Guide Note 8

Use and Applicability of Letters of Transmittal

Introduction
A letter of transmittal means any type of written letter,

nonuse, of a letter of transmittal. The Management section

memorandum, or statement that serves as a notice of delivery

of the USPAP Ethics Rule addresses “fees,” “commissions,” or

from the appraiser to a second party of a report containing

“things of value” connected to the procurement of an

an opinion or conclusion concerning real estate. The letter of

assignment and requires that disclosure of such fees, if any,

transmittal may be a part of the appraisal report, or it may be a

should “appear in the certification” “and in any transmittal

separate document.

letter in which conclusions are stated.” The USPAP Standards
Rules that require a signed certification to be included in a

The Standards of Professional Appraisal Practice do not require

report state that any appraiser who signs a letter of transmittal

the use of a letter of transmittal. In many cases, such as with

(if one is used) must also sign a certification.

brief form reports, a letter of transmittal is not practical. With a
few exceptions, USPAP is silent with regard to the use, or

GUIDE NOTE 8
Introduction (continued)
When used appropriately, a letter of transmittal is a good business practice. Used inappropriately, the letter of transmittal may
inadvertently cause the appraiser to be in violation of USPAP.
The letter of transmittal can serve the following purposes:
1. It is a communication between the appraiser and the client, identifying the client who authorized the appraisal and
establishing the fact that the appraiser has completed his or her contractual obligation in compliance with a previous
contract, agreement, or letter of engagement.
2. It confirms the business and/or fiduciary relationship agreement between the client and the appraiser as to the work
product embodied in the assignment and may enable the appraiser to limit the widening of that relationship to
unintended users.
3. It may call attention to unusual conditions of the engagement, hypothetical conditions, extraordinary assumptions, or
unusual limiting conditions that affect the assignment.
4. It may be used to establish the client as the party ordering the report and responsible for payment of the associated
fee, while putting the client on notice that certain limitations (such as the right of publication and the possibility of
submitting the report to a peer review committee) apply.
5. It may disclose the scope of work applied in the assignment so that the client and intended users of the report
understand the level of reliability.
6. It may state the report option used and, in a Restricted Appraisal Report, may contain the use restriction required by
USPAP Standards Rule 2-2(b) that limits reliance on the report to the client.
7. It may, if the letter of transmittal is a part of the appraisal report, include the signed certification required by USPAP 			
Standards Rule 2-3.
The letter of transmittal need not contain a statement of the value or other opinion(s) as set forth in the body of the report. If it
does, however, the appraiser must try to ensure that the letter remains attached to the remainder of the report. If the letter of
transmittal contains the appraiser’s conclusion(s) and becomes detached from the body of the appraisal report, the letter could
be used or construed as an appraisal report in itself. The reader of the letter could be misled or confused since the letter in itself
will not typically meet the reporting requirements of USPAP.
If a Member, Candidate or Practicing Affiliate signs the letter of transmittal, the Appraisal Institute will consider the report to have been
“delivered” for purposes of enforcing ER 1-1(e), which provides:
It is unethical to knowingly transmit a Report containing an analysis, opinion, or conclusion that reasonable valuers would not
believe to be justified.

Basis for Proper Letter of Transmittal
The following is an example of a letter of transmittal which is considered to be consistent with the guidelines outlined in this
Guide Note.
March 15, 2XXX
First Client Bank, Inc.
1932 Atkinson Drive
Chicago, Illinois
RE:

The Hempstead Office Building, 2391 “A” Avenue, Greenville, Illinois
Lot 23, Block 19, Glen Forest Office Park Subdivision, City of Greenville,
Green County, Illinois

Dear [Mr. or Ms. Client]:
In fulfillment of the agreement outlined in the letter of engagement dated January 30, 2XXX, we are pleased to present the attached report of our appraisal of the leased fee estate in the referenced parcel of real estate, as of December 31, 2XXX. The
report sets forth our opinion of market value along with supporting data and reasoning which form the basis of our opinion.
The value opinion reported is qualified by certain definitions, limiting conditions, and certifications which are set forth on pages
5 through 9 of this report. We particularly call to your attention to the extraordinary assumption set forth on page 8 dealing
with the possible existence of hazardous or toxic materials on the premises appraised.
We also point out that the value developed is based on the hypothetical condition that the City of Greenville approved a Special Use Permit for the property as of the date of value. This hypothetical condition is addressed in detail on page 35 of the
report.
This report was prepared for and our professional fee billed to First Client Bank, Inc. It is intended only for use by your internal
management, your auditor, and appropriate regulatory authorities. It may not be distributed to or relied upon by other persons
or entities without our written permission.
The property was inspected by John Evans, SRPA, and the appraisal was developed by Mr. Evans and Sally Briggs, MAI.
If you have any questions concerning the report, please contact Ms. Briggs at (312) 555-7789.
Sincerely,
BROWN & BRIGGS
By: John J. Briggs, MAI, Managing Partner
To avoid potential for abuse, the letter of transmittal should be prepared in such a way that it cannot be mistaken for or misused itself as an appraisal report. It should be simply a statement of delivery and completion of an assignment. It would be a
good practice for the appraiser to avoid summarizing the opinion(s) or conclusion(s) developed in the report, referring the reader,
instead, to the body of the report itself. Thus, the reader or user of the report will see the opinion only in its proper context, with
appropriate explanations, extraordinary assumptions, hypothetical conditions, limiting conditions, definitions, disclaimers, etc.
If the appraiser deems it appropriate to include the value opinion or other conclusion in the letter of transmittal, it should be
qualified with a statement such as the following:

Basis for Proper Letter of Transmittal (continued)
As a result of our analysis, we have formed an opinion that the market value (as defined in the Report), subject to the
definitions, certifications, extraordinary assumptions, hypothetical conditions, and limiting conditions set forth in the attached
Report, as of December 31, 2XXX, was:
ONE MILLION DOLLARS ($1,000,000).
THIS LETTER MUST REMAIN ATTACHED TO THE REPORT, WHICH CONTAINS 94 PAGES PLUS RELATED EXHIBITS, IN ORDER FOR
THE VALUE OPINION SET FORTH TO BE CONSIDERED VALID.

Summary of Standard Practices
1.

If the value opinion is set forth in the letter of transmittal, include sufficient information in the letter so

2.

State any unusual circumstances associated with the assignment, such as unusual conditions of the

3.

Reference the appraisal report being transmitted, including its number of pages.

that it meets the reporting requirements for the appraisal report.

engagement, extraordinary assumptions or hypothetical conditions used, or unusual limiting conditions.

(Please Note: The purpose of the Guide Notes to the Standards of Professional Appraisal Practice is to provide
Members, Candidates, Practicing Affiliates and Affiliates with guidance as to how the requirements of the
Standards may apply in specific situations.)
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