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August 31, 2006

Easement Program Division

Natural Resourcas Conservation Sarvice

United States Departrnent of Agriculiure

1400 Independence Avenue, SW., Room 6819-S
Washington, DC 20250-1400

” To Whom It May Concarn:

Thank you for the opportunity to comment on the Interfm Final Rule on the Farm and Ranch Lands
Protection Program, published July 27, 2008 in the Federal Regislter. On bshalf of the more than 25,000
membsrs of cur professlonal appralsal organizations, we offer sur support for the geperal thrust of the
amended appraisal policies of the Natural Resources Consarvation Service and some suggestions on
how they can be made mare consistent with generally accepted valuation principles.

We see three significant valuation amendments in the Interim Final Rule:

+ The NRCS is amending its definition of fair market value to mean the valua of the landowner's
whole property before the easement, and the value of the landowner's whole property after the
easemeant,

« The agency is also requiring that appraisals to be performed by State-certified genaral
appraisers, as apposed to the current requirements, which allow State-licensed appraisers to
perform appraisals.

«  Finally, tha Interim Final Rule amends current regulations to require that appraisals conform to
both the Uniform Standards of Professional Appraisal Practices (USPAP} and the Uniform
Appraisal Standards for Federal Land Acquisitions (Yallow Book) and any Supplemental
Standards issued by NRCS.

Please find our recommendations below.

Eair Market Value
The preexisting NRCS definition of market value provides for the value of the whole property before the

easement as compared to the remainder property after the easement. As the Interim Final Ruls peints
out, this requirement fails to consider the value of the adjaceni land to tha remainder property. We
believe this definition is also inconsistent with the appraisal guidelines found in the Uniform Appraisal
Standards for Federal Land Acquisitians, and we support amending this definition.

However, the proposed definition of market value provided by the NRCS atfempts to mandate before and
aftar procedures for valulng propsrty sncumbered by an sasemant. We find this new definition to be
cumbersome, and frankly unnecessary, as the Yellow Book alfeady provides a well-established definition

of markat valus',

1 .
"Market valua is tha amount In cash, oF an terma reasonably equlvalant to cash, for which In all probablfity the properly would have sold on the
affactiva date of the appralzal, after 4 rensonable exposuns ¥ma on the opan compatitive market, from a willing and reasonably knowladgeable selier
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Instead, we recommend tha Final Rule to reference or require adherence to the Yellow Book definition of
market value. Fram there, appraisers will rely on Section B-20 of the Yellow Book entitled, *Easements®,
which outlines the before and after methodology for valuing easements or other acquisitions, providing
distinctions betwesn real property and psisonal property and referencing current apgraisal terminclagy.

Appralser Requirerments
The NRCS Interim Final Rule requires appraisals to be parformed by State-certified generai appraisers,

as oppased to the current requirements, which require merely a State-licensed appraliser. We agree that
conservation easement appraisals are complex and inappropriate for state licensed appraisers, who
have only limited education and exgetience, particularly with the income approach or the application of
the Yellow Boak. Further, we note that on August 4, 2008 the tinited States Congress enacted
tegislation (H R 4, the Pension Protection Act) which includes an enhanced definition of “qualified
appraiser” to perfarm appraisals for tax purposes on lands donated as conservation easements. The
new definition recognizes appralsers who have sarned an appraisal designation from a recognized

professional appraiser organization.

With this, wa balleve the NRCS would also banafit by racogrizing appralsers who have obtained
desighations from professional appraisal organizations like the Appraisal Institute, the American Society
of Appraisers and the American Society of Farm Managers and Rural Appraisers. Designated appralsers
gaherally have more education and experience than non-designated appraisers. Goupled with new
tachnical requirements, such as completion of education on the Yellow Book, eminent demain and
conservation, we believe requirements to be professionally designated or state certified general would
greatly increase the quality of appraisals, and competency level of appraisers, performing appraisal work

for the NRCS.

Additionally, with regard to the income approach, the Interim Final Rule states: "Conservation sasement
appraisals are complex because they involve using an income approach in calculating the value of the
éasement, etc.” Based on this sentence it appears that the income approach is ysed solely in valuing
easements, which is not the case. The ihcome approach may be the best approach in some
circumstances, but other approaches fike the sales compatison or cost approach may be more
appropriate.  We agree these are complex assignments and for this reason we support elevated
appraiser qualification requirements. But we believe the comments refative to ths income approach
should be removed entirely and allow the appraiser to use whichever valuation approaches are

appropriate for the circumstance.

Appraisal Standards
Finally, the Intedim Rute amends cuirrent regulaiions o require that appraisals conform to both the

Uniform Standards of Professional Appraisal Practices {USPAP) and the Unifarm Appraisal Standards
for Federal Land Acquisitions (UASFLA) and any Supplements! Standards issued by NRCS. Wae balieve
USPAP and the Yellow Book o he cemplementary and this policy to be consistent with other Federal

to g willlng and reasonably knowledgsable buyer, with nalthar acting under any campidsion 1 buy ar gell, giving dua considaration to all avallable
wvconomle uzes of the propary af tha tima of tha sppralzal” Uniferm Appralzgl $tandards for Federal Land Acquizilens, 2000,
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agencies. Howsver, we bslisve the language in Paragraph 4 under "Appraisal” cauld ba improved by
stating, "Requiring the use of both USPAP and UASFLA is simply stating that appraisals should ba

completed in accordance with the professional standards for Federal appraisals”,

Thank you far the oppartunity to comment on the Interim Final Rule. We lock forward to working with the
NRCS as it implements its Final Rule. Shauld vou have any questions or need assistance, please
conlact Don Kelly, Vice President of Public Affairs, Appraisal Institute, 202-298-5583,

dkelly@appraisalinstitute.arg, Steve Runyan, Prasident Elect, American Society of Farm Managers and
Rural Appralsers, (661) 587-7200, srunvan@bal.rr.com, or Richard Gilrmore, Govarnmant Relations

Chair, American Soclety of Appralsers, at (413) 821-0211, rglimors@cobank.com,

Sincersaly,

Appraisal Institute
American Society of Appraisers
American Society of Farm Managers and Rural Appraisers



