibility for the Scope of Work decision.  If reporting is added to 
Scope of Work, then that fundamental concept would no longer be true.  Reporting is driven by clients 
and other intended users, not by appraisers.  Appraisers’ knowledge, skill, training and experience 
should lead to credible assignment results.  The needs of the clients drive report content. In fact, 
clients often mandate reports in a certain format (e.g. Fannie Mae forms). 
 
If reporting is added to the definition of Scope of Work, then the Scope of Work decision is no longer 
within the purview of the appraiser and will be driven, at least in part, by the client. That is a 
fundamental shift that would require significant editing to USPAP, Advisory Opinions, and other 
communications. 
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The requirement to identify the appropriate scope of work is found in the development standards.  If 
reporting is added to the definition of Scope of Work, development standards would then address 
reporting issues.  Such fundamental conflicts in the structure of USPAP would be confusing and no 
longer in the best interest of public trust. 
 
The SCOPE OF WORK RULE provides a good model for handling the reporting issue in USPAP. 
However, simply adding reporting to the existing SCOPE OF WORK RULE does not create a workable 
solution because the SCOPE OF WORK RULE was designed to address only development issues. 
We encourage ASB to develop a separate SCOPE OF REPORTING RULE as an alternative to this 
proposed change.  

 
 
Section 5b: Proposed DEFINITION of “Scope of Report” and SCOPE OF REPORT RULE 
 

We believe the definition of Scope of Report presented on line 234 of this Exposure Draft is 
acceptable as presented. 
 
We generally support the proposed Scope of Report Rule, but offer the following suggested edits: 
 
Lines 237-238:  This requirement to “determine an appropriate format or style for communicating 
assignment results” is unnecessary as it is redundant. More importantly, it is vague as to how it 
applies in the case of an oral report. 
 
Line 244: We suggest deleting “and appraisers.”  The form, format and style of a report are not 
functions of the needs of the appraiser, but rather the client and intended user(s). 
 
Line 245:  We suggest the word “information” be inserted so it reads “the information needs of the 
intended users.”  This helps to avoid misinterpretations of “needs” to mean, for example, what the 
client “needs to make the deal work.” 
 
Line 253-255:  We find this sentence to be confusing as written. 
 
Lines 255-257: We suggest this sentence be deleted as it is redundant. 
 
Lines 264-266: The list of assignment elements presented does not include all assignment elements.  
We agree that excluding the others is logical because only the three presented affect the scope of 
report decision.  However, we suggest the following edit at lines 262-263 to avoid the 
misunderstanding that these three are the only assignment elements: “The assignment elements the 
appraiser must consider in determining the appropriate scope of report are:…” 
 
Lines 284-285:  This sentence should be edited because it presents circular reasoning (“report may 
vary depending on …information needed to understand the report….”)  Since the intent of this 
sentence is to state that the scope of report may vary, and to state the factors that may cause it to 
vary, we suggest the following sentence instead (which simply ties it back to the concept presented in 
line 245):  “The scope of report may vary depending on the information needs of the intended users.” 
 
Lines 290-291:  We suggest deleting “or not meaningful”.  USPAP presents minimum requirements, 
and the minimum requirement here should be to not be misleading.  It would be very difficult for the 
appraiser to judge what is “meaningful” to any particular party, and even more difficult for an 
enforcement body.  The concept of “misleading” is well established in USPAP, whereas the word 
“meaningful” is used only once, in the Preamble, where it is used only in the general sense. 
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Section 6: Report Options  
 

While in principle we support the idea of a single report option, we are concerned that the single report 
option proposed in the exposure draft eliminates the ability to provide what is currently referred to in 
USPAP as a Restricted Use Appraisal Report.  This type of report is necessary in the market for 
appraisal services; it is appropriate in a variety of circumstances, notably in non-lending work.  Not all 
clients need or require the detail about how the value conclusion was developed, and this report option 
allows appraisers to respond to that very real need. 
 
Therefore, we prefer two reporting options, one  “with detail” about how the valuation process was 
conducted – i.e., showing the data and the analyses used to arrive at the value conclusion, and the 
other a “value-only” communication for those clients/intended users (however many) who don’t need 
the detail. The “with detail” option should have certain minimum requirements generally equivalent to 
what is currently required for a Summary Appraisal Report under Standard 2, but how far above that 
minimum would be governed by the Scope of Reporting Rule, and hence be principles based.  The 
“value only” option should have generally the same requirements as those for the current Restricted 
Use Appraisal Report option. 
 
We see the big fork in the road to be the determination as to whether the intended users need the 
detail about how the value was developed. Once that fork is negotiated, other decisions about what to 
include in the more detailed report should be scope based. 
 
We do have concerns regarding the proposed requirements for what is being labeled a Restricted 
Appraisal Report. As discussed above in the section of our comments, we do not believe that limiting 
the use of this type of report to the “client only” is needed to support public trust. If the Restricted Use 
format is adequate for the client, why could it also not be adequate for other intended users? 
 
In addition, the requirement to state that the “opinions and conclusions…may not be understood 
without additional information from the appraiser’s workfile” creates a requirement that is not supported 
by other USPAP requirements.  SR 2-1(b) requires that the report “contain sufficient information to 
enable the intended users of the appraisal to understand the report properly (emphasis added), and 
the requirement on line 502-503 of the Exposure Draft are that the appraiser’s “opinions and 
conclusions” be understood properly, giving this type of report a different requirement for what the 
intended users must be able to understand.  It is not appropriate to place this burden on the appraiser 
when using this report option. 
 
Further, USPAP’s  record keeping requirements no longer include that the intended user of a 
Restricted Use Appraisal Report have access to the workfile for that assignment; workfiles are for the 
appraiser’s use only. Therefore, this requirement is contrary to USPAP’s intent with regard to the 
appraiser’s workfile. 
 
We recommend the proposed language now at lines 499-503 of the Exposure Draft be replaced with: 
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State the identity of the client; and state a prominent use restriction that warns that the 
report may not explain the rationale for how the appraiser arrived at the opinions and 
conclusions set forth in the report. 
 

 
Section 7: Proposed Revision to COMPETENCY RULE 
 

The ASGC does not believe this proposed change is necessary.  Again, it creates a redundancy which 
is not in the best interest of clarity.  

 
 
Section 8: Proposed Revisions to the PREAMBLE – When Do USPAP Rules and Standards Apply? 
 

We do not believe these proposed revisions to be necessary, but we do not oppose them. 
 

 
We trust that you will find our comments helpful. Please do not hesitate to contact me if you have any 
questions regarding these comments. 
 
 
Sincerely, 
 

 
 
Paula K. Konikoff, JD, MAI 
Chair, Appraisal Standards and Guidance Committee 
Appraisal Institute 
Ph: (212) 308-6676 
Email: pkonikoff@psnyc.com  
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