Department of Agriculture, Trade and Consumer Protection

Permanent Agricultural Conservation Easements (PACE)

(Rev 1/2011)

Easement Appraisal Report Guidelines

Appraisal Report General Guidelines:

These guidelines are for appraisals prepared for the Department of Agriculture, Trade and Consumer
Protection (DATCP) and for cooperating entities (local governments and non-profit conservation
organizations) applying for cost-share under the Department of Agriculture, Trade and Consumer
Protection’s Permanent Agricultural Conservation Easement (PACE) program (Section 93.73, Wis.
Stats.).

Appraisals prepared under these guidelines shall be presented in a narrative report format, meeting
USPAP standards for self-contained or summary appraisals. A "full narrative" report provides a full
description of the subject, market information and appraisal methodology according to USPAP Standards
2-2(a) and 2-2(b). Restricted appraisal reports are not acceptable to the Department of Agriculture, Trade
and Consumer Protection.

Appraisals based on hypothetical conditions will not be approved. A hypothetical condition as defined by
USPAP is a condition that is contrary to what actually exists (known facts).

Appraisals based on extraordinary assumptions may be approved if that assumption can be supported with
data or evidence from the marketplace. An extraordinary assumption is defined in USPAP as an
assumption, directly related to a specific assignment, which, if found to be false, could alter the
appraiser’s opinion or conclusions.

Additional Requirements When Federal Funds are Used:

Cooperating entities may utilize a variety of federal funding programs to finance easement purchases.
Federal policies for contracting, writing and reviewing appraisals vary considerably from program to
program and from year to year. It is important to determine whether federal funding will be involved in
the project and to ensure that the applicable federal requirements for appraisals are fulfilled prior to the
commencement of the appraisal assignment. Some federal agencies have their own appraisal guidelines
which must be followed. The cooperating entity may not always be aware of federal requirements.
Specific requirements for appraisals may sometimes be (but not always) found in the grant contract
between the acquiring agency/organization and the federal agency providing the grant funds.

These issues should be discussed with the DATCP PACE Program Manager, the cooperating entity and
any other party identified as an intended user (such as the federal grant program manager). All parties
should have a clear understanding of the requirements for completing the appraisal prior to contracting for
the appraisal.

Appraiser Selection:

Private appraisers contracted to complete appraisal assignments for Department of Agriculture, Trade and
Consumer Protection conservation easement acquisition projects must maintain a Certified General
Appraisal License with the State of Wisconsin or the appraisal must be co-signed by a Certified General
appraiser licensed by the State of Wisconsin. All appraisers contracted to complete appraisal assignments



must meet the competency requirements of the Uniform Standards of Professional Appraisal Practice
(USPAP) before accepting an assignment. If an appraiser has not completed an appraisal assignment in
the geographical area of the current assignment, then it is strongly recommended that the appraiser
contact the review appraiser prior to commencing the assignment.

If the appraisal report is submitted for a grant of federal money, the appraiser must be a Certified General
Appraiser licensed by the State of Wisconsin and have successfully completed the 16-hour “yellow book”
course (Uniform Appraisal Standards for Federal Land Acquisition) and comply with any other
requirements of the specific federal funding program. The appraiser should have attended a Conservation
Easement Appraisal class or have demonstrated experience writing conservation easement appraisals in
addition to the requirements mentioned above.

Appraisal Project Coordination:

Appraisers must contact the landowner prior to the commencement of an appraisal assignment and invite
the landowner on the inspection of the property. It is also strongly recommended that the contract
appraiser also contact the review appraiser to discuss the appraisal assignment. The cooperating entity
must provide the appraiser with a copy of the proposed easement specific to the appraisal assignment
prior to commencement of the appraisal. If the appraisal assignment is of such complexity, it may be
necessary to also have a joint inspection with the review appraiser, contract appraiser, cooperating entity,
and PACE Program Manager. Complexity may be defined as: partial acquisition assignments where
guestions of the “whole” versus the “subject property” exist, uniquely improved properties, contaminated
sites, assignments where the highest and best use is not clear, etc.

Appraisal Request Format:

Requests for appraisals should provide the following information to the appraiser. The process for completing
this form will help to determine the complexity of the appraisal assignment and the need for on-site inspections.

A. Project Name:

B. Landowner Name:

C. Landowner Address:

D. Landowner Phone Number:

E. Landowner’s Representative:

F. Representative’s Address:

G. Representative’s Phone Number:

H. Any Lessee:
. Lessee’s Address:

J. Lessee’s Phone Number:



K. Appraisal Needs: Agricultural Conservation Easement. Use of Federal Funds? Use of
other funding sources?

L. Legal Description: (Whole)
M. Legal Description: (Subject)

N. Size: (Whole and Subject)

0. Tax Parcel Numbers:

P. Stream or Lake Frontage: Define as meandered or straight-line frontage.

Q. Access:

R. Improvements:

S. Known encumbrances on the subject: (MFL, WRP, CRP, CREP, leases, rentals, etc.)

Attachments: County Map, Plat Map, Air Photo, Topo Map, Deed, Tax Assessments, , copy of the title
search, copy of any deed, easement or other contract that create an encumbrance on the property, a copy
of the proposed PACE conservation easement (delineating the Agricultural and Farmstead Areas) and a
summary of the primary restrictions and allowable uses contained in the easement.

Narrative Appraisal Report:

Appraisals should be detailed and comprehensive, describing the easement to be acquired. The report
should provide the rationale used by the appraiser to reach an opinion of market value and must be
documented by market data that supports the appraiser's conclusions. The form and content of the
appraisal report, including the length and detail, will depend on the nature of the appraisal problem.
Generally, a full narrative report should cover the items outlined below and comply with USPAP
Standards for a Self-Contained or Summary Appraisal Report.

A. Title Page (Cover)
1. Landowner name and geographical location of property.
2. Name of appraiser
3. Date of appraisal report

B. Table of Contents

C. Letter of Transmittal

1. Name of subject property.



2. Ownership identification.
3. Name of appraiser and license or certification number.

4.  Effective date of appraisal: estimated as of the most recent date of personal inspection by
the appraiser unless instructed otherwise.

5. Interest appraised: agricultural conservation easement.
6.  Name of the client contracting for the appraisal.

Certification by the Appraiser. Include statements about the following:

1.  That the appraiser has personally inspected the property and has invited the landowner or
the landowner’s representative to accompany the appraiser on the inspection. If the
landowner or his or her representative does not accompany the appraiser, state why; (for
example, "the owner did not feel it was necessary"). The Department encourages joint
inspections.

2.  That, in the opinion of the appraiser, the estimated market value of the agricultural
conservation easement as of (valuation date) is $

3. That the appraiser has not discussed the property's price or value with the landowner or
landowner's representative. The appraiser should discuss current or past listings and sales of
the subject and area sales, but not the appraiser’s opinions or estimates of the subject's
value or value range.

Purpose and Function. Value being sought and rights appraised. Typically, the purpose of the
appraisal will be to establish the fair market value of the agricultural conservation easement and
to provide the basis for state or federal cost share that may be available to assist with the purchase
of the easement. The appraisal will also assist the client with negotiations and administrative
decisions related to the purchase of the conservation easement..

1. Intended user of the report. The intended user should be identified as the cooperating entity,
the Wisconsin Department of Agriculture, Trade and Consumer Protection and any other
users as required by law or agency policy. The appraiser should ask the cooperating entity
(client) for a complete list of intended users of the appraisal report.

2. Intended use of the report.

Scope. Describe the scope of investigation and analysis undertaken to complete the appraisal.
This should include the geographical area and time span searched for market data, type of data
researched, and extent of verification. (See USPAP Scope of Work Rule, AO-28 and AO-29.)

Summary of Appraisal Problem. Describe the principal problems addressed in the appraisal.
Discuss any special instructions provided by the client. Provide a summary of the subject
property and if it is a partial acquisition, the following must also be included: a description of




what the appraiser is considering the whole property and subject property, and a map clearly
indicating the larger parcel. The following details should be included:

1. Type of ownership and use of both the whole property and subject property.

2. If a partial acquisition, clearly identify the whole ownership and subject property.
Consideration must be given to unity of ownership, unity of use, and physical contiguity.
A "before and after" valuation technique should be used if necessitated by the appraisal
problem. If the "before and after" valuation technique is used, the appraiser must also
appraise the market value of the subject property as an independent parcel.

Note: The lack of a clear discussion on what is the whole property and the partial
acquisition and the need for a before and after valuation is one of the most significant
reasons for rejecting an appraisal during the review process. Please consider this and
contact the review appraiser if you have questions.

3. Describe the type of transaction being appraised: agricultural conservation easement. In
general, the easement will divide the property into a Farmstead Area and Agricultural Area.
Each area is subject to different restrictions and allowable uses.

4.  Brief summary of unique attributes or detriments of the property that may affect value.

5. Availability of comparable sales (including sales with conservation easements) as they
relate to the subject property.

Legal Description. Provide the exact legal description of the property to be acquired. Reference
to a legal description on a deed is not acceptable unless the whole property is being acquired.
Partial acquisitions should include legal descriptions of the larger parcel and the part to be
acquired. The legal description of the Farmstead Area and Agricultural Area should also be
included. If the description will be subject to survey, make that a condition of the value. Include
copies of any surveys, plats, deeds, and other legal descriptions referenced in the subject’s legal
description.

Property Location. Describe the proximity to communities, services, major highways, and other
pertinent features influencing the subject property if any.

Area and Neighborhood Data. This should be a brief market analysis limited to social,
environmental, economic, and physical data pertinent to the valuation of the subject property and
its highest and best use. Include information on trends, land use patterns, and market conditions
if pertinent. Identify elements or factors in the local market that are affecting similar properties.

Property Information

Property Data. If the subject property is part of a larger ownership, the data shall be provided for
the larger parcel, the acquisition, and the remainder.

1. Property size and shape. Include the dimensions of small parcels.




10.

11.

Site. Describe land cover types, use and acreage, soils (include class and limitations for
septic systems and other uses), topography, mineral deposits and merchantable timber (if
any), road frontage and access, water frontage (include frontage distances), easements,
accreted and receded lands, and other pertinent physical characteristics. Include land
improvements such as fencing, ponds, ditches, dikes, etc. Describe wells and private
sewage disposal systems.

Improvements. Describe the type, size, composition, condition and utility of buildings and
other land improvements. Include a footprint of the buildings and indicate if they are
located in the proposed Farmstead Area or Agricultural Area in the easement. (The
appraiser is advised to ask for specific instructions concerning the appraisal of
improvements that may be located on the property. In most cases the appraiser may only be
required to note the existence of the improvements and may not have to complete an
extensive valuation of the improvements in order to complete the conservation easement
appraisal).

Identify and discuss any observed environmental problems concerning wells, septic
systems, underground storage tanks, hazardous waste spills, or other conditions existing on
the property. If none is observed, state so.

Personal Property, Trade Fixtures and Equipment. Describe the type, utility, and condition
and whether they are included in the valuation of the property. (The appraiser is advised to
ask for specific instructions concerning the appraisal of Personal Property, Trade Fixtures
and Equipment that may be located on the property. In most cases the appraiser may only
be required to note their existence and may not have to complete an extensive valuation of
the personal property of the landowner and any lessee in order to complete the conservation
easement appraisal)

Describe the type and quality of the access to the site.

Describe the availability of utilities including telephone, electric, gas, water, sanitary sewer,
etc., including availability in the proposed Agricultural Area of the subject property.

Special amenities or adverse conditions.

Present Use. Provide a brief history of the subject’s current use and if that use conforms to
existing zoning ordinances.

Tax Parcel Numbers, Assessed Values, and Annual Taxes. Indicate the most recent real
estate tax assessment, equalized estimate of full market value, and annual tax load. If tax
exempt, the appraiser should estimate these amounts. Identify if the subject is enrolled in a
Forest Tax Incentive Program or is assessed as special use agricultural lands.

Zoning. Describe the present zoning classification of the subject. Include significant
permitted uses, prohibited uses, and minimum lot size requirements. If shoreland,
floodplain, or wetland zoning affects the subject, this should be discussed. If there is a
reasonable probability of a zoning change, this should be discussed and adequately
supported (e.g., the number of similar zoning changes in the municipality in the recent past



or sales of similar property, which have been rezoned as a condition of sale). Verification
of the likelihood of a zoning change from zoning officials is not adequate to serve as sole
support.

12. History of Ownership. The Sales History shall conform to A-13e of the USFLA.
Appraisers should also review AO-1 of USPAP on this subject. The Department of
Agriculture, Trade and Consumer Protection requires a history of all sales and transfers of
the subject in the last ten years. If none, provide the tenure of the current owner. If listed
with a broker, provide listing information. In the valuation section, analyze any sale of the
subject within the last three years or explain why it is not appropriate. If the subject
property is listed for sale, discuss listing price and analyze this market information. If the
property has been leased or rented, provide a three-year historical lease and rent.

13. Discuss existing easements, encumbrances, land use regulations, and other restrictions
impacting property. If property is under lease or contract, discuss terms and conditions of
lease or contract. Include governmental contracts such as Conservation Reserve Program,
Conservation Reserve Enhancement Program, Wetland Reserve Program, conservation
easements, Managed Forest Law, etc.

Evaluation Analysis and Conclusions

Highest and Best Use. Analysis and conclusion of highest and best use should be discussed. A
public use conclusion of Highest and Best Use is not considered to be a most profitable use.
Therefore, public use is not an acceptable Highest and Best Use. If there is a reasonable
probability of a zoning change, this should be discussed and adequately supported (e.g., the
number of similar zoning changes in the municipality in the recent past or sales of similar
property, which have been rezoned as a condition of sale). Verification of the likelihood of a
zoning change from zoning officials is not adequate to serve as sole support. If the subject
property is part of a larger ownership, the Highest and Best Use of the whole property, acquisition
and remainder should be discussed. Four criteria should be addressed.

1. The use must be physically possible.
2. The use must be legally permissible.

3. The use must be economically feasible, appropriate, and supported by demand. It should
maximize productivity.

4.  The use must be profitable.

Appraisal Approaches to Value. Each of the three approaches to value must be considered. The
appraisal problem at hand will dictate those approaches best suited to logically support a market
value estimate. The Sales Comparison Approach will be completed for all appraisal assignments.
The appraiser should discuss the reason for selecting the approach(es) used in the valuation
process and the reason for rejecting any of the approaches.

1. The Sales Comparison Approach is based on an analysis of recent sales of comparable
properties and other market data. The sales comparison approach is considered the most




desirable method of valuation. Market sales nearby, comparable to the subject, and recent to
the date of appraisal are the best evidence of market value. All comparable sales must have
the same economic highest and best use as the property under appraisal. However, the other
approaches may be useful in supporting the value conclusion and for allocation purposes.
Sales to the Department or other units of government are not considered acceptable sales.
Sales to non-profit organizations are generally considered to be unacceptable, except as
supporting evidence.

The Sales Comparison Approach should include:

a) A complete description of comparable sales cited in the analysis. Generally, include
a description of each sale similar to the subject property description factors outlined
previously. This data can be presented on a form selected by the appraiser and
inserted as an addendum. Discuss extent of market search including areas searched
and data sources. If sales are not current, discuss lack of sales and use of older sales
data. Include the following:

1)  Grantor and Grantee names.

2)  Full legal description from deed or transfer return. Copies of any plats, surveys,
or deeds referred to in the sales’ legal descriptions should be included.

3)  Date of sale, recording data (volume and page), and type of instrument.
Provide and analyze the terms of any other-than-cash-at-closing financing
arrangements, and make appropriate adjustments to the sale price.

4)  Sale price, financing terms and/or conditions including personal property, if
any, and buyer motivation. All sales must be "arms-length transactions."

5)  Verification by grantor, grantee, or other party with direct knowledge of the
transaction (e.g., broker or attorney). Should include information on marketing
of the property including broker involvement, listing price, circumstances of
sale, and how price was established. The name of the person contacted shall be
provided.

6) A brief description of the sale property including location, size, soil types,
topography, road frontage, access, water frontage, mineral deposits,
merchantable timber, cover types, improvements, utilities, and zoning.
Indicate intended use by grantee.

7)  Date of sale inspection by appraiser.
8)  Highest and Best Use (must be similar to subject).
9)  Captioned photographs of each sale. Aerial photographs with property

boundaries outlined should be utilized for vacant land sales five acres and
larger.



b)

d)

9)

h)

A minimum of three verified sales that are as recent as possible shall be cited. These
should be the most recent, similar, and proximate arms length sales available. If
older than three years, the appraiser should explain the reason for using the sales as a
basis for comparison. Competitive listings may be cited as additional support. The
appraiser must discuss the extent of his/her market analysis including a definition of
the market area, quantity of sales examined, and market data source. Before use of a
sale involving a government agency, municipality, land trust or non-profit
conservation organization, the appraiser is required to contact the review appraiser.

An identification of the significant elements of value for the subject and sale
properties. A pairing of sales may provide a quantification of the value differences
attributed to specific elements of value. Quantitative adjustments are strongly
preferred. Single adjustments greater than 25% or net adjustments greater than 25%
should be fully explained and supported. Qualitative adjustments may be used, but
must follow USFLA standards. Appraisers must bear in mind that quantitative and
gualitative adjustments are not mutually exclusive methodologies. Because one
element of adjustment cannot be quantified by market data, this does not mean that
all elements of adjustment must be qualified. All factors that can be quantified
should be adjusted accordingly.

A direct comparison of the sales with the subject. Discussion should focus on the
principal elements of value. A clear, concise market comparison should lend itself to
concluding a value through the market approach. The use of a grid (and tables, charts
or graphs) to augment the narrative can be very effective and is strongly
recommended.

Explain any adjustments made to the sales. Each adjustment should be discussed and
supported. The larger the adjustment, the more detail needed in the explanation and
support narrative.

An analysis of the last sale of the subject if it occurred within the past five years. If
the last sale of the subject occurred within five years and is not analyzed, explain
why not.

If the subject is presently listed for sale, provide the listing price and analyze this
information.

The sales selected should bracket the value of the property both before and after
adjustments.

A conclusion of value from the market approach. The discussion should present the
reasoning behind the final value.

Note: Provide adequate explanation if the sales do not bracket the estimated value for the
subject both before and after the applications of the adjustments, any sale is older than 3
years, there are no current year sales, sales are over 10 miles from the subject or any single
adjustment exceeds 25%.



2. The Cost Approach estimate of value, if relevant and reliable. The cost approach is most
applicable to improved properties with minimal depreciation or special purpose properties
and is not likely appropriate for the PACE program. Any decision to use the cost approach
should be discussed with the review appraiser and PACE Program Manager prior to
completion of the assignment.

3. The Income Approach estimate of value, if relevant and reliable. A value estimate by the
income approach shall include adequate factual market data to support each figure and
factor used and shall be arranged in detail form. The income approach is not likely
appropriate for the PACE program. Any decision to use the income approach should be
discussed with the review appraiser and PACE Program Manager prior to completion of the
assignment.

Reconciliation of Approaches and Final Estimate of Value. One of the final steps in the analyses
and conclusions portion of the report will be a narrative correlation of the indications of value
into a final estimate of value. When only one approach is used, the correlation will serve as:

1. A summary of the most pertinent data from that particular approach.
2. The appraiser's final conclusions of market value of the agricultural conservation
easement.

When correlating two or three approaches, take into account the type of property in relation to the
adequacy of the data processed in each approach. This summary should explain the strengths and
weaknesses of each approach and influence the weight to be given each one. In most instances the
estimation of the value of the whole solely by adding together the individual values of the various
estate or component parts is not an acceptable practice.

Do not obtain a final estimate of value by averaging the individual indications. Instead, examine
the quantity and quality of data available. Place the greatest emphasis on the approach that most
reliably reflects local thinking and marketability. Then consider tempering this estimate with any
reliance placed on the other approaches. Make a final estimate of market value. Final values
should be rounded. Provide an allocation of the final estimate of market value among the
following:

1. Land or land rights.

2. Improvements: allocate a dollar amount to each improvement. (The appraiser is advised to
ask for specific instructions concerning the appraisal of Personal Property, Trade Fixtures and
Equipment that may be located on the property. In most cases the appraiser may only be
required to note their existence and may not have to complete an extensive valuation of the
personal property of the landowner and any lessee in order to complete the conservation
easement appraisal)

3. Personal Property: equipment, trade fixtures, etc. (The appraiser is advised to ask for specific
instructions concerning the appraisal of Personal Property, Trade Fixtures and Equipment that
may be located on the property. In most cases the appraiser may only be required to note their
existence and may not have to complete an extensive valuation of the personal property of the
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4. Severance Damages. (The appraiser is advised to ask for specific instructions concerning any
Severance Damages. Generally, Severance Damages will not be relevant to the assignment).
0. Statement of Limiting Conditions and Critical Assumptions. If there are no limiting conditions or

critical assumptions, state so.

P. Exhibits and Addenda. Include maps, plats, photographs, sale data forms, and other supportive

information as needed. A subject aerial photo, subject location map, and sale data sheets are
often placed in the body of the report. Other items typically appear as addenda. At a minimum,
include the following:

1.

8.

9.

Maps of the subject property, section map or tax parcel map, or similar. ldentify the location
of any improvements. Include zoning maps. Other maps to consider for inclusion if pertinent
to the valuation problem include soils maps, floodplain maps, wetland zoning maps, and
topographic maps.

A copy of the proposed agricultural conservation easement and a summary of the major
restrictions and allowable uses contained in the easement.

Location map(s) of subject and sales such as county, town, city or village.

Photographs of the Subject. Include both aerial and ground level photographs. Ground level
photographs should include exterior (major improvements) photos of each improvement of
value and the property's important physical features (water frontage, cover types, road
frontage, etc).

Documents and survey maps referenced in the subject's legal description.

A sketch showing the layout or footprint of the buildings and improvements on the site.
Comparable sale information Include captioned photographs of each sale. Photographs shall
include the improvements and important physical features. An aerial photo is acceptable if
access to the sale is difficult and the sale is vacant land. The aerial photo should be of
sufficient quality to distinguish various cover types, water features, and accesses. The sale
boundaries should be clearly indicated on the aerial photo. A town map identifying the sale
boundaries should be provided.

Timber cruise data if available.

Survey maps of subject and sales when required to ascertain property location.

10. Qualifications of the appraiser.

Appraisal Report Update Guidelines:
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An update of an appraisal is discussed by USPAP in (AO-3) as the current appraisal of a property that
was the subject of a prior assignment. Update appraisal assignments are required to follow the guidelines
for development and reporting as described in AO-3.

The updating of a previous appraisal assignment requires the re-inspection of the subject property.

Internet Resources for Easement Appraisals:

Federal Appraisal Guidelines:
http://www.usdoj.gov/enrd/land-ack/yb2001.pdf

USPAP Appraisal Guidelines
http://www.uspap.org/2010USPAP/toc.htm

IRS Publication 561, Determining the Value of Donated Property
http://www.irs.gov/pub/irs-pdf/p561.pdf

IRS Form 8283, Donee Information Return
http://www.irs.gov/pub/irs-pdf/i8283.pdf
http://www.irs.gov/pub/irs-pdf/f8283.pdf

IRS Publication 526, Charitable Contributions
http://www.irs.gov/pub/irs-pdf/p526.pdf

IRS Publication 561, Determining the Value of Donated Property
http://www.irs.gov/pub/irs-pdf/p561.pdf

IRS Federal Codes on Easements:
http://www.wildlaw.org/easements/TreasReg1-170A-14-a-d.html
http://www.wildlaw.org/easements/IRC170h.html

Internal Revenue Code §170(h)

Qualified Conservation Contribution / 491

Qualified Conservation Contributions / 494
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