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PERFORMANCE STANDARDS
FOR APPRAISERS

* Uniform Standards of
Professional Appraisal Practice

« Competency Rule
 Supplemental Standards

* Treasury Regulations
» 1.170A-13 and 1.170A-14
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USPAP

Competency Rule

*An appraiser must identify the problem and
have the knowledge and experience to

complete assignment competent

y, Oor

disclose lack of knowledge to c
advance and

lent In

take steps to complete competently, and

describe lack of knowledge...and steps

taken in the report
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USPAP
Supplemental Standards
Rule

*Additional requirements not specifically
required by USPAP, which support USPAP,
but do not diminish it

*Issued only by government agencies,
government sponsored enterprises, or other
entities that establish public policy
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IRS QUALIFIED APPRAISAL
REGS 26 CFR § 1.170A-13(c)(3)

 Must have effective date of value no earlier
than 60 days prior to date of gift, or

* no later than due date, including extensions,
of federal tax return for year in which gift was
made

« Common Acceptable Practices:
* Appraisal “"Update”
» Retrospective Opinion
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IRS CONSERVATION
EASEMENT VALUATION
REGULATIONS
26 CFR Section 1.170A-14

* Apply to conservation easements In
particular, as opposed to 1.170A-13, which

applies to appraisals of all property over
$5,000




IRS VALUATION REGS

General Rule is the Before and After Approach

 Conservation Easement value is the difference
between

value of property before easement and

value of property after easement
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IRS VALUATION REGS

« Example: 100-acre parcel worth $200,000
In unrestricted state

 After easement, parcel is worth $80,000.
« Easement is valued at $120,000
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IRS VALUATION REGS

* Also, appraiser must consider sales of
easements:

 If substantial record of sales of
comparable easements, they must be
used in a comp sales approach

* In practice, this is rarely the primary

approach, but can supplement before and
after technique
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IRS VALUATION REGS

* Rule for Contiguous Family Land:

* |f CE covers portion of contiguous property
owned by donor and donor's family,

* value of CE is equal to value of entire
contiquous parcel before CE minus

value of entire contiquous parcel after
CE
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Treas Reg 1.170A-14 Example 10
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Ten one-acre lots each with O il L 424D
a fair market value of e

| _ | $15,000 before donation of a < 1§,

e’ b N | conservation easement g
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Perpetual conservation
.| easement permits use of B
eight acres as a public park.
e

/| Eight acres now have a fair
.~ market value of $8,000, or
~221%$1,000 per acre.

Each remaining lot has FMV
of $22,500.

| What is the value of the
| easement?
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! If the easement donor still owns the two lots:

ey Ten acres before easement was worth (10 acres x $15,000) = $150,000. \ i

- \ After easement (8 acres x $1,000) + (2 acres x $22,500) = $53,000.

$150,000 - $53,000 = $97,000

Copyright (C) 20.00‘ Maptech, Inc.



K [} i
e J -
'I Lt ¥y
y k% - L _— P
i 9
i S - P » -
g . N, . -
wila e
W W A W
N o fa N Y F
LA i
) L T T | i )
= 5 '..' ’
k! .“.Y..  y 5 . -
\ Vs .
- i i
ol | - - .

Ty, Y

e T -
AR TR
Ty Ty

the FMV of the easement

If easement donor only owned the eight acres,

" "‘:fj- Eight acres before easement was worth (8 acres x $15,000) = $120,000.

Eight acres after easement is worth (8 acres x $1,000) = $8,000.

$120,000 - $8,000 = $112,000
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IRS VALUATION REGS

 Enhancement Rule for “Other Property”

* Regs require an offset to CE value if "any
other property owned by the donor or a
related person” increases in value as a
result of the easement, whether or not
such property is contiguous
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PRACTICAL TIPS

* Involve the appraiser early - Interim or
Preliminary Appraisals — useful for providing
information before CE is finalized

« Often Best Practice — do not finish appraisal
until after CE has been recorded

* |ts OK to get a second appraisal or a review
of the first appraisal

Hunsperger & Weston, Ltd.



FREQUENTLY COMMITTED SINS

* Things to watch for
* Wrong definition of Market Value

* Failure to state that appraisal is for income
tax purposes

» Appraisal has date of value older than 60
days before effective date of CE
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FREQUENTLY COMMITTED SINS
* Appraising the wrong property

Over-reliance on Subdivision Development
Analysis AKA Discounted Cash Flow

(DCF)

 Ignoring or omitting impacts of zoning,
covenants, or other existing restrictions
that impact before-CE HABU

* quid pro quo (mutual backscratching)
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