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My name is Adrienne M. Vicari. My business mailing address is: 

369 East Park Drive, Harrisburg, Pennsylvania 17111 

BY WHOM ARE YOU EMPLOYED AND IN WHAT CAP A CITY? 

1 am employed by Herbert, Row1fmd & Grubie, Inc. ("HRG") as the Practice Area Leader for the 

Financial Services Group. 

HAVE YOU SUPPLIED DIRECT TESTIMONY IN THIS CASE? 

Yes, 1 provided direct testimony on July 17, 2017. 

HAVE YOU SUPPLIED REBUTTAL TESTIMONY IN THIS CASE? 

Yes, I provided rebuttal testimony on July 26, 2017. 

SCOPE OF TESTIMONY 

WHAT IS THE PURPOSE OF YOUR SURREBUTTAL TESTIMONY? 

My smrebuttal testimony addresses adjustments to the HRG appraisal presented in OCA 

Statement 1 R by OCA witnesses Ashley E. Everette relating to the Fair Market Value of the 

McKeesport wastewater collection and treatment system. It also seeks to clarify her comments 

conceming the change of the in-service date for manholes on the McKcespmt collections system. 

WHAT WAS THE NATURE OF MS. EVERETTE'S CRITICISM'/ 

Essentially, she has recommended two downward adjustments to HRG's recommendation of the 

Fair Market Value for the MACM system by adjusting the inputs to our Cost approach and the 

elimination of going value as a component to our Cost approach. 

DID ANY OF MS. EVERETTE'S CRITICISM RESULT IN AN UPWARD 

ADJUSTMENT? 

No, all her adjustments recommended downward adjustment to reduce the Fair Market Value 

recommended in our repoti'. 

IN YOUH OPINION, WAS MS. EVERETTE'S CRITICISM .TlJSTIFIED? 

No. As stated in Section 1329, the UVE is required to perform an appraisal in accordance with 

the \Jnirorm Standards of Professional Appraisal Practice (\JSPAP) to arrive at the Fair Market 
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Value (FMV) of the McKeesport System. Section 1329 also required us to comply with a number 

of independence requirements. 

In accordance with Section 1329 and the Final Implementation Order (FlO), HRG considered 

three separate valuation approaches; Cost, Income, and Market Value as described in our report, 

AMY Statement 1. OCA Statement l does not consider the USPAP Standards in developing a 

r·ecommendation of Fair· Market Value, which is in direct cont1ict with Section 1329. 

ON PAGE 3, LINE 17, MS. EVERETTE SAYS THAT YOU CHANGED THE IN 

SERVICE DATE FOR 2,490 MANHOLES, IS THIS CORRECT? 

Yes, as I was reviewing the age of the gravity pipelines, I noticed that all manholes had an in 

service date of 1911 according to the asset listing provided by the third party engineer. This was 

an error since manholes are generally constructed along with the gmvity pipelines. We confirmed 

this with MACM and asked for an explanation for the 1911. 

Near·ly all of the manholes (45%) were constructed with the gravity pipelines in 1959; in 1976 

(28.5%); 1989 (18%), and in 1999 approximately 8%. There are a few brick manholes dating 

back to 1911 that may still be in use, but most all were abandoned when the interceptor project 

was completed in 1959. That project redirected collected wastewater fi'om a direct discharge to 

the river. l believe my estimate of a 1960 in service date is a reasonable estimate. 

l would like to point out that in my experience most municipal systems do not maintain detailed 

property records, which makes documenting exact costs and in service dates difficult; it requires 

professiona1judgement to make reasonable estimates. 

ON PAGE 6, LINE 10, MS. EVERETTE SAYS SHE DOESN'T UNDERSTAND WHY 

YOU BELIEVED THAT Tim COLLECTlON SYSTEM WAS INSTALLED IN 2008 AND 

WAS ONLY 8 YEARS OLD, CAN YOU EXPLAIN? 

Yes, my original source of information on MACM's assets was developed from a report prepared 

by Industrial Appraisal dated as of December 31, 2015. We did not receive the third party 

engineer's report until March of 2017. The initial appraisal report had a single line item for the 

collection system lines of $30,000,000 with a 2008 year of installation and a 50 year lite. This 

was incorporated into our initial valuation but not corrected when we received the engineer's 

report until pointed out by Ms. Everette during infonnal discovery. 

ON PAGE 7, LINE 25, MS. EVERETTE TESTIFIES THAT SCHEDULES E-ll YOU 

SUBMITTED WITH YOUR DIRECT TESTIMONY DID NOT CHANGE FROM THE 
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ORIGINAL FMV REPORT AND SHE CONCLUDES THAT THIS DEMONSTRATES 

THAT YOU DID NOT ELIMINATE ALL VALUES FROM THE INDUSTRIAl" 

APPRAISAL AS YOU SAID IN MACM STATEMENT 1, PAGE 8. IS SHE CORRECT? 

She is correct that the schedules she referenced did not change except for the unit costs, but she is 

incorrect with respect to the values in the Industrial Appraisal report. The Schedules she 

references were not from the Industrial Appraisal report. That report had only I line item for the 

entire collection system, Account 361 assets, showing a lump sum value of $30,000,000. This 

appeared on om Schedule "C" in our FMY Repat't. I submitted a revised Schedule "C" with 

AMY -Statement I that removed all Industrial Appraisal values for Account 361 assets. 

ON PAGE 8, LINE 16, MS. EVERETTE RECOMMENDS THAT THE 20'Yo ADD-ON 

FOR OVERHEAD EXPENSES NOT BE CONSIDERED. DO YOU AGREE? 

No. In my judgement, USPAP Rule 1-2 (e), included as MACM Exhibit AMY No l, requires me 

to consider intangible items relative to the asset, in addition to other associated items such as 

easements. l have provided detailed information regarding the calculation of the per linear foot 

cost used in our original FMV report on Schedules E-H. None of these values include an 

allowance for project overhead costs including engineering, construction observation, right-of

way costs, legal fees, and financing during construction. A typical estimate for these costs would 

be in the range of 30% to 35% of construction cost for estimating purposes. The Industrial 

Appraisal adds 15% for engineering alone for above ground structures which, unlike pipeline 

installation, does not require right-of-way acquisition and full time inspection. HRG's experience 

in managing pipeline projects indicates that full-time inspection costs are between 15% - 25% of 

the engineering fee. I estimated 18%, which results in $4,250,000 of estimated construction 

observation costs. Rights-of-way are another significant component of the cost of a collection 

system. Much of the municipal collection system is built in public rights-of-way which means 

there is no cost for the rights-of-way, except for approximately 25% of pipeline which is installed 

on private property. The owner must acquire the right from a pi'Operty owner to install their 

facilities on their property and have the perpetual right to enter upon this right-of-way to perform 

maintenance, repair or replace the facilities. A typical construction right-of-way is 20 feet, but 

the permanent easement is 10 feet. So for each lineal foot of sewer main, you need to acquire 10 

square feet of permanent right-of-way. l estimated the cost of the rights-of-way to be $2,426,600, 

which includes land along with the legal and survey costs incurred to record the rights-of-way, at 

a cost of $10.50/ Lf of sewer main (assuming a I 0 foot wide permanent easement). In total, tire 

20% add on increased the value of the sewer system piping cost by $30,697,000. Of this, 15% of 
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the total asset value, or $24,020,400, represents basic engineering fees; $4,250,000 represents 

construction observation costs, and $2,426,600 represents costs for rights-of-way. 

There are approximately 870,000 lineal feet of sewer main. The average cost per lineal foot was 

originally $184.00. Adding the $30,697,000 adds on average $35.28 per lineal foot for an 

updated cost per lineal foot of $219.29. Furthermore, l believe the 20% add-on is both 

reasonable, justified, and consistent with USPAP Rule l-2(e). Based upon the above, the Fair 

Market Value of our cost approach should be $170,040,000 as reflected in our updated FMV 

Summary. 

IN EXHIBIT OCA AEE-lR, MS. EVERETTE MAKES AN ADJUSTMENT OJ? 

$29,499,899 RELATIVE TO YOUR MAlU(ET VALUE APPROACH, IS SHE JUSTIFIED 

IN MAKING THIS ADJUSTMENT? 

No, the terms of every sale I purchase are negotiated and the cash compensation is only pat1 of 

the total compensation. The value of the tmnsaction is the sum of the cash paid and the 

improvements to be made. While we understand this may present some rate base concerns when 

included in the cost method, this is not true when considering the Market Value approach. The 

compensation paid by the purchaser is the sum of the cash and future improvements. How these 

are rellected in the rate base for those particular systems is irrelevant in the Market Value 

calculation. We attempted to use our best judgement in arriving at the per customer value of 

$8,661 realizing that it may actually be low because of New Garden, which was $14,008 per 

customer. We strongly believe that any appraisal needs to reflect the changing market conditions 

as reflected in Standards Rule 1·3 (a) that requires the consideration of "economic supply and 

demand" and "market area trends", refer to MACM Exhibit AMV No II. The approach taken by 

OCA is a clear violation of this rule and our Market Value as presented in our FMV Report of 

$190,130,000 is justified and correct. 

IN EXHIBIT OCA AEE-3R, LINE 17 MS. EVERETTE MAKES A DOWNWARD 

ADJUSTMENT TO THE COST VALUE FOR $19,800,000 FOR GOING VALUE, IS SHE 

CORRECT? 

No, the adjustment references Footnote 5 which refers to Mr. Watkin's, OCA Statement 2. Mr. 

Watkins did recommend elimination of Going Value as it relates to the Income Approach, but 

Ms. Everette docs not explain her adjustment to the Cost Approach consistent with USFAP 

standards. The reference to Page l 0 in OCA Statement l R provides no discussion of the 

adjustment and simply references Mr. Watkins direct testimony on Lines 17 and 18. At no time 
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has Ms. Everette explained why Going Value should not be included in the Cost Approach in 

accordance with US PAP Standards. 

SHOULD GOING VALUE BE INCLUDED IN THE COST APPROACH? 

Yes, the Cost Approach is based simply on the replacement cost of the assets. It docs not reflect 

the enterprise value of those assets. Going value is an estimate to reflect the real cost for a start

up business that is not captured in the value of the assets or· reflected in the income but for which 

a seller should receive compensation. Granted, the calculation is based on assumptions and 

estimates of the capital needed to get the entity to a point where it is operational without loss, as 

is the case with any business. The calculation on Schedule 0 estimates this value. 

The underlying assumption is that a certain level of expense will be incurred that exceeds the 

revenue growth resulting in cumulative losses during the first years of operation. Going value 

reflects the value of the going concem, a value not imbedded in the reproduction cost of the assets 

and needs to be added to reflect the fair Market Vahre of the Utility. 

IS IT YOUR OPINION THAT OCA IS VIOLATING USPAP STANDARDS? 

Yes, Standard 3 of USPAP applies when reviewing the work of an appraiser. When the reviewer 

develops their own opinion of value, Standards Rule 3-3(c), included as MACM Exhibit AMY 

No Ill, requires the reviewer to meet the requirements of Stand,lrds I, 6, 7 and 9. ln my 

judgement, Ms. Everette has not met Standard 1, since her analysis and methodology focuses on 

valuing the hard assets without considering value of associated costs such as engineering and 

related fees, ftrturo cnpital improvement costs, the cost of developing the organization and 

institution of the utility, and the like. Similarly, Standards Rule 3-6, included as MACM Exhibit 

AMY No IV, requires the reviewer to certify that they have no bias with respect to the property 

being reviewed or the parties involved, nor that their engagement was contingent upon 

developing prcdetel'111ined results. To my knowledge, no certification has been provided and all 

recommendations provided by OCA witnesses Everette and Watkins were related to downward 

adjustments of the fair Market Value provided by I-lRG which, in my opinion, suggests a pre

desired outcome to lower the amount included in rate base which will have the effect of lower 

user rates. While they may argue this is consistent with their role as an advocate for consumers, 

it provides in my opinion very lillie value in terms of an USPAP compliant appraisal. 
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ARE THERE OTHER REASONS WHY YOU DON'T BELIEVE OCA WITNESSES 

EVERETTE AND WATKINS FOLLOWED USPAP? 

Yes, Uniform Standard of Professional Appraisal Practice, Applying the Standards (Eighth 

Edirion) outlines on Page 51 the binding requirement of Standards Rule 3-1. As shown in 

MACM Exhibit AMV No. V, in order for the reviewer to provide an opinion of value different 

from that outlined in the appraisal report, this Standards Rule requires the reviewer's scope of 

work to not be less than the scope of work in the original appraisal assignment. In my judgement, 

neither OCA witnesses Everette nor Watkins completed the same scope of work as I-IRG or AUS. 

Instead, they approached their work looking to recalculate the appraisal value for the purpose of 

lowering rate base without attempting to see if the overall value is a Fair Market Value. Neither 

Ms. Everette nor Mr. Watkins looks at the total value to ask if it's a Fair Market Value. They 

each provided an analysis of parts of our report and Ms. Everette makes no comment on our 

Income Approach but simply refers to the work of Mr. Watkins. Neither concludes on their own 

a fair Market Value. They cannot claim to be unbiased as required by Standm·ds Rule 3-G, which 

is a binding requirement. ln my judgement, their responsibility as a representative of the OCA is 

different hom that of a UVE, prohibiting them from serving as a reviewer and providing an 

opinion of overall Fair Market Value under the USPAP. For instance in my opinion it would not 

be possible for Ms. Everette to qualify as a UVE because she could not comply with the 

independence requirements of Section 1329, as I noted earlier in my surrebuttal testimony. 

DOES THIS COMPLETE YOUR TESTIMONY'? 

Yes. 
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STANDARD 1 

477 STANDARD 1: REAL PROPERTY APPRAISAL, DEVRLOPMENT 

478 In developing a real prope.rty appraisal, an appraiser must identify the problem to be solved, determine 
479 the scope ofw{lrlc necessary to solve the problem, and correctly complete research and analyses necessary 
480 to produce a credible appraisaL 

<181 Comment: STANDARD 1 is directed toward the substantive aspects of developing a credible 
1l82 appraisal of rca! property. Tbc recp.lirements set forth in STANDARD 1 follow the appraisal 
,183 development process in the order of topics addressed and cml be used by flppraisers and the 
484 users of appraisal services as a convenient checklist. 

4SS Standards Rule 1-1 

4ll6 In developing a re!\l projH•.rty appraisal, an <lppr:liser must: 

487 
488 

489 
490 
491 
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49$ 
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498 

499 
500 

501 

502 

$03 

504 
$05 

506 

507 

sog 
509 

(a) 

(b) 

(c) 

be awrm; of, understand, and con·ectly employ those recognized methods and techniques tlwt arc 
nece~·snry to produce a credible ~ppraisal; 

~QI!l.Ulffit: This Standards Rule recognizes that the principle of change continues to affect the 
manner in which apprrdsers perform appraisal services, Changes and developments in the real 
estate field have a substantial impact on the appr<\isal profession. Important changes in the 
cost and n1anncr of constructing and marketing \.:Ommercia!, industrial, and r~sidential real 
estate as well as changes in the legal framework in which real property rights and interests are 
created, conveyed, and mortgaged have resulted in corresponding changefi in appraisal theory 
and practice. Social change has also had an effe-ct on appraisal iheory and practice. To keep 
abreast of these chnngt!s and developments, lhe apprals~d profession is constantly reviewing 
and revising appraisal methods and techniques and devising new melhods and techniques to 
meet new circumstances. For thls re11son, it is not sufficient for appraisers to simply m_aimain 
tbe skills and the k11owledge they possess when they become appraisers. Each appraiser must 
continuously improve his or i1cr ski \ls to t·emain proficient in rtal property appraisal. 

not commH a substanfial {'rror of omission or conuniS"siou that :dgnificnntly affects an apprnisal; 
and 

Comment: An appraiser must LISe suff1cient care to avoid errors that would significantly affect 
his or her opinions and conclusions. Diligence is required to identify and analyze the factors, 
conditions, data, and other informatJOn that would bave a significant effect on llw c.:redtbJllty 
of the assignment I"Csults. 

no( render appraisal services in a ct~relcss or negligent manner, such as by malting a series of 
errors tlmt, ;litho ugh iudividu}llly might not significantly affe.ct the results of an 11ppr:lisa!, in the 
aggre-gate affe-cts the credibility of those results. 

5!0 .C_QJJJmem: Perfection is irnpossible to attain, <lnd competence does not require perfection. 
s 11 However, an appraiser musl not render appraisal services in a careless or negligent manner. 
s 12 This Standards Rule requires an appraiser to use due diligence and due care. 

513 Standards Rule 1~2 

514 In developing a real property appraisal, an appraiser must: 

U-16 USPAP 2014-2015 Edition 
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STANDARD 1 

(a) identify the client and other intended users; 5 

(b) identify the intended use ofthe Appraiser's opinions and conclusions; 6 

Commen1.: An <J.ppraiser must nol allow the inteiJde-d use of an assignme-nt or a client's 
objectives to cause the assignment results to be biased. 1 

(c) identify the type and definition of valt~c, and, if the value opmwu to he developed is nwrl<et 
value, flscertain whether the value is to be the most probable price: 

(i) in terms of ca~;hj or 

(ii) in terms of financial :~rrangements equivalent to cnshi or 

(iii) in other precisely ddined terms; and 

(iv) if the opinion of value is io be hnsed on non· market financing or financing with unusual 
conditions or iuccntivcs, the terms of such financing must be clearly ident-ified and the 
;~ppraiser's opinion of their c()ntributions to or negative influence on value must be 
developed by ;1naly~is of relevant market tlfnu; 

~:9J::Qll!Y11J..: When exposure time is a component of the definition for the V(l.lut: 
opinion being developed, the appraiser must also develop an opinion of reasonable 
exposure lime linked to that value opinion. 8 

(d) identify the effective date of the appraiser's opinions and conclusions;~ 

(l:) identify the characteristics of the !Jropcrty that are relevant to the type and definition of value 
and intended usc of the. appru.isal, 1 including: 

(i) its locatitHl 1n1d physic~t~ legal) and economic attributes; 

(ii) the real property interest to be value.d; 

(iii) any personal property, trade lhtures, or intangible items tiHJt are not real property but 
are included in the appndsnl; 

(iv) any known easements, restdctions, encumbrances, leases, reservations, covenants, 
contracts, declarations, special assessments, ordinan<.~C:.', or other items of a similnr 
nHturc; and 

1 Sc:r; Slf<temcnt on Appraisal S\;mdardo No.9, Jderltfjk:mion of Intended uo·e and lrl/ended Usel"s . 

" Se~: Sl~temcnt nn Appraisal Sumdards No.9, Jdentifir:(J/I{)n of Intended Usc and lniende(l Users. 
1 See Advis.ory Opinion 19, Unacceptable Assignment Co;!ditlons In Real Property App1·oisal Assignments 
8 Se~,; Statcmen\ on Appra;isal S1ill1dflrds No.6, [{<Jasonable 1\xposure Time in R11a/ l'roperty and Persorwl Properly Opinion;:; ofVal!le. See 

also Aclvismy Opinion 7, Marke1ing Time Opinions, alld Advisory 0\)illion 22, Scope of Work In Murkei V(l/ue tlpp;-qisaf Assigmnents. 

Rc:a/ Pi·openy 
'1 Se.:: Statement on App1·nisul S\Ondfml.s N0. 3, Rerrospecrive Value Opi1·ii011S, and Statement 011 Appraisal St;md~rds No. 4, Pro~-per:tiw; 

VClh1e Opinions. 
1 ~ Sc(.< Advisory Opimon )., Iuspi)C/ion of Subject hopaty, and AdvisOl)' Opinion 23, Identifying the Rei&vanl Clwrocleristics of rile Subject 

f'rOJM"/y nf (I Real rmpeNy Approisal Assi"gnmenl. 

USPAP?,OI42015 Edition 
©The Appraisal Foundation 
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STANDARD l 

(l) 

(g) 

(h) 

(v) whether the subject property is u fractional interest, phy~dcal ~·cgment, or partial 
holding; 

,Comm~.nt on _(iL{yj: The information used by an appraiser to identify the property 
characteristics must bu from sources the apprfliser reasonably believes are reliable. 

An appraiser may usc any combination of a property inspection and documents, such us a 
physical legal description, address, mop reference, copy of fl survey or map, property ske(ch, 
or photographs, to identify the relcv[lnt characLeristics of the subject properly. 

When appraising proposed improvements, an appraiser must cxamit1e and have available for 
future examinntion, plans, specifications, or other docum~ntation sufficient to identify the 
extent and character of the proposed improvements, 11 

ldenlif.icalion of the real property interest ~1ppraiscd can be based on a review of copies 01" 

summaries of title descriptions or other documents that set fOrth any known encumbrances. 

An appraiser is not required to vah1e the whole when the subject of the appmisa\ is a 
fractional interest, a physical segment, or a partial holding. 

identify any cxtrnordina.-y assumptions necessary in the assignment; 

.Comment: An extn1.ordinnry assumption may be used in an assignment only if: 

• it is required to properly develop credlble opinions and conclusions; 
• the appraiser has a reasonable basis for the extraordinary assumption; 
• usc of the extraordinary assumption results in a credible analysis; <il)d 

the appralser complies with the disclo:-;ure req~lircmetlts set forlh in USPAP for 
extraordinary assumplions. 

identify any hypothetical conditions necessary in the as~·ignmcnt; and 

ConJmfDl: A hypothetical condition may be used in an (l.ssignment only if: 

• usc of the hypotheticfl.l condition is clearly required for legal purposes, for ptlrposes of 
reasonable anfllysis, or for purposes of comparison; 

" use ofthe hypothetical condition results in a credible analysis; and 
" the ,appraiser complies with the disclosure requirements set forth in USPAP fUr 

hypothetical conditions. 

de~ ermine the scope of \VOrk necessary to produce cri.ldible assignment results in u~:cordance with 
the SCOPE OF WORK RULE." 

Slan<lards Rule 1-3 

When nec-~ssary for credible assignment rcsult~o· in developing a market value opinion, an appraiser must: 

11 S(.::e Advitwry Opinion 17, AppnJisols of Reo/ Property 1\'Jiil Proposed Jmprovemen/s. 
17 Sec: Advi~ory Opinion 2!1, s~·op~ of Work Decisim1, Pr!lfo!·nwncl!, und Disc/o~Ne, and Advi~ory Opinion 29, :1n Accepwble Scope of 

Work. 
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lllil 578 -- 579 
580 

!"!ii!t 
581 

5R?. 
583 

584 

585 

586 

587 

588 

589 

590 
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599 
600 

601 

602 
603 
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605 

606 

(a) identify and nnalyze the effect on usc and value of existing land usc regulatiom, reasonably 
probable modiflc~tions of such land m·e regulations, economic supply and demand, tbc physical 
adaptabUity ofthe real estate., and market area trends; and 

Conmxn.J: An appraiser nwst avoid making an unsupported assumption or premise about 
market area trends, effective age, a11d remaining life. 

(h) develop an opinion Qf the highest and best: use of the real estate, 

(;oml})~DS: An appr(liser must analyze the relevant legal, physical, and economic ii-lctors to the 
cx.tcnl necessary to suppol't the appraiser's bighcsl and be-<>t use conclusion(s). 

StandMds Rule 1-4 

In developing a real property appraisal1 un appraiser must coH<~ct, verify~ and analyze all information 
necessary for credible assignment results. 

(a) When a .'>ales c-omparison approach is necessm·y for credible as~dgnmcnt r\.lsults, an apprai~;cr 
must 1Hlaly1,e such comparable sales data as are available to indicate a value conclusion. 

{b) ·when a cost approach is necessary for credible assignment results, n.n appraiset· must: 

(i) develop an opinion of site value by an appropriate appraisal nu:thod or technique; 

(U) annlyze such cornpnrab\e cost data as are available to estimate the cost new of the 
improvements (if any); ;tnd 

(iii) rmalyze such comparable data as are avallable to estlmate the difference between the 
cost nl~W and the present worth of thl' improvements (ac:cnted depreciation). 

(c) \Vhen an income nppronch is necessary fOl' credible assignment results) an l\pprlliscr nm~t; 

(d) 

(i) analy'le such comparable t·ental datu us are available :tnd/or 1he potential earnings 
capacity of the prop-erty to estimate the gl'oss income potential of the property; 

(ii) analyze s11Ch comparable operating expense data as are available to estimate tlte 
()pcrating expenses of tho property; 

(iii) analyze such comparable data as are available to estimate rates of capitalization und/or 
ratos of discount; .and 

(iv) base projections of future rent and/or income JlOtcntial and expenses on rensonably clear 
:mrl approprinte c:viclcnce. 13 

-CD .. JTI111~1Jl In developing income and cxpem.:e statements and cush f]ow projections, 
an appraiser must weigh his\orical information and trends, c.urrent supply and 
demand factors affecting stlch trends, at1d anticipnted events such tts competition 
from developments under construction. 

When developing fHl opinion of the vatue of a lensed fee estate or a leasehold e!l'tate, an appraiser 
must analyze the effect on value1 if any, of the terms and conditions tJf the lease(s). 

nsee Staten.e11t on Appr<~i5nl StmH.lards No.2, Disco11nted Cash Flow An(l/y.s1:1·. 
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949 

950 

951 

95?. 

953 

954 

955 

956 

957 

958 

STANDARD 3 

(g) 

(h) 

~;ommelli: An extraordinary assumption may be used in a review assignment only if: 

• it i.s rcquil'ed to properly develop credible opinions and conclusions; 
• the revi~wer has a reasonnblc basis for the extraordinary assumption; 
v- usc of the extraordinary assumption results in a credible analysis; and 
o. tho 1·eviewer complies with the disclosure requircmems scr forth in USPAP for 

extraordinmy assumptions. 

identify any hypothetical conditions necessary in the review assignment; and 

~Q!UJn.ent: A hypothetical condition may be UBed in a review assignment only if: 

use of th0 hypothetical condition is clearly requircc1 for legal purposes, fOr purposes of 
reasonable analysi~, or for ptlrpOsts of comparison; 

., use of the hypothetical condition n~sults in a credible analysis; and 
e the reviewer complies with th0 disclosure requirement..c: set forth in USPAP for 

hypotheti'i.-·al condition<>, 

determine the scope of work necessary to produce Cl'edible nssignment results in Hccordance with 
the SCOPE OF WORK RULE. 

959 Com!U~!l!: Reviewer:.' have broad flexibility and significant responsibility in detennining the 
960 flppropriate scope of work in an appraisal review RSsignmenL 

961 Information that should have been considered by the origin at appraiser can be used by the 
962 reviewer in developing an opinion as to the quality of the work under revi~;:w. 

963 Information that was not available to the original appraiser in the normal course of business 
964 may tilso be used by the reviewer; however, the reviewe-r tnust not use such information ln the 
965 reviewer's development of an opinion as to the quality of the work under review. 

966 St:mdards Rule 3-3 

%7 fn developing an llppraisal review, a rcvit•.wer mus1 apply the 01ppraisal review methods and techniques 
968 that arc necessary for credible assignment results, 

969 
970 

971 

972 

97] 

97<! 

975 

976 

977 

97!! 

979 

9SO 

(a) 

(b) 

U-30 

When necessary for credible assignment results in the review of analyses, opinion8~ nnd 
conclusions, the reviewllr must: 

(I) 

(ii) 

(Iii) 

develop an opinion as to whether the analylles are appropriate within the context of the 
requirements applicable to that work; 

develop an opinion as to whether the opinions and conclusions are credible within the 
cnntext of the requirements applicable to that work; Hntl 

develop the reasons for any disagre<lment. 

ConungJll: Consistent with the reviewer's scope of work, the reviewer is required to develop 
an opinion as to the completeness, accuracy, adequacy) relevance, and reasonableness of th0 
analy~is in the work under review, given law, regulations, or intended user requirements 
applicable to the work under review. 

When necessary for erodible assignment results ln the review of a report, the reviewe-r must: 
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(c) 

(i) 

(ii) 

STANDARD 3 
--·····--······ 

develop an opinion as to whether the report is appropri<lft' ancl not misleading wlthin the 
eon text of the reqnirennmts applicable to that work; and 

de-velop the reasons for any disagreement. 

.CQ.mment: ConsistGnt with the reviewer's scope of work, the rc-:viewer is required to develop 
un opinimt as to the completeness, ~ccuracy, adequ<~cy, relevance, and reat;onabicncss of the 
report, given law, regulations, or intended user requirements app!ic<:~ble to that work. 

When the scope of work includes the reviewer develophlg his ot· her own opinion of v:llue or 
review opinion, the reviewer must comply with the Standard applicable to the development of 
that opinion. 

(i) 

(ii) 

The requirements of STANDARDS 11 6, 7, and 9 apply to the reviewer's opinion of value 
for the property that is the- subject of the appntisal re·vicw assignment. 

The requirements of STANDARD J apply to the reviewer's opinion of qm\lily for the 
work that is the subJect of(hc appraisal rc,•icw assignment. 

Commen .. r These requirements apply to: 

The reviewer's own opinion of value when the subject of the review is the product of an 
appraisal assignrncnl; or 
The reviewer's own opinion regarding the work reviewed by another when the subject of 
th~,;. review is the product of an apprnisa\ review assignment. 

These requirements apply whether the reviewer's awn opinion: 

• concurs with the opinions and conclusions in the work under review: or 
• differs frorn the opinion and conclusions in the work under review, 

When the appraisal review scope of work includes the reviewer developing his or her own 
opinion of value or review opinion, the following apply: 

• The reviewer's scope of work in developing his or her own opinion of value or .review 
opinion may be different from that of the work under review. 

~ The effective date of lhc appraisal or appraisal review may be the same or different from 
the effective date of the work under review. 

" The reviewer i.s not required to replicate the steps completed by the original appraiser. 
Those items in the work under review that the reviewer concludes are credible can be 
extended to the reviewer's development process on the basis of an t:xtraordinary 
assmnption. Those items not deemed to be credible must be replaced with information or 
analysis developed in conformance with STANDARD 1, 3, 6, 7, or 9, as npplicable, to 
produce credible assignment results. 

Standards Rule 3-4 

Kach written or oral Appraisal Review Report must be separate from the worl\ under review and must: 

(a) 

(b) 

(c) 

dl:'lll'ly and .accurfltely set forth the llppraisal review in a manner that will not be misleading; 

cor\tain Sllfficicnt information to enable the Intended users of the appraisaL review to undcrsbmd 
the report propcrlyi and 

clearly and acr.urately disclose rdl assurnptionsj extraordinary assumptions1 Hnd hypothetical 
conditions used in the assignment. 
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STANDARD :l 

Commei)!: The report must provide sufficient infm111ation to enable the client and intended users lo 
Lmde.rstnnd the rationflle for the reviewer's opinions and conclusions. 

(i) when the scope of work includes the rcviewcr 1N development of an opinion of vnlue or rcvicv.· 
opinion related to the worl~ under rcview1 the l'eviewer must: 

(i) state whkh informntion1 analyses 1 opini.ons 1 and conclusions in the work undc·.r revh~w 
that the reviewer acc~pted llb: credible and used in dcv('.loping the reviewer's opinion and 
concl11sions; 

(ii) at a minimum, summarize any ~dditional information relied on and the reasoning for 
the reviewer's opinion of value or review opinion related to the work under revlewi 

(iii) clt'.arly and conspicuously: 

stflte all extraonlinary assumptions and hypothe.tical conditions connected with the 
reviewer's opinion of value or review opinion related to tlHl work under revil~Wj rmd 

state that thelr usc might ho.vc affected the assignment results. 

(;._ornmc.nl': The reviewer may include hi;) or her own opinion of value or review opinion 
rdated to the work under rev lew within the appraisal review repOii itself wilhout preparing a 
separate report. However, data tmd analyses provided by the re-vi0wer to snppon a different 
opinion or conclusion must match, at a minimum, except for the certification requirements, 
the reporting requirements for <1n: 

• Appraisal Report for a real property appraisal (Standards Rule 2-2(a)); 
• Appraisal Rcporl for a persona! property llpprai.-;a\ (Standards Rule 8-2(a)); 
~ Appraisal Review Report for an appraisal review (Standards Rule 3-5); 

Mass Appraisal Report for mass appwisal (Stancl(lrds Rule 6~8); and 
• Appraisal Report for business appraisal (Standards R\lle l0~2(a)). 

Standards Ruie 3-6 

Each written A ppruisal Review Report must contAin a signed certification tlwt is simHar in content to the 
following form; 

I certify that, to the best of my knowledge and belief; 

the statements of fact contained in this report are true and correct. 
the reported analyses, opinions, and conclusions al'e limited only by the reported 
assumptions and limiting conditions nnd an. my personnl, imparti;ll, and nnbi;lsed 
professional analyses, opinions, and conclusions. 
f hav(•. 1\U (or the S{H~cifled) prel'Cilt Or prospective interest in the property that iS tlH.' 
subject of the wot'k under review and no (or the specified) personal interest with 
respect to the parties involved, 
1 htwe performed no (or tlte specified) services, as an appraiser or in any other capacity, 
regarding the property that is the subject of the vmrk. under rev lew within the three
year period immediately preceding acceptance of this ~ssignmen t, 
1 have no bias with respect to the property that is the subject of the work under review 
or to the pHties involved with this assignment. 
my engagement in this assignment was not contingent upon developing or reporting 
predetermined results. 
my compensation is nol contingent' on an act"ion or event resulting from the analyses, 
opinions, or condusions in this review or l"rom its use. 
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STANDARD 3 

my comptmsation for completing this assignment is not conHngent upon the 
development {It' reporting of preclet<::nnined assignment nsults or msignment results 
that favors lhe c.ause of the client, the attainment of a stipulated result, or the 
occurrence of a subsequent event directly related to the intended use of this appraisal 
review. 
my analyses, opinions, and conclusions were developed and this review report was 
prep:-tn.'d in conformity with the UnijfJrm Standards<~( Professional Appmisal Practice. 
I have (or have not) made a personal inspection of the subject of the worl' undc1· 
rcvic.w. (If more than one persou signs this cert.iflcation, the certification mm·t deal'ly 
specify which individuuJs did and which individuab- did not make n personal 
inspection of the subject of the work under revil~w.) (For reviews of a business or 
tntungible asset appraisal assignment, the inspection portion of the certification is not 
applicable.) 
no one pr(Jvidcd significant appraisal or appraisal review assistance to the person 
signing this ccrtificatiou. (If there are exceptions, the name of each individual(s) 
providing appraisal or Appraisal review assistance must be staled.) 

,Con11nenl: A signed cerlificRtion is an integral part of the Appraisal Review Report. A 
reviewer who signs any part of the appraisal review report, including a letter of transmittal, 
r:nust also sign the certification. 

ll?.O Any reviewer who signs a certification accepts responsibility for all clements of the 
tl2l certification, for the assignment results, Rnd for the contents of the Appraisal Review Report. 

1122 Appraisal review is distinctly different from the cosigning activity addressed in Standards 
1!23 Rule&· 2-3, 6-9, 8-3, and 10-3. To avoid confusion between these activities, a reviewer 
\ J7.<l performing an appraisal review must not sign the work under review unless he or she intends 
1125 to accept responsibility as a cosigner of that work. 

ll2G When a signing appraiser has relied on work done by appraisers and others who do not sign 
1127 the certification, the signing nppraiser is responsible for the decision lo rely on thch work. 
1128 The signing nppraise-r is required to have a reasonable basis for believing that those 
1129 individuals perfonning the work are competent. The signing appraiser also must have no 
1130 reason to doubt that the work of those individuals is credible. 

1! J 1 The names of individuals providing significant appraisal or appraisal revil1W assistance who 
1137. do not sign a certiftcalion must be stated in the certification. Il is not r(jquired tbut the 
1133 description of their assistance be contained in the certification, but disclosure of their 
1!14 ussistnnce 'is required in accordance with Standards Rule 3~5(g). 

J 13:, §tandards Rule,3~7 

1 D6 To the extent that H is both possible and appropri11te, an Ol'al Appraisal H.evicw Report mu!Jt address the 
1137 substantive miltters set forlh in Standards Rule 3~5. 

1138 .C:J?JJ}_l)len1: See the- RECORD KEEPlNG RULE for corresponding requirements. 
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50 I USPAP: Applying the Standards 

necessary to develop credible appraisal review opinions. Othe1wise, he or she is in violation of the 
Competency Rule. 

Third, if the review appraiser undertakes to "redo" the appraisal to fit his or her conclusions, then 
the review appraiser may find that he or she now is govemed by either Standard 1 or Standard 2. If such 
is the case, then the review appraiser would have to be in compliance with Standards 1 and 2. 

Finally, if the appraisal review report is misleading or fraudulent, the review appraiser is in 
violation of the Ethics Rule. All four sections of the Ethics Rule extend to review appraisal work. 

Standard 3 is a free standing standard Unlike the appraisal of real property (Standards 1 and 2) 
or personal propetiy(Standards 4 and 5), the process of review appraisal assignments and the reporting of 
those results are both contained in a single standard. 

Standards Rule 3-1 (Binding Requirement) 

In developing an appraisal review, the reviewer must: 

(a) identify the reviewer's client and intended users, the intended nse of the reviewer's 
opinions ami conclusions and the purpose of the review assignment; 

(b) identify the: 
(i) subject of tlre appraisal review assignment, 
(ii) date of the review; 
(iii) property and ownel'Ship interest appraised (if any) in the work under review, 
(iv) date of the work under review and tire effective date of tite opinion in the 

work under review, and 
(v) appraise1·(s) who completed the work nuder review, unless tire identify was 

withheld; 

(c) identify the scope of work to be performed; 

(d) develop an opinion as to the completeness of the material under review within the 
scope of work applicable in tire assignment; 

(e) develop an opinion as to the apparent adequacy and relevance of the data and the 
propriety of any adjustments to tire data; 

(f) develop an opinion as to tire appropriateness of the appraisal methods and techniques 
used and develop the reasons for any disagreement; 


