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January 16, 2025 

 

Community First Bank 

6401 West Clearwater Avenue  

Kennewick, WA 99336 

  

  

  

  

 

RE: 2-Story Office 

 8112 and 8131 W. Grandridge Blvd. 

 Kennewick, Washington 99336 

 

Colliers File #: SEA240669  

Client File #: 241218108 
 

This appraisal report satisfies the scope of work and requirements agreed upon by Community First Bank and 

Colliers International Valuation & Advisory Services. At the request of the client, this appraisal is presented in an 

Appraisal Report format as defined by USPAP Standards Rule 2-2(a). Our appraisal format provides a summary 

description of the appraisal process, subject and market data and valuation analyses. 

The purpose of this appraisal is to develop opinions of the As-Is Market Value and Prospective Value Upon 

Stabilization of the subject property’s fee simple interest. The following table conveys the final opinions of market 

value of the subject property that are developed within this appraisal report: 

 

The subject includes a 2-story professional office building totaling 17,818 SF of NRA located on a 1.5 acre site 

at 8131 W. Grandridge Blvd. in Kennewick, Washington. The improvements were built in 2002, are in good 

condition and have a remaining economic life of 35 years based on our estimate. This improved portion of the 

subject is referred to as the Building on the Economic Site parcel. 

The property also includes a second parcel with 0.35 acres, which is contiguous and unimproved. This parcel 

has an address of 8112 W. Grandridge Blvd. and is valued as Excess Land. As requested by the client, the 

Excess Land value is shown separately above, and the total As Is and Prospective Values are shown at the 

bottom of the above chart. The Excess Land is independently marketable and could be sold with or without the 

Building on the Economic Site parcel. 

VALUE TYPE COMPONENT INTEREST DATE OF VALUE VALUE

As-Is Market Value Bldg on Econ. Site (8131) Fee Simple January 2, 2025 $3,750,000

Prospective Value Upon Stabilization Bldg on Econ. Site (8131) Fee Simple February 1, 2026 $4,090,000

OTHER CONCLUSIONS

As-Is Market Value Excess Land (8112) Fee Simple January 2, 2025 $210,000

TOTAL VALUE

As-Is Market Value Bldg on Econ. Site + Excess Land Fee Simple January 2, 2025 $3,960,000

Prospective Value Upon Stabilization Bldg on Econ. Site + Excess Land Fee Simple February 1, 2026 $4,300,000















































































































































































MountainSeed Appraisal Management, LLC
2100 Powers Ferry Road SE, Suite 410

Atlanta, GA 30339

404−973−2568

REQUEST FORM
COMPANY: Community First Bank − Kennewick, WA

State Registration Number: 3000177

File Information
File ID: 241218108 Due Date: 1/8/2025

Loan Number: NA

Vendor Information
Loan Type: Extension/Modification Vendor: (NBP) Nell, Bruce

(Appraiser Mgr)
Form: Appraisal Report (Narrative format)

Service Fee: $5000.00 Interest Valued: Fee Simple
Real Estate Valued: Land and Improvements Effective Date of

Valuation:
Value As Is

Other Intended Users:
USDA: No

SBA: No

Client Information
Client: Community First Bank − Kennewick,

WA
Borrower: Community First

Bancorporation Inc
Address: 6401 W Clearwater Ave Co−Borrower:

Kennewick, WA 99336
Company Name: Community First

Bancorporation Inc

Subject Property
Address: 8131 W Grandridge Blvd Intended Use: Establish Value

Kennewick, WA 99336 Product Category: OREO/Foreclosure
County: Benton Map: Map Link

Property Type: OO Office
Property Tax ID: 8131 W Grandridge Blvd parcel 131994BP4552001

8112 W Grandridge Blvd parcel 131994BP4552003
Description: APPRAISERS: PLEASE PROVIDE FEES FOR BOTH STANDARD AND RUSH

TURNAROUND TIMES. YOUR FEE AND TURNAROUND TIME FOR A RUSH BID CAN
BE PLACED IN THE APPRAISERS BID NOTES. THANK YOU.

**ASSIGNMENT CONDITION: This order is for ONE report only. Multiple reports for this
order are not permitted. Contact MountainSeed immediately if you determine multiple
reports are needed or have questions on how to complete this as one report.**



FFAny allocation of the FFEand real property values must be listed separately within the
report.

Please provide an aggregate combined value for the parcels.
Are there issues that the financial institution knows about that could impact value? No

Property Contact Information
Contact Person: Eric Pearson Work Phone:

Cell Phone: 509−222−2258 Home Phone:
Contact Email

Address:
epearson@community1st.com

Note: This request form is not transferable to another vendor and/or appraiser. If the vendor and/or
appraiser named on this request is unable to complete this assignment, please contact
MountainSeed AMC at 404−973−2568. All vendors and/or appraiser are approved on an individual
basis and if this assignment is completed by another vendor and/or appraiser, MountainSeed AMC
will not be liable for any related service fees.



Date: 12/23/2024

Appraisal Company: (NBP) Colliers International (Comm Apprls)
Appraisal Co Address: 8800 Lyra Dr, Ste 650

COLUMBUS, OH 00001

Regarding: 8131 W Grandridge Blvd Kennewick, WA 99336

Dear: Bruce (Appraiser Mgr) (NBP) Nell

This letter (this""Engagement Letter"") confirms your engagement to prepare an appraisal of the property
described below in compliance with the terms and conditions set forth below.

Basic Information
Property to Be
Appraised:

8131 W Grandridge Blvd Kennewick, WA 99336

Property Description: APPRAISERS: PLEASE PROVIDE FEES FOR BOTH STANDARD AND RUSH
TURNAROUND TIMES. YOUR FEE AND TURNAROUND TIME FOR A RUSH BID
CAN BE PLACED IN THE APPRAISERS BID NOTES. THANK YOU.

**ASSIGNMENT CONDITION: This order is for ONE report only. Multiple reports for
this order are not permitted. Contact MountainSeed immediately if you determine
multiple reports are needed or have questions on how to complete this as one
report.**

FFAny allocation of the FFEand real property values must be listed separately within
the report.

Please provide an aggregate combined value for the parcels.

Interest in the
Property to be
Appraised:

Fee Simple

Client: Community First Bank − Kennewick, WA

Intended User: Financial Institution

Borrower (if
Applicable):

Community First Bancorporation Inc

Property Owner
Contact Name:

Eric Pearson



Property Owner
Phone:

Appraisal
Management
Company:

MountainSeed Appraisal Management, LLC

Valuation
Methodology to Be
Used:

Value As Is

Appraisal Form to Be
Used:

Appraisal Report (Narrative format)

Fee: $5000.00

Due Date: 1/8/2025

Addressee: Your Appraisal Report should be addressed to the Financial Institution.

Revised 5.6.24

I.                 INSTRUCTIONS

a. Purpose of the Assignment
 The purpose of the assignment is to develop and report an informed and independent opinion of the Market
Value of the Subject Property.

b. Intended Use
 The report you prepare is intended to be used by the Financial Institution as an aid in underwriting a loan,
loan modification or loan extension; classification or monitoring of a loan; and/or the disposition or
monitoring of REO or loan collateral, which may constitute a federally−related real estate transaction for
purposes of applicable federal appraisal regulations.  The Financial Institution may, without your prior
authorization or a notice to you, provide your report to other parties for their use, including without limitation
in lending−related activities.

c. Acceptance of the Assignment
You must accept or decline this assignment within one (1) business day.

d. Web Portal
The Financial Institution (Client) has engaged MountainSeed Appraisal Management, LLC (MountainSeed)
to provide certain appraisal management company services to the Financial Institution. The Client has
appointed MountainSeed as the Clients agent for purposes of engaging you on behalf of the Client in
accordance with this Engagement Letter. Accordingly, you must direct communications about this appraisal
assignment to MountainSeed through the web−based software system with which you registered prior to
receiving this assignment (the Web Portal).  If you have an issue with the Web Portal, please contact
MountainSeed by phone (404) 973−2568 or email (info@mountainseed.com).

You agree to consistently monitor the Web Portal for updates and correspondence from MountainSeed.



You agree to respond to all communications from MountainSeed within one (1) business day, and
you agree to comply with the other timing and delivery requirements set forth below.  Failure to respond to
communications from MountainSeed regarding this appraisal assignment, or failure to meet any of the other
timing and delivery requirements, may result in the work being reassigned to another appraiser.  You
understand that the Financial Institution reserves the right to withhold payment in the event the assignment
is reassigned due to your failure to meet timing and delivery requirements.

e. Requirement to Decline the Assignment or Stop Work
You must decline this assignment if you are not geographically competent, the assignment falls outside of
your scope of practice restrictions, or you know of any reason you would not be able to provide an unbiased
and independent professional judgment as to the Market Value of the Subject Property. Furthermore, you
must stop work and immediately notify MountainSeed if you later determine that you are not qualified to
complete the assignment. You acknowledge that you have received a copy of MountainSeeds Appraiser
Independence Policy (AP0001) (the Appraiser Independence Policy), which is incorporated into this
Engagement Letter by this reference.  If you believe that a violation of the Appraiser Independence
Policy has occurred, or any applicable conflict of interest or independence requirements (such as
attempts by others to influence or coerce) have been compromised in any way, you will immediately
stop work and contact MountainSeeds compliance hotline at 1−877−848−4914.

f. Requirements for Completion of the Assignment

                                                     i.     Inspection
Immediately, but in no event less than two (2) business days, following your acceptance of this
assignment, you should contact the property contact to schedule an inspection.  If you are unable to reach
the property contact, please notify MountainSeed immediately.  As soon as the inspection date has been
set, you should change the order status in the Web Portal to "Appt. Set" and add the date and time of the
appointment in the appropriate section of the order.

                                                    ii.     Property Information
The description of the Subject Property and any other information provided to you by MountainSeed or
Financial Institution is provided on an As−Is, Where−Is basis with no representation or warranty
whatsoever.

If at any time you discover a material discrepancy or insufficiency in the description of the Subject Property
or other information provided to you that necessitates a change in the scope of the work, your fee or the
Due Date, you must notify MountainSeed within one (1) business day of such discovery (and in any event
prior to the Due Date and your delivery of the Appraisal) and the parties will work together to agree upon a
mutually satisfactory amendment to this Engagement Letter to memorialize any such necessary changes.

                                                   iii.     Uniform Standard
In performing the assignment, you and your work product must conform to generally accepted appraisal
standards as evidenced by the Uniform Standards of Professional Appraisal Practice (USPAP) promulgated
by the Appraisal Standards Board of the Appraisal Foundation.

                                                  iv.     Additional Requirements
You and your work product must comply with the regulations, guidelines, and standards specified in the
MountainSeed General Guidelines for Financial Institutions, Commercial Appraisal Services (herein referred
to as the Additional Requirements).  You can access these guidelines via the following link:
https://mountainseed.com/mountainseed−commercial−guidelines

 By signing this engagement letter, you acknowledge that you have received a copy of these Guidelines.

While you must comply, and must ensure that your work product complies, with those provisions in the
respective federal laws and regulations that are applicable to you and your performance of this assignment,



this Engagement Letter does not require you to guaranty compliance with portions of those federal laws and
regulations that do not apply to your performance of this assignment or over which you have no control
whatsoever. However, you must be knowledgeable about and comply with any provisions of the laws,
regulations, and guidelines discussed above that apply to your work. For example, you must comply with
the requirement to provide an As Is Market Value for assignments involving federally related transactions.
This requirement applies to all assignments, including those involving new construction or for properties
undergoing renovation. Please remember that under USPAPs Scope of Work Rule, assignment conditions
include laws and regulations. You may also wish to refer to USPAP Advisory Opinion 30, Appraisals for Use
by a Federally Regulated Financial Institution.

                                                   v.     Nondiscrimination

The Fair Housing Act, Equal Credit Opportunity Act, and other federal, state, and local laws and regulations
broadly prohibit discrimination in real estate, appraisal and lending services based on legally protected
characteristics. These protected characteristics, depending on the applicable law or regulation, may include
race, color, religion, sex, sexual orientation, gender identity, age, marital status, disability, familial status,
exercise of any federally protected civil right, receipt of income derived from any public assistance program,
birthplaces of residents of the property or in the neighborhood, national origin of the prospective owners or
occupants of the subject property or of the present owners or occupants of the properties in the vicinity of
the subject property.

In accepting this assignment, you acknowledge the importance of these protections against discrimination
and agree that your performance of the assignment, including without limitation your development and
reporting of the appraisal and your interactions with all persons, will not be based in part or in whole on
information involving any legally protected characteristics, regardless of your intention, unless expressly
permitted by law. You agree that you and persons acting under your direction or control are knowledgeable
of and will abide by all applicable federal, state, and local laws and regulations governing
nondiscrimination. 

1.             Specifically Prohibited/Unacceptable Practices

To avoid discrimination, or a suggestion of discrimination, by you or by other parties who may utilize or rely
on your appraisal, you agree that you will not:

a)            Act with bias or otherwise discriminate against or treat differently any individual or group based on
a protected characteristic.

b)            Consider, discuss, or refer to any protected characteristic of any party or with regard to the
neighborhood or community within which the subject property is located in your appraisal development
and/or report or in communications with other parties, including MountainSeed, unless expressly permitted
by law or regulation. 

c)             Use, rely on, consider, or discuss in any analysis, opinion or conclusion, any assumptions,
stereotypes, or generalizations related to protected characteristics (or nonprotected characteristics
intentionally used as a substitute for a protected characteristic).



d)            Employ terminology or veiled language as code words that may signal underlying bias, including
but not limited to desirable location/neighborhood, diverse, gentrified, pride of ownership, predominantly
White or Black or Hispanic neighborhood, services or amenities geared toward a protected class or using
generational descriptors such as Gen X, Millennial, or Boomer.

These specific unacceptable practices do not limit your responsibility to comply with all other discrimination
prohibitions in the applicable laws and regulations.

2.             Exceptions

In limited circumstances, applicable nondiscrimination laws and regulations may permit the consideration of
protected characteristics in the performance of an appraisal (e.g., the prohibition against discrimination
based on family may not be applicable to an appraisal of housing legally designated for older persons). If a
protected characteristic is considered under such a limited exception, that such consideration is required or
expressly permitted by law or regulation, the appraiser must conspicuously state in the report the protected
characteristic(s) considered and cite the law or regulation that requires or expressly permits consideration.

3.             Reporting of Concerns and Accusations

In the event that any party expresses a concern or makes any accusation regarding discrimination, you
agree that you will immediately notify MountainSeed and cooperate with MountainSeed in its investigation
and resolution of the matter.

                                                  vi.     State−Specific Requirements

1.      AMC Registration/License Number & Fee Disclosure
 Appraisals are expected to comply with any state−specific requirements regarding the disclosure of: (a)
MountainSeed's AMC registration or license number, as applicable; and/or (b) the fee paid for your services.
 Pursuant to state law, MountainSeed cannot prohibit the appraiser from disclosing the appraisal fee within
the appraisal report.  Furthermore, MountainSeed does not require the appraiser to disclose the AMC
registration/license number or appraisal fee within the appraisal report, however in the following states, you
should disclose the AMC registration and/or your fee within the body of the appraisal report.  (Note: This list
is provided for informational purposes only.  It is your responsibility to verify disclosure requirements with
the licensing board in the state where the subject property is located.)

State

Appraiser to Disclose in
Report 
 (AMC #, Fee, 
 or Both) 

Special Instructions

Alabama AMC #  Appraiser shall state fee paid to appraiser in
certification of report.

Arizona Fee
Appraiser shall state their fee in scope of work section of
report.

Colorado Fee None



Georgia Both None
Illinois Both See Assignments Involving Illinois Property

Kentucky Both
Appraiser to place AMC name, registration number and
fee paid to appraiser in report.

Louisiana Fee None
Montana AMC # None

Nevada Fee
Appraiser to state total paid to appraiser and total fee
retained by AMC. 

New Jersey Both None

New Mexico Fee
Appraiser to state total paid to appraiser and total fee
retained by AMC. 

Ohio Fee
Appraiser to state actual fees paid to the appraiser
within the body of the appraisal report.

Utah Fee
Appraiser to state total paid to appraiser and total fee
retained by AMC. 

Vermont Fee Appraiser to state fee paid to appraiser in report.

2.      Assignments Involving Illinois Property

 For appraisal assignments involving property located in the state of Illinois, you must comply with
the requirements of Illinois law and the Illinois Administrative Code.  Illinois has established state
law governing appraisal assignments in which an AMC is involved.  You must comply with Illinois
law, including the provisions of Illinois Administrative Code Section 1455.250.  

a. Client(s) & Intended User(s)
MountainSeed is an appraisal management company (AMC) and is engaging you on the Financial
Institutions behalf, acting as the Financial Institutions agent. As the Financial Institution is engaging you
through MountainSeed (an agent), the Financial Institution is also a client. Accordingly, notwithstanding any
provision to the contrary contained in this Engagement Letter, you must identify MountainSeed as the
client and the Financial Institution as the intended user in the appraisal report.

b.  AMC Illinois Registration Number
 The appraiser shall prominently display the appraisal management company's Illinois registration number
(see top of this engagement letter) and expiration date as follows: "The appraisal management company's
Illinois registration number is 558.xxxxxx and it expires on (month/day/year)." 

 Verify current license number and expiration date
at:  https://online−dfpr.micropact.com/Lookup/LicenseLookup.aspx

c.   Fee Payment Statement

Per Illinois Administrative Code Section 1455.250, the appraiser shall prominently display the appropriate
statement as follows:

1)         An independent appraiser by employment or contract for a specific assignment, the appraiser shall
prominently display the appraisal fee received from the appraisal management company in the certification
as follows: "The compensation for this appraisal assignment is $_____."

2)         An employee appraiser for a specific assignment, the appraiser shall prominently display the
appraisal fee received from the appraisal management company in the certification as follows: "The



compensation for this appraisal assignment is $_____.

3)         An employee appraiser who receives a salary and does not receive a fee for the assignment, the
employee appraiser shall prominently display the following language: "The appraiser is a salaried employee
and received no appraisal fee for the assignment."

4)         An appraiser for a specific assignment, the appraiser shall prominently display the appraisal
management company's Illinois registration number and expiration date as follows: "The appraisal
management company's Illinois registration number is ________ and it expires on (month/day/year)."

d. To our knowledge, the owner of the property under appraisement has not been advised that interior
images may be required under the assignment criteria.  It is advised that upon contact with the owner, you
notify them of any interior images that may be required.

                                                  vii.     Form−Specific Requirements

 1.        FHLMC Form 71A

If Form 71A is used, the appraiser must conspicuously state in an addendum that the pre−printed
definition of market value, contingent & limiting conditions, certification, and FHLMC Form 461
(lease analysis) referenced on Form 71A are outdated and are not incorporated in the report.  (See
71A Addendum Example below).

 At a minimum, the report must contain a current definition of market value, assumptions and limiting
conditions, and certifications that comply with the current USPAP.

 71A Addendum Example:

FORM 71A CONTAINS THE FOLLOWING PRE−PRINTED ELEMENTS THAT ARE OUTDATED AND
COMPROMISE COMPLIANCE WITH CURRENT STANDARDS AND GUIDELINES.  THESE
PRE−PRINTED ELEMENTS ARE NOT INCORPORATED IN THE REPORT.

Definition of Market Value Not current (c.1975) as printed on Form 71A and not consistent with the
current FIRREA definition. (See FIRREA Title XI § 323.2 Definitions. (h)  Market value)

1. 

Contingent & Limiting ConditionsNot current with USPAP as they contain assumptions that appear to
require explicit identification as Extraordinary Assumptions (e.g. assumptions regarding condition).
[See USPAP Standard 2−2 (a)(xiii)]

2. 

CertificationNot current or consistent with the current minimum certification required by USPAP.
(See USPAP Standard 2−3)

3. 

FHMLC Form 461 (Lease Analysis)Inadequate to meet current standards and requirements for
development and reporting.

4. 

THE APPRAISER HAS REPLACED THESE WITH ADDENDA AND ATTACHMENTS THAT COMPLY
WITH CURRENT STANDARDS AND GUIDELINES.

 2.         FHLMC Form 71B

 If a 71B is ordered, the appraiser must conspicuously state in an addendum that FHLMC 239
(certification and statement of limiting conditions, including definition of market value) and FHLMC



Form 461 (lease analysis) referenced on form 71B are outdated and are not incorporated in the
report. (See 71B Addendum Example below) 

 At a minimum, the report must contain a current definition of market value, assumptions and limiting
conditions, and certifications that comply with the current USPAP.

 71B Addendum Example:

FORM 71B CONTAINS PRE−PRINTED REFERENCES TO THE FOLLOWING FORMS THAT ARE
OUTDATED AND COMPROMISE COMPLIANCE WITH CURRENT STANDARDS AND GUIDELINES.
 THESE ELEMENTS ARE NOT INCORPORATED IN THE REPORT.

FHLMC 239Outdated due to:1. 

         a.  Definition of Market Value) Not current (c.1975) and not consistent with the current FIRREA
definition. (See FIRREA Title XI § 323.2 Definitions. (h)  Market value)

         b. Contingent & Limiting ConditionsNot current with USPAP as they contain assumptions that appear
to require explicit identification as Extraordinary Assumptions (e.g. assumptions regarding condition). [See
USPAP Standard 2−2 (a)(xiii)]

         c. CertificationNot current or consistent with the current minimum certification required by USPAP.
(See USPAP Standard 2−3)

         2. FHMLC Form 461 (Lease Analysis)Inadequate to meet current standards and requirements for
development and reporting.

THE APPRAISER HAS REPLACED THESE WITH ADDENDA AND ATTACHMENTS THAT COMPLY
WITH CURRENT STANDARDS AND GUIDELINES.

                                                   viii.     Special Requirements
 Your Appraisal must comply with USPAP, the Additional Requirements stated above, and all the terms and
conditions and any Special Requirements set forth in this Engagement Letter.

g. Requirements for Delivery of the Appraisal

                                                     i.     Delivery to MountainSeed
 You must upload the Appraisal, including all exhibits and addendums, in a color PDF format to the Web
Portal.  You must upload a separate PDF of your invoice for the report in accordance with the Invoicing and
Payment section below.  The invoice should comply with the requirements of Section II(b) of this
Engagement Letter.

                                                    ii.     Due Date
You must deliver all work product required under the terms of this Engagement Letter by 5pm (local time of
the subject property) on the Due Date.  You must promptly notify MountainSeed in writing, and in no event
less than two (2) business days prior to the Due Date, in the event that you anticipate any delay in meeting
the Due Date.  MountainSeed shall be under no obligation to extend the Due Date.

                                                   iii.     Effective Date of the Appraisal
 The effective date of your valuation opinion must be within thirty (30) days of the date of your delivery of the
Appraisal, unless instructed otherwise.



II.                POST−DELIVERY

a. Review of the Appraisal and Response to Related Inquiries
You acknowledge that MountainSeed may, for the benefit of MountainSeed and the Financial Institution,
conduct or cause to be conducted a review of your completed appraisal. In connection with that review,
MountainSeed may contact you to discuss your appraisal, to ask questions, or to request revisions in
connection with MountainSeeds Appraisal Independence Policy. You agree to respond: (i) within one (1)
business day to acknowledge your receipt of any such communication, and (ii) within two (2) business
days to address any requests for revisions or additional information.  You acknowledge that the resolution
of such requests may in some cases require further analysis or written response from you and you agree
that such analysis or response is part of the scope of work agreed to in connection with this assignment and
will be provided at no additional charge.
Furthermore, you acknowledge that MountainSeed may use the results of any reviews or other quality
control processes to establish an appraiser scorecard or other methodology or process for determining the
quality of your work product (a Scorecard), and you agree that MountainSeed may share the results of any
such Scorecard with the Financial Institution and other Financial Institution clients and third parties.  You
have the right to request a copy of your Scorecard and to dispute any information contained in it.
 MountainSeed agrees to use good faith efforts to cooperate with you in resolving any such disputes
regarding information contained on your Scorecard.

b. Invoicing and Payment

                                                     i.     Generally
You must address your invoice to the Financial Institution (Client) at its address and submit it with your
completed Appraisal.  The fee for this engagement set forth above includes all expenses, including
travel and any technical assistance that you feel is necessary or appropriate.  Your invoice at a
minimum should include your contact information, the property address and MountainSeed File ID Number,
the fee, an invoice date and payment terms, and shall be accompanied by a completed IRS W−9 Form
(unless you have already provided a copy of your W−9 to MountainSeed).

Provided you have delivered the appraisal and otherwise fully satisfied your obligations hereunder, the
Financial Institution (Client) will pay your fee as set forth above within forty−five (45) days following the later
to occur of (1) the Clients receipt of your invoice and all required supplemental information (e.g., W−9) or (2)
the Clients receipt of completed report or work product meeting all requirements of this Engagement Letter.
 You acknowledge and agree that your fee may be withheld in the event that your work product, in the
Clients reasonable discretion, does not comply with any requirement of this Engagement Letter.

 Please note that MountainSeed does not charge the Client an all−inclusive flat fee (your appraiser
fee and the AMC fee combined).  Instead, MountainSeed's arrangement with the Client requires you
to invoice the Financial Institution directly for your agreed−upon fee. MountainSeed's fee is invoiced
separately from yours.  We believe this model provides transparency for you.  We believe that
asking you to bill the Financial Institution directly for your appraisal fee eliminates delay.

 While it is our belief that this is the best payment model, we also understand that it is possible that
from time to time a Client may be delinquent in timely payment.  We do not want to be a deterrent in
your receiving timely payment. If you have outstanding invoices that are excessively delinquent and
would like to inquire directly to the Financial Institution on the status of your payment, please feel
free to place a message in the Web Portal and request the contact information for the accounts
payable department at the Financial Institution.

                                                ii.     Payment Requests
If you believe that the Financial Institution has failed to pay your fee for an appraisal within 40 days of the
date you transmitted to us your completed appraisal, except where you have been notified of any



non−compliance with the conditions of the engagement, in addition to placing a message in the Web Portal
please contact MountainSeed immediately at accounting@mountainseed.com so that we can work with you
and the Financial Institution to ensure that you receive timely payment.  Please note that while we believe
that our payment policy is mutually beneficial, it does require that we rely on you to notify us when you have
not been timely paid.  To assist us in prioritizing your request for payment, please include the phrase
PAYMENT REQUEST in all caps in the subject line of your email.

Please note that except as specifically provided elsewhere in this agreement (or as required by
law/regulation), MountainSeed does not assume liability for your fee in the event that the Financial
Institution fails to pay or is in delinquent in paying your invoice.

                                                iii.     State−Specific Requirements
1.  Timing of Payment 

a)  In states that require payment be made within less than 45 days (LA, NC, NY, VA, WI), payment shall be
made within the allowed time period (30 days). 

b)  In states with an allowed time period for payment greater than 45 days, client may reserve the right to
exceed 45 days without notice and shall make payment within the time period allowed by state
law/rule/regulation.

2. Payment Requests

a)  For assignments involving properties located in states with laws and/or regulations requiring an appraisal
management company to assume all responsibility for payment of the appraisal fee (e.g. Illinois, North
Carolina):  After notifying MountainSeed as set forth in Payment Requests, if you have not been paid by the
Financial Institution, and you have not been notified of any non−compliance with the conditions of the
engagement, MountainSeed will pay any outstanding portion of your fee within the time allowed by
law/regulation after you transmitted a completed report compliant with the terms of this Engagement Letter.
In states with an allowed time period for payment greater than 45 days, client may reserve the right to
exceed 45 days without notice and shall make payment within the time period allowed by state
law/rule/regulation.

b)   In states that require payment be made within 30 days (LA, NC, NY, VA, WI), if an appraiser believes
the Client has not paid a fee within 25 days, calculated from the date a completed report was transmitted to
MountainSeed, except where the appraiser has been notified of any non−compliance with the conditions of
the engagement, the appraiser shall place a message in the Web Portal AND contact MountainSeed
immediately at accounting@mountainseed.com so that MountainSeed can ensure timely payment.

c.     Disputes
MountainSeed has established a policy and a process for handling dispute requests from the Client
following the Clients receipt of the completed appraisal, in accordance with the Appraiser Independence
Policy and Client Dispute Policy. If you receive a completed dispute request form through the Web Portal,
you agree to respond: (i) within one (1) business day to acknowledge your receipt of any such
communication, and (ii) within three (3) business days to address any requests for revisions or additional
information utilizing the Web Portal.  You acknowledge that the resolution of such dispute requests may in
some cases require further analysis or written response from you and you agree that such analysis or
response is part of the scope of work agreed to in connection with this assignment and will be provided at
no additional charge.

III.               REPRESENTATIONS AND WARRANTIES

a. Licensure/Certification
 You represent and warrant that you hold the appraisal license or certification necessary to perform the
appraisal assignment.  Furthermore, you represent and warrant that all professional qualifications, licenses,



and other information provided to MountainSeed or Financial Institution were and remain valid, true, correct,
and complete in every respect, except to the extent you have notified MountainSeed and Financial
Institution in writing of any change.
b. Appraisal Standards and Competency
 By executing this Engagement Letter you acknowledge, declare, represent and warrant that you:
 (i)        Understand the competency requirements of the pertinent version of USPAP and can satisfy each
provision of the competency rule;
 (ii)       Meet the competency requirements for this appraisal assignment;
 (iii)      Are competent in the property type of the assignment;
 (iv)      Are competent in the geographical area of the assignment;
 (v)       Have access to appropriate data sources for the assignment;
 (vi)      Are aware that misrepresentation of competency may be subject to the mandatory reporting
requirement in the most current version of USPAP;
 (vii)     Are familiar with the laws, rules, regulations, guidelines and other materials described in USPAP and
the Additional Requirements;
 (viii)    Are not aware of any reason why you or the Appraisal you prepare in connection with this
assignment would fail to comply with USPAP and Additional Requirements, including without limitation the
independence provisions and prohibitions on conflicts of interest;
 (ix)      Have specific experience with the Subject Property type;
 (x)       Hold all licenses, registrations, permits, certifications and governmental or other authorizations
required to perform the appraisal in accordance with USPAP and the Additional Requirements, and in
compliance with all applicable federal, state and local laws, ordinances, rules, regulations and guidelines;
(xi) Have not performed any prior services regarding the Subject Property, as an appraiser, or in any other
capacity, within the three−year period ending with the date of this Engagement Letter, or if you have you
have performed such services, have disclosed those services in writing in compliance with USPAP prior to
accepting this assignment;
 (xii)     To your actual knowledge, are not listed on an exclusionary list or any similar list maintained by any
governmental or quasi−governmental entity;
 (xiii)    To your actual knowledge, have not had any registration, certificate or license to act as an appraiser
refused, denied, canceled, surrendered in lieu of a pending revocation, suspended or revoked by any state
or appraisal board prior to or as of the date of this Engagement Letter; and
(xiv) Have no interest, direct or indirect, financial or otherwise in the Subject Property or the underlying
transaction. (Although USPAP may allow an appraiser to appraise a property in which the appraiser
has an interest with appropriate disclosures, the Additional Requirements do not permit such
activity.  If you have an interest in the Subject Property, you must decline this assignment.)

c. Compliance with Applicable Law
 You represent and warrant that you perform services as covered by this Engagement Letter in compliance
with all applicable federal and state laws, regulations, and guidance, including, but not limited to, the laws,
regulations, and guidance identified in the Additional Requirements section of this Engagement Letter.

d. Errors & Omissions Insurance
You represent and warrant that you maintain, and covenant that you shall continue to maintain (either by
continuation of similar coverage with the same or a different insurance carrier or by the purchase of
extended reporting period coverage or tail coverage) for a period of three years after the date of completion
of this assignment, professional liability insurance (E&O Insurance) covering damages arising from the
professional appraisal services delivered by you under this Engagement Letter.  Your E&O Insurance shall:
(i) have a minimum liability limit of $500,000 per claim and $1,000,000 in aggregate for all claims, (ii) be
issued by an insurance carrier having a Bests Financial Strength rating of A− or better and Financial Size
Category of at least Class IX, and (iii) be issued on an insurance policy form and by an insurance program
acceptable to MountainSeed and Financial Institution.  The policy shall not contain an exclusion for defense
or damages relating to claims arising out of failed financial institutions or claims made by the FDIC or any
other state or federal regulator or insurer of Financial Institutions, mortgage lenders, or other financial
institutions.



 You represent and warrant that you have provided MountainSeed (or other persons or entities as directed
by MountainSeed) with true, correct and complete insurance declarations page or certificate of coverage
evidencing your current E&O Insurance together with any other insurance documentation relating to such
coverage requested by MountainSeed.

 You agree to supply evidence of E&O Insurance whenever your E&O Insurance is renewed or replaced
and shall immediately inform MountainSeed (or other persons or entities as directed by MountainSeed) of
any nonrenewal, cancellation, termination or change of prior acts date/retroactive date of Appraisers E&O
Insurance.  During the period that you are required to carry E&O Insurance under this Engagement Letter,
you shall not make any change or alteration to your E&O Insurance which results in the loss of prior acts or
retroactive date coverage covering the date on which the assignment was performed under this Agreement.
 You consent to MountainSeed confirming E&O Insurance coverage directly with the insurance carriers or
insurance program administrators.

IV.              INTELLECTUAL PROPERTY
 As between you and the Financial Institution, the Financial Institution will be deemed to own your appraisal
and any reports or other information provided by you to Financial Institution in connection with this
Engagement Letter, and neither Financial Institution nor MountainSeed will be restricted in any way with
respect to redistribution of such information.  You shall not claim any copyrights or other ownership interests
in that work product.  You, however, shall have the right to retain copies of reports, documents or other
information produced or utilized by you for the purpose of your work file under USPAP or as may be
required under any law or regulation.

 Notwithstanding the foregoing, you acknowledge and agree that, in connection with its review of your
Appraisal or otherwise, MountainSeed may extract and compile market data, including without limitation,
information relating to comparable sales, rents, operating expenses, income, leases, and leasing activity;
neighborhood descriptions; economic trends; and similar information, including, without limitation, for
purposes of populating databases to be used by MountainSeed and its affiliates in future performance of
services for, and product offerings to Financial Institution and other clients.  Any such databases or other
compilation of data extracted and compiled by MountainSeed shall be owned solely by MountainSeed, and
you specifically disclaim, transfer, and assign to MountainSeed any right, title or interest in and to such
databases and compilations and the information contained in them; provided, however, that this sentence
shall not limit the Financial Institutions rights to use the appraisal in accordance with the terms of this
Engagement Letter.  For the absence of doubt, any such information extracted from your Appraisal and
compiled by MountainSeed solely in accordance with the rights granted to MountainSeed under this
paragraph shall not include your opinion of the value of the Subject Property as stated in the Appraisal, or
any other confidential information relating to the Subject Property or the loan or transaction underlying the
appraisal (including the identity of the lender and the identity of the borrower), or any confidential
information with respect to the Financial Institution, the borrower, or the Financial Institutions or borrowers
business operations, to the extent not already publicly available.

V.                OTHER PROVISIONS

a. Relationship between the Parties
 In the performance of services under the terms of this Engagement Letter, you shall act solely as an
independent contractor, and nothing herein contained or implied shall at any time be construed so as to
create the relationship of employer and employee, master and servant, partner, principal and agent or joint
venture partner between you and Financial Institution or MountainSeed.  Specifically, you acknowledge and
agree that (i) neither Financial Institution nor MountainSeed will withhold any taxes, income or otherwise,
from payments to you and that you will be required to file corporate, partnership, and/or individual tax
returns and to pay taxes in accordance with applicable federal, state and local laws, (ii) this Engagement
Letter is not an employment agreement, (iii) you are not an employee of MountainSeed or Financial
Institution for any purpose, including, but not limited to, application of the Federal Insurance Contribution
Act, Social Security Act, Federal Unemployment Tax Act, Internal Revenue Code, state and federal income
tax withholding requirements, workers compensation insurance, and third−party liability claims, (iv) neither



MountainSeed nor Financial Institution shall be liable for any obligations incurred by you unless specifically
authorized in writing, (v) you shall not act as an agent of MountainSeed or Financial Institution, nor bind
MountainSeed or Financial Institution in any manner, (vi) you shall not represent or communicate to any
party that you are an employee or an agent of MountainSeed or Financial Institution, and (vii) you are free to
perform services for any and all other clients or management companies and you are free to set your own
hours with respect to the performance of the assignment under this Engagement Letter.

b. Subcontracting Performance of Services

                                                     i.     Generally
No subcontracting or outsourcing is permitted under this Engagement Letter.  You, as the person
signing this Engagement Letter, shall be the person who performs and signs the Appraisal
requested herein.  In general, the Financial Institution expects that you shall be the person that personally
inspects the Property in connection with your Appraisal.  Requests to have another employee in your firm
inspect the Property must be approved and accepted by MountainSeed prior to engagement.  Unless
specifically instructed otherwise by MountainSeed or the Financial Institution, you may receive assistance in
completing the Appraisal, so long as: (1) you at all times comply with USPAP, the Additional Requirements
and the other provisions of this Engagement Letter, including without limitation in documenting the
assistance you received, (2) the person providing the assistance is employed directly by you or by your
appraisal firm and is characterized as an employee (and not an independent contractor) for federal income
tax purposes; (3) the person providing the assistance is competent and qualified to provide the assistance
and holds all necessary state, federal or local licenses, certificates or other authorizations required by any
applicable authority; (4) you continuously supervise the person providing the assistance at all times in any
work related to this Appraisal assignment, and (5) you sign the Appraisal and certification and accept full
responsibility for the work.  Specifically, and without limitation, you acknowledge and agree that you are
familiar with applicable state laws, rules and appraisal board regulations, if any, regarding receiving
professional assistance in connection with an appraisal assignment and that you shall at all times comply
with those laws, rules and regulations in receiving any assistance in performing the Appraisal.  You shall not
assign this Engagement Letter to any other party, and any attempt by you to assign shall be void.

                                                    ii.     State−Specific Requirements
 For appraisal assignments involving property located in the state of Montana, subject to being permissible
under the policies of the Financial Institution, Subsection V(b)(i), above, does not preclude you from: (i)
utilizing the assistance of a licensed real estate trainee (under your supervision) or (ii) transferring the
assignment to your employee who is Montana−licensed or −certified real estate appraiser who is a member
of the Financial Institutions panel, provided that such individual can complete the work in accordance with
USPAP and pursuant to the requirements of the Montana Board of Real Estate Appraisers. 

c. No Disclaimers
 The Financial Institution reserves the right not to accept the report and neither Financial Institution nor
MountainSeed will be responsible for any fees or expenses incurred hereunder if your report includes
disclaimers limiting your professional liability for services typically performed by an appraiser.  This section
shall not prohibit you from including standard disclaimers that may limit your liability for services typically
performed by a third−party and that an appraiser is not qualified to perform, such as environmental site
assessments.

d. No Third−Party Beneficiaries
 All requirements and standards for you and your work product are imposed solely and exclusively for the
benefit of MountainSeed and Financial Institution and their respective successors and assigns, and no other
person shall be deemed a third−party beneficiary of this Engagement Letter.  You are solely responsible for
ensuring that you and your work product comply with all such requirements and standards.  Specifically, you
are not entitled to rely on any review that MountainSeed may perform to evaluate your work products
compliance with any such requirements and standards.  You should not assume that MountainSeed will
refuse to accept your work product in absence of strict compliance with any or all such requirements and
standards.



e. No Promise of Future Assignments
 You acknowledge that neither MountainSeed nor Financial Institution has made any guarantee of future
assignments.  Neither Financial Institution nor MountainSeed makes any promise or guarantee as to any
minimum number of assignments or minimum level of revenue.

f. Indemnity
 You agree to indemnify MountainSeed for any and all loss, damage, liability, claim or expense incurred by
an Indemnified Party arising out of or related to (i) any death, bodily injury or damage to property resulting
from your acts or omissions, (ii) your negligence, gross negligence or willful misconduct in performing this
assignment; or (iii) any breach of your representations, warranties and covenants contained in this
Engagement Letter.  Notwithstanding the foregoing, nothing in subpart (iii) above will be deemed to require
you to defend, indemnify or hold harmless MountainSeed or any MountainSeed−related Indemnified Party
with respect to any liability, damage, loss, claim or expense that arises out of the services performed by
MountainSeed, its agents, employees, or independent contractors, and not the services you performed.
 Furthermore, this indemnification provision in this paragraph shall not apply to appraisals performed in
Vermont; for other states, in the event that the indemnification provision in this paragraph is broader than
permitted by any applicable law or regulation, this section shall be limited to the extent of the indemnification
permitted by such law or regulation in that state.

g. Termination
 Notwithstanding anything contained herein to the contrary, either Financial Institution or MountainSeed
may, at its option and for any reason, terminate this agreement without responsibility for payment of the
appraiser's fees or costs, except for any actual staff time and out−of−pocket costs only, not to exceed the
fee amount stated above, incurred by the appraiser in connection with the appraiser's performance of this
agreement as of the date of termination.

h. Amendment
 This Engagement Letter may only be amended in writing, signed by the parties hereto.

i. Confidentiality
You will take all reasonable steps to ensure that neither you nor any organization with which you are
affiliated (including any employees, agents, appraisers, or officers of any such organization) will divulge any
Confidential Information concerning your Appraisal to any person other than Financial Institution or
MountainSeed. For purposes of this engagement letter, the term Confidential Information shall mean all
non−public data or information that is submitted directly or indirectly to you by MountainSeed or Financial
Institution or obtained or learned by you as a result of the engagement described in this Letter, including
without limitation, information related to Financial Institutions or MountainSeeds customers, technology,
operations facilities, consumer markets, products, capabilities, systems procedures, security practices,
research, development, business affairs, ideas, concepts, innovations, inventions, designs, business
methodologies, improvements, trade secrets, copyrightable subject matter and other proprietary information.
 All Confidential Information shall remain the property of Financial Institution or MountainSeed, as
applicable, and shall be protected as described below.

Except may be required by applicable law or lawful order or requirement of a court or other governmental
authority having jurisdiction over you, you shall take reasonable means to hold all Confidential Information in
confidence, and you shall not use (except for purposes set forth herein and authorized by Financial
Institution or MountainSeed), disclose, duplicate, publish, release, transfer or otherwise make available
Confidential Information in any form to, or for the use and benefit of, any person or entity without the
express written consent of MountainSeed. You represent and warrant to Financial Institution and
MountainSeed that you have established commercially reasonable controls to ensure the confidentiality of
Confidential Information and to insure that Confidential Information is not disclosed in violation of the
provisions of this Engagement Letter or the Gramm−Leach−Bliley Act of 1999 (15 U.S.C. § 6801, et seq.),
as it may be amended, supplemented or replaced from time to time (the GLB Act) and the regulations
promulgated thereunder. If the GLB Act, the regulations promulgated thereunder or other applicable law
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Absolute Net Lease 

A lease in which the tenant pays all expenses including 

structural maintenance, building reserves, and 

management; often a long-term lease to a credit tenant. 

(Dictionary) 

Ad Valorem Tax 

A real estate tax based on the assessed value of the 

property, which is not necessarily equivalent to its market 

value. (15th Edition) 

Arm’s-length Transaction 

A transaction between unrelated parties who are each 

acting in his or her own best interest. (Dictionary) 

As-Is Market Value 

The estimate of the market value of real property in its 

current physical condition, use, and zoning as of the 

appraisal date. (Dictionary) 

Assessed Value 

The value of a property according to the tax rolls in ad 

valorem taxation; may be higher or lower than market value, 

or based on an assessment ratio that is a percentage of 

market value. (Dictionary) 

Average Daily Room Rate (ADR) 

In the lodging industry, the net rooms revenue derived from 

the sale of guest rooms divided by the number of paid 

occupied rooms. (Dictionary) 

Band of Investment 

A technique in which the capitalization rates attributable to 

components of an investment are weighted and combined 

to derive a weighted-average rate attributable to the total 

investment. (Dictionary) 

Cash-Equivalent Price 

The sale price of a property that is equivalent to what a cash 

buyer would pay. (Dictionary) 

Common Area 

The total area within a property that is not designed for sale 

or rental but is available for common use by all owners, 

tenants, or their invitees, e.g., parking and its 

appurtenances, malls, sidewalks, landscaped areas, 

recreation areas, public toilets, truck and service facilities. 

(Dictionary) 

Contract Rent 

The actual rental income specified in a lease. (15th Edition) 

Cost Approach 

A set of procedures through which a value indication is 

derived for the fee simple estate by estimating the cost new 

as of the effective date of the appraisal to construct a 

reproduction of (or replacement for) the existing structure, 

including an entrepreneurial incentive; deducting 

depreciation from the total cost; and adding the estimated 

land value. The contributory value of any site improvements 

that have not already been considered in the total cost can 

be added on a depreciated-cost basis. Adjustments may 

then be made to the indicated value of the fee simple estate 

in the subject property to reflect the value of the property 

rights being appraised. (Dictionary) 

Curable Functional Obsolescence 

An element of depreciation; a curable defect caused by a 

flaw involving the structure, materials, or design, which can 

be practically and economically corrected. (Dictionary) 

Debt Coverage Ratio (DCR) 

The ratio of net operating income to annual debt service, 

which measures the relative ability of a property to meet its 

debt service out of net operating income; also called debt 

service coverage ratio (DSCR). (Dictionary) 

Deferred Maintenance 

Items of wear and tear on a property that should be fixed 

now to protect the value or income-producing ability of a 

property. (Dictionary) 

Depreciation 

In appraisal, a loss in the value of improvements from any 

cause; the difference between the cost of an improvement 

on the effective date of the appraisal and the value of the 

improvement on the same date. (Dictionary) 

Direct Costs 

Expenditures for the labor and materials used in the 

construction of improvements; also called hard costs. 

(Dictionary) 

Discounted Cash Flow (DCF) Analysis 

The procedure in which a discount rate is applied to a set of 

projected income streams and a reversion. The analyst 

specifies the quantity, variability, timing, and duration of the 

income streams and the quantity and timing of the 

reversion, and discounts each to its present value at a 

specified yield rate. (Dictionary) 

 

Valuation Glossary 2024 

Unless specified otherwise, these definitions were extracted or paraphrased from the following sources or publications: 

• The Dictionary of Real Estate Appraisal, Seventh Edition, Appraisal Institute, Chicago, Illinois, 2022 (Dictionary). 

• Uniform Standards of Professional Appraisal Practice, 2024 Edition (USPAP). 

• The Appraisal of Real Estate, Fifteenth Edition, Appraisal Institute, Chicago, Illinois, 2020 (15th Edition). 



 

Discount Rate 

A rate of return on capital used to convert future payments 

or receipts into present value. (Dictionary) 

Disposition Value 

The most probable price that a specified interest in property 

should bring under the following conditions: 

1. Consummation of a sale within a specified time, 

which is shorter than the typical exposure time for 

such a property in that market. 

2. The property is subjected to market conditions 

prevailing as of the date of valuation. 

3. Both the buyer and seller are acting prudently and 

knowledgeably. 

4. The seller is under compulsion to sell. 

5. The buyer is typically motivated. 

6. Both parties are acting in what they consider their 

best interests. 

7. An adequate marketing effort will be made during 

the exposure time. 

8. Payment will be made in cash in U.S. dollars (or the 

local currency) or in terms of financial 

arrangements comparable thereto. 

9. The price represents the normal consideration for 

the property sold, unaffected by special or creative 

financing or sales concessions granted by anyone 

associated with the sale. 

This definition can also be modified to provide for valuation 

with specified financing terms. (Dictionary) 

Easement 

The right to use another’s land for a stated purpose. Access

or right-of-way easements may be acquired by private 

parties or public utilities. Governments may be the 

beneficiaries of easements placed on privately owned land 

that is dedicated to conservation, open space, or 

preservation. (15th Edition) 

Economic Life 

The period over which improvements to real estate 

contribute to property value. (Dictionary) 

Effective Age 

The age of property that is based on the amount of 

observed deterioration and obsolescence it has sustained, 

which may be different from its chronological age. 

(Dictionary) 

Effective Date 

The date on which the appraisal or review opinion applies 

(SVP) (Dictionary) 

Effective Gross Income (EGI) 

The anticipated income from all operations of the real estate 

after an allowance is made for vacancy and collection losses 

and an addition is made for any other income. (Dictionary) 

 

 

Effective Gross Income Multiplier (EGIM) 

The ratio between the sale price (or value) of a property and 

its effective gross income. (Dictionary) 

Effective Rent 

The total base rent, or minimum rent stipulated in a lease, 

over the specified lease term minus rent concessions - e.g. 

free rent, excessive tenant improvements, moving 

allowances, lease buyouts, cash allowances, and other lease 

incentives. (15th Edition) 

Eminent Domain 

The right of government to take private property for public 

use upon the payment of just compensation. The Fifth 

Amendment of the U.S. Constitution, also known as the 

takings clause, guarantees payment of just compensation 

upon appropriation of private property. (Dictionary) 

Entrepreneurial Incentive 

The amount an entrepreneur expects or wants to receive as 

compensation for providing coordination and expertise and 

assuming the risks associated with the development of a 

project. Entrepreneurial incentive is the expectation of 

future reward as opposed to the profit actually earned on 

the project. (Dictionary) 

Entrepreneurial Profit 

A market-derived figure that represents the amount an 

entrepreneur received for his or her contribution to a past 

project to compensate for his or her time, effort, knowledge, 

and risk; the difference between the total cost of a property 

(cost of development) and its market value (property value 

after completion), which represents the entrepreneur's 

compensation for the risk and expertise associated with 

development. An entrepreneur is motivated by the prospect 

of future value enhancement (i.e., the entrepreneurial 

incentive). An entrepreneur who successfully creates value 

through new development, expansion, renovation, or an 

innovative change of use is rewarded by entrepreneurial 

profit. Entrepreneurs may also fail and suffer losses. 

(Dictionary) 

Excess Land 

Land that is not needed to serve or support the existing use. 

The highest and best use of the excess land may or may not 

be the same as the highest and best use of the improved 

parcel. Excess land has the potential to be sold separately 

and is valued separately. (Dictionary) 

Excess Rent 

The amount by which contract rent exceeds market rent at 

the time of the appraisal; created by a lease favorable to the 

lessor and may reflect superior management, a lease 

execution in an earlier, stronger rental market, or an 

agreement of the parties. Due to the higher risk inherent in 

the receipt of excess rent, it may be calculated separately 

and capitalized or discounted at a higher rate in the income 

capitalization approach. (15th Edition) 



 

Expense Stop 

A clause in a lease that limits the landlord's expense 

obligation, which results in the lessee paying any operating 

expenses above a stated level or amount. (Dictionary) 

Exposure Time 

An opinion, based on supporting market data, of the length 

of time that the property interest being appraised would 

have been offered on the market prior to the hypothetical 

consummation of a sale at market value on the effective 

date of the appraisal. (USPAP) 

Extraordinary Assumption 

An assignment-specific assumption as of the effective date 

regarding uncertain information used in an analysis which, 

if found to be false, could alter the appraiser's opinions or 

conclusions. Uncertain information might include physical, 

legal, or economic characteristics of the subject property; or 

conditions external to the property, such as market 

conditions or trends; or the integrity of data used in an 

analysis. An extraordinary assumption may be used in an 

assignment only if: 

• It is required to properly develop credible opinions 

and conclusions; 

• The appraiser has a reasonable basis for the 

extraordinary assumption; 

• Use of the extraordinary assumption results in a 

credible analysis; and 

• The appraiser complies with the disclosure 

requirements set forth in USPAP for extraordinary 

assumptions. (USPAP) 

External Obsolescence 

A type of depreciation; a diminution in value caused by 

negative external influences and generally incurable on the 

part of the owner, landlord, or tenant. The external 

influence may be either temporary or permanent. There are 

two forms of external obsolescence: economic and 

locational. (Dictionary) 

Fair Market Value 

In nontechnical usage, a term that is equivalent to the 

contemporary usage of market value.  

As used in condemnation, litigation, income tax, and 

property tax situations, a term that is similar in concept to 

market value but may be defined explicitly by the relevant 

agency or interpreted differently by court precedent. 

(Dictionary) 

Feasibility Analysis 

A study of the cost-benefit relationship of an economic 

endeavor. (USPAP) 

Fee Simple Estate 

Absolute ownership unencumbered by any other interest or 

estate, subject only to the limitations imposed by the 

governmental powers of taxation, eminent domain, police 

power and escheat. (Dictionary) 

Floor Area Ratio (FAR) 

The relationship between the above-ground floor area of a 

building, as described by the zoning or building code, and 

the area of the plot on which it stands; in planning and 

zoning, often expressed as a decimal, e.g., a ratio of 2.0 

indicates that the permissible floor area of a building is twice 

the total land area. (Dictionary) 

Functional Obsolescence 

The impairment of functional capacity of improvements 

according to market tastes and standards. (Dictionary) 

Functional Utility 

The ability of a property or building to be useful and to 

perform the function for which it is intended according to 

current market tastes and standards; the efficiency of a 

building’s use in terms of architectural style, design and

layout, traffic patterns, and the size and type of rooms. 

(Dictionary) 

Furniture, Fixtures, and Equipment (FF&E) 

Business trade fixtures and personal property, exclusive of 

inventory. (Dictionary) 

Going-concern 

An established and operating business having an indefinite 

future life. (Dictionary) 

Going-concern Value 

An outdated label for the market value of all the tangible and 

intangible assets of an established and operating business 

with an indefinite life, as if sold in aggregate; more 

accurately termed the market value of the going concern or 

market value of the total assets of the business. (Dictionary) 

Gross Building Area (GBA) 

Total floor area of a building, excluding unenclosed areas, 

measured from the exterior of the walls of the above-grade 

area. This includes mezzanines and basements if and when 

typically included in the market area of the type of property 

involved. (Dictionary) 

Gross Leasable Area (GLA) 

Total floor area designed for the occupancy and exclusive 

use of tenants, including basements and mezzanines; 

measured from the center of joint partitioning to the outside 

wall surfaces. (Dictionary) 

Gross Living Area (GLA)  

Total area of finished, above-grade residential space area; 

calculated by measuring the outside perimeter of the 

structure and includes only finished, habitable, above-grade 

living space. (Finished basements and attic areas are not 

generally included in total gross living area. Local practices, 

however, may differ.) (Dictionary) 

Highest & Best Use 

The reasonably probable use of property that results in the 

highest value. The four criteria that the highest and best use 

must meet are legal permissibility, physical possibility, 

financial feasibility, and maximum productivity. The use of 



 

an asset that maximizes its potential and that is possible, 

legally permissible, and financially feasible. The highest and 

best use may be for continuation of an asset’s existing use

or for some alternative use. This is determined by the use 

that a market participant would have in mind for the asset 

when formulating the price that it would be willing to bid 

(IVS). (Dictionary) 

Hypothetical Condition 

A condition, directly related to a specific assignment, which 

is contrary to what is known by the appraiser to exist on the 

effective date of the assignment results, but is used for the 

purpose of analysis. Hypothetical conditions are contrary to 

known facts about physical, legal, or economic 

characteristics of the subject property; or about conditions 

external to the property, such as market conditions or 

trends; or about the integrity of data used in an analysis. 

(USPAP) 

Income Capitalization Approach 

In the income capitalization approach, an appraiser 

analyzes a property’s capacity to generate future benefits

and capitalizes the income into an indication of present 

value. The principle of anticipation is fundamental to this 

approach. Techniques and procedures from this approach 

are used to analyze comparable sales data and to measure 

obsolescence in the cost approach. (15th Edition) 

Incurable Functional Obsolescence 

An element of depreciation; a defect caused by a deficiency 

or superadequacy involving the structure, materials, or 

design that cannot be practically or economically corrected 

as of the effective date of the appraisal. (Dictionary) 

Indirect Costs 

Expenditures or allowances for items other than labor and 

materials that are necessary for construction, but are not 

typically part of the construction contract. Indirect costs may 

include administrative costs, professional fees, financing 

costs and the interest paid on construction loans, taxes and 

the builder's or developer's all-risk insurance during 

construction, and marketing, sales, and lease-up costs 

incurred to achieve occupancy or sale. Also called soft costs. 

(Dictionary) 

Interim Use 

The use contemplated by the market participants that the 

subject real estate can be put to while waiting for certain 

subsequent factors to occur. (Dictionary) 

Investment Value 

The value of a property to a particular investor or class of 

investors based on the investor’s specific requirements.

Investment value may be different from market value 

because it depends on a set of investment criteria that are 

not necessarily typical of the market. (Dictionary) 

 

 

Leased Fee Interest 

The ownership interest held by the lessor, which includes 

the right to receive the contract rent specified in the lease 

plus the reversion right when the lease expires. (Dictionary) 

Leasehold Estate 

The right held by the lessee to use and occupy real estate 

for a stated term and under the conditions specified in the 

lease. (Dictionary) 

Legal Nonconforming Use 

A use that was lawfully established and maintained, but no 

longer conforms to the use regulations of its current zoning; 

sometimes known as a legally nonconforming use. 

(Dictionary) 

Liquidation Value 

The most probable price that a specified interest in property 

should bring under the following conditions: 

1. Consummation of a sale within a short time period.  

2. The property is subjected to market conditions 

prevailing as of the date of valuation. 

3. Both the buyer and seller are acting prudently and 

knowledgeably. 

4. The seller is under extreme compulsion to sell. 

5. The buyer is typically motivated.  

6. Both parties are acting in what they consider to be 

their best interests. 

7. A normal marketing effort is not possible due to the 

brief exposure time. 

8. Payment will be made in cash in U.S. dollars (or the 

local currency) or in terms of financial 

arrangements comparable thereto. 

9. The price represents the normal consideration for 

the property sold, unaffected by special or creative 

financing or sales concessions granted by anyone 

associated with the sale. 

This definition can also be modified to provide for valuation 

with specified financing terms. (Dictionary) 

Market Area 

The geographic region from which a majority of demand 

comes and in which the majority of competition is located. 

Depending on the market, a market area may be further 

subdivided into components such as primary, secondary, 

and tertiary market areas, or the competitive market area 

may be distinguished from the general market area. 

(Dictionary) 

Market Rent 

The most probable rent that a property should bring in a 

competitive and open market under all conditions requisite 

to a fair lease transaction, the lessee and lessor each acting 

prudently and knowledgeably, and assuming the rent is not 

affected by undue stimulus. (Dictionary) 

 

 

 



 

Market Study 

An analysis of the market conditions of supply, demand, and 

pricing for a specific property type in a specific area. 

(Dictionary) 

Market Value (Most Common Non-FRT) 

The most probable price, as of a specific date, in cash, or in 

terms equivalent to cash, or in other precisely revealed 

terms, for which the specified property rights should sell 

after reasonable exposure in a competitive market under all 

conditions requisite to a fair sale, with the buyer and seller 

each acting prudently, knowledgeably, and for self-interest, 

and assuming that neither is under undue distress. 

(Dictionary) 

Market Value (Interagency Guidelines) 

The most probable price which a property should bring in a 

competitive and open market under all conditions requisite 

to a fair sale, the buyer and seller each acting prudently and 

knowledgeably, and assuming the price is not affected by 

undue stimulus. Implicit in this definition is the 

consummation of a sale as of a specified date and the 

passing of title from seller to buyer under conditions 

whereby: 

1. buyer and seller are typically motivated; 

2. both parties are well informed or well advised, and 

acting in what they consider their own best 

interests;  

3. a reasonable time is allowed for exposure in the 

open market; 

4. payment is made in terms of cash in U.S. dollars or 

in terms of financial arrangements comparable 

thereto; and 

5. the price represents the normal consideration for 

the property sold unaffected by special or creative 

financing or sales concessions granted by anyone 

associated with the sale. ( 12 CFR, Part 34, Subpart C 

- Appraisals, 34.42(h)). 

Marketability Analysis 

The study of how a specific property is expected to perform 

in a specific market. A marketability analysis expands on a 

market analysis by addressing a specific property. 

(Dictionary) 

Neighborhood Analysis 

The objective analysis of observable or quantifiable data 

indicating discernible patterns of urban growth, structure, 

and change that may detract from or enhance property 

values; focuses on four sets of considerations that influence 

value: social, economic, governmental, and environmental 

factors. (Dictionary) 

Net Net Net Lease 

An alternative term for a type of net lease. In some markets, 

a net net net lease is defined as a lease in which the tenant 

assumes all expenses (fixed and variable) of operating a 

property except that the landlord is responsible for 

structural maintenance, building reserves, and 

management. Also called NNN lease, triple net lease, or fully 

net lease. (Dictionary) 

Net Operating Income (NOI) 

The actual or anticipated net income that remains after all 

operating expenses are deducted from effective gross 

income but before mortgage debt service and book 

depreciation are deducted. Note: This definition mirrors the 

convention used in corporate finance and business 

valuation for EBITDA (earnings before interest, taxes, 

depreciation, and amortization). (15th Edition) 

Obsolescence 

One cause of depreciation; an impairment of desirability 

and usefulness caused by new inventions, changes in 

design, improved processes for production, or external 

factors that make a property less desirable and valuable for 

a continued use; may be either functional or external. 

(Dictionary) 

Off-site Costs 

Costs incurred in the development of a project excluding on-

site costs such as grading and construction of the building 

and other improvements; also called common costs or off-

site improvement costs. (Dictionary) 

On-site Costs 

Costs incurred for the actual construction of buildings and 

improvements on a particular site. (Dictionary) 

Overage Rent 

The percentage rent paid over and above the guaranteed 

minimum rent or base rent; calculated as a percentage of 

sales in excess of a specified breakeven sales volume. (15th 

Edition) 

Overall Capitalization Rate (OAR) 

The relationship between a single year’s net operating

income expectancy and the total property price or value. 

(Dictionary) 

Parking Ratio 

The ratio of parking area or parking spaces to an economic 

or physical unit of comparison. Minimum required parking 

ratios for various land uses are often stated in zoning 

ordinances. (Dictionary) 

Potential Gross Income (PGI) 

The total income attributable to property at full occupancy 

before vacancy and operating expenses are deducted. 

(Dictionary) 

Potential Gross Income Multiplier (PGIM) 

The ratio between the sale price (or value) of a property and 

its annual potential gross income. (Dictionary) 

  



 

Present Value (PV) 

The value of a future payment or series of future payments 

discounted to the current date or to time period zero. 

(Dictionary) 

Prospective Opinion of Value 

A value opinion effective as of a specified future date. The 

term does not define a type of value. Instead, it identifies a 

value opinion as effective at some specific future date. An 

opinion of value as of a prospective date is frequently 

sought in connection with projects that are proposed, under 

construction, or under conversion to a new use, or those 

that have not achieved sellout or a stabilized level of long-

term occupancy. (Dictionary) 

Qualitative Adjustment 

An indication that one property is superior, inferior, or 

similar to another property. Note that the common usage of 

the term is a misnomer in that an adjustment to the sale 

price of a comparable property is not made. Rather, the 

indication of a property’s superiority or inferiority to another

is used in relative comparison analysis, bracketing, and 

other forms of qualitative analysis. (Dictionary) 

Quantitative Adjustment 

In the application of the sales comparison and income 

capitalization approaches, a numerical (dollar or 

percentage) adjustment to the sale price, rent, or expense 

amount of a comparable property to account for the effect 

on value of a difference between each comparable property 

and the subject property. (Dictionary) 

Rentable Area 

The amount of space on which the rent is based; calculated 

according to local practice. (Dictionary) 

Replacement Cost 

The estimated cost to construct, at current prices as of a 

specific date, a substitute for a building or other 

improvements, using modern materials and current 

standards, design, and layout. (Dictionary) 

Replacement Cost for Insurance Purposes 

The estimated cost, at current prices as of the effective date 

of valuation, of a substitute for the building being valued, 

using modern materials and current standards, design and 

layout for insurance coverage purposes guaranteeing that 

damaged property is replaced with a new property (i.e., 

depreciation is not deducted). (Dictionary) 

Reproduction Cost 

The estimated cost to construct, at current prices as of the 

effective date of the appraisal, an exact duplicate or replica 

of the building being appraised, using the same or similar 

materials, construction standards, design, layout, and 

quality of workmanship and embodying all the deficiencies, 

superadequacies, and obsolescence of the subject building. 

(Dictionary) 

 

Retrospective Value Opinion 

A value opinion effective as of a specified historical date. The 

term retrospective does not define a type of value. Instead, it 

identifies a value opinion as being effective at some specific 

prior date. Value as of a historical date is frequently sought 

in connection with property tax appeals, damage models, 

lease renegotiation, deficiency judgments, estate tax, and 

condemnation. Inclusion of the type of value with this term 

is appropriate, e.g., “retrospective market value opinion.”

(Dictionary) 

Sales Comparison Approach 

The process of deriving a value indication for the subject 

property by comparing sales of similar properties to the 

property being appraised, identifying appropriate units of 

comparison, and making adjustments to the sale prices (or 

unit prices, as appropriate) of the comparable properties 

based on relevant, market-derived elements of comparison. 

The sales comparison approach may be used to value 

improved properties, vacant land, or land being considered 

vacant when an adequate supply of comparable sales is 

available. (Dictionary) 

Scope of Work 

The type and extent of research and analysis in an appraisal 

or appraisal review assignment. Scope of work includes, but 

is not limited to: 

The extent to which the property is identified; 

The extent to which tangible property is inspected; 

The type and extent of data researched; and 

The type and extent of analysis applied to arrive at opinions 

or conclusions. (USPAP) 

Shopping Center Types 

Neighborhood Shopping Center: The smallest type of 

shopping center, generally with a gross leasable area of 

between 30,000 and 100,000 square feet. Typical anchors 

include supermarkets. Neighborhood shopping centers 

offer convenience goods and personal services and usually 

depend on a market population support of 3,000 to 40,000 

people. 

Community Shopping Center: A shopping center of 100,000 

to 400,000 square feet that usually contains one junior 

department store, a variety store, discount or department 

store. A community shopping center generally has between 

20 and 70 retail tenants and a market population support of 

40,000 to 150,000 people. 

Regional Shopping Center: A shopping center of 300,000 to 

900,000 square feet that is built around one or two full-line 

department stores of approximately 200,000 square feet 

each plus small tenant spaces. This type of center is typically 

supported by a minimum population of 150,000 people. 

Super-Regional Center: A large center of 600,000 to 2.0 

million square feet anchored by three or more full-line 

department stores. This type of center is typically supported 

by a population area of 300,000 people. (15th Edition) 



 

Sum of the Retail Values 

The sum of the separate and distinct market value opinions 

for each of the units in a condominium; subdivision 

development, or portfolio of properties, as of the date of 

valuation. The aggregate of retail values does not represent 

the value of all the units as sold together in a single 

transaction; it is simply the total of the individual market 

value conclusions. An appraisal has an effective date, but 

summing the sales prices of multiple units over an extended 

period of time will not be the value on that one day unless 

the prices are discounted to make the value equivalent to 

what another developer or investor would pay for the bulk 

purchase of the units. Also called the aggregate of the retail 

values or aggregate retail selling price. (Dictionary) 

Superadequacy 

An excess in the capacity or quality of a structure or 

structural component; determined by market standards. 

(Dictionary) 

Surplus Land 

Land that is not currently needed to support the existing use 

but cannot be separated from the property and sold off for 

another use. Surplus land does not have an independent 

highest and best use and may or may not contribute value 

to the improved parcel. (Dictionary) 

Tenant Improvements (TIs) 

1. Fixed improvements to the land or structures 

installed for use by a lessee. 

2. The original installation of finished tenant space in 

a construction project; subject to periodic change 

for succeeding tenants. (Dictionary) 

Usable Area 

The area that is actually used by the tenants measured from 

the inside of the exterior walls to the inside of walls 

separating the space from hallways and common areas. 

(Dictionary) 

Useful Life 

The period of time over which a structure or a component 

of a property may reasonably be expected to perform the 

function for which it was designed. (Dictionary) 

Vacancy and Collection Loss 

A deduction from potential gross income (PGI) made to 

reflect income deductions due to vacancies, tenant 

turnover, and nonpayment of rent; also called vacancy and 

credit loss or vacancy and contingency loss. (Dictionary) 

Yield Capitalization 

A method used to convert future benefits into present value 

by (1) discounting each future benefit at an appropriate yield 

rate, or (2) developing an overall rate that explicitly reflects 

the investment's income pattern, holding period, value 

change, and yield rate. (Dictionary) 
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