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Office of Government Information Services 
National Archives and Records Administration 
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College Park, MD 20740-6001 

E-mail: ogis@nara.gov 
Web: https: //ogis.archives.gov 
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Albuquerque, New Mexico, 87109. 
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C~/1 l i (Jiiq,k_,;· 
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FOIA Officer, OST 
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POLICY 

The general policies and standards for real estate appraisals outlined herein will apply to all real estate 
transactions affecting real property under, or to be taken under, jurisdiction of the Bureau of Indian 
Affairs. The exceptions to this are transactions involving fee patents, removal of restrictions, and 
certificates of competency. 

Prior to the final approval of any transactions involving real property or any merchantable interests 
therein, detailed appraisals will be prepared, clearly setting forth the particular interest to be conveyed 
and the interest's estimated fair market value and/or fair market rental as of the date of valuation. 

PURPOSE 

The purpose of the Real Estate Appraisal Handbook is to prescribe minimum standards for Bureau 
appraisals in order to ensure compliance with the Uniform Relocation Assistance and Real Property 
Acquisition Policy Act of 1970, as amended, (49 CFR § 24.103 ), the Uniform Appraisal Standards 
for Federal Land Acquisitions (UASFLA), and the Uniform Standards of Professional Appraisal 
Practice adopted by the Appraisal Foundation (12 CFR § 34 C). The requirement for preparation 
of supportable estimates of value in appraisal reports is to afford an impartial protection of the 
common welfare in a manner that will avoid all valid criticism and to specifically protect the interests 
of the tribe, the individual, and the Government by presenting factual evidence of equity in .all real 
estate transactions. 

The policy set forth herein recognizes the Bureau's obligation as trustee to protect the rights inherent 
in the ownership of property in all such transactions which are under its jurisdiction, including the 
appropriation of private property for public use, and to insure fair and just compensation in such 
actions. 
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CHAPTER 1 

Format and Techniques 

Bureau appraisers should adapt the following fonnat and techniques to the particular requirements 
of the assignment. The breadth and detail of a report will depend on the scope of the appraisal 
problem. 

In the preparation of a typical appraisal report involving a single tract, Bureau appraisers will 
generally follow the sequence and content of Parts I through V, unless inconsistent with the appraisal 
standards set forth in the Uniform Relocation Assistance and Real Property Acquisition Policies Act 
of 1970, as amended, the Uniform Appraisal Standards for Federal Land Acquisitions, and the 
Uniform Standards of Professional Appraisal Practice, or unless otherwise instructed by the Chief 
Appraiser. Chapter 1 covers general techniques applicable in the preparation, documentation, and 
reporting of various Bureau appraisals. Chapters 2 through 5 present basic techniques used in 
detennining highest and best use and in applying the three approaches to value. 

These standards do not represent an attempt to cover all issues that might confront Bureau appraisers; 
therefore, they should not be construed as rigid rules which must, in every instance, be applied 
without modification. In order to ensure that the specific appraisal problem is adequately addressed 
and that the appraiser's final conclusion of value is defendable, unique appraisal problems may require 
modification of procedures and/or report format. Therefore, Area Chief Appraisers should modify 
these standards to meet their program needs. In making such modifications, consideration should be 
given to the comparative cost of the appraisal services and the anticipated value of the property as 
well as the anticipated complexity of the valuation problem. Under no circumstances, however, may 
appraisal standards be set at less than the minimum requirements under the Uniform Standards of 
Professional Appraisal Practice and the Uniform Relocation Assistance and Real Property 
Acquisition Policies Act of 1970, as amended; and, nothing in this handbook should be construed as 
diluting existing appraisal standards identified in 52 BIAM and its supplements. 

These appraisal standards are not intended to establish a required appraisal report fomiat. The 
following should be considered a standard for appraisal report content and documentation, subject 
to the preceding exceptions, and should be considered only as a recommended guideline in regard to 
report format. 
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Part 1- Introqu,c...tj.{Ln=··=· =================== 

• Title Page. The title page identifies: 

• 

• Type of Report 

Report Fonnat 

• Property Name and Identification 

Address, or Location of Prope1ty 

• Name and Address of Client 

• Name and Address of Appraiser( s) 

• Effective Date of the Valuation 

• Date of Report Preparation 

Table of Contents. The table of contents identifies the page numbers of the 
various sections and subsections of the report. 

• Summary of Salient Facts and Conclusions. Complex appraisal problems 
require more detailed summaries to adequately inform readers. Normally, the 
summary of salient facts and conclusions has the same organization as the appraisal 
report, briefly identifying: 

• Ownership 

Legal Description 

Property Location 

Purpose of Appraisal 

Function of Appraisal 

Property Rights Appraised 
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, 

• Effective Date of the Valuation 

• Date of Report Preparation 

• Date of Inspection 

• Brief List of Improvements 

• Highest and Best Use 

• Estimates of Value 

• Value indicated by the Sales Comparison Approach 

• Value indicated by the Cost Approach 

• Value indicated by the Income Approach 

• Final Vallie Estimate 

• Location Map. 

• Photographs of Subject . 

• Assumptions and Limiting Conditions. These statements afford protection 
to the appraiser and inform users of the report. 

• State assumptions and limiting conditions succinctly. 

Emphasize special assumptions and limiting conditions in the letter of 
transmittal and in the value summary section of the appraisal report. 

Assumptions and limiting conditions should be germane to the 
appraisal at hand, i.e., "boilerplate" language should be avoided. 

• Acknowledgment and/or Coauthor~hip. The appraiser should acknowledge 
assistance received by others, i.e., persons who helped in the analysis, conclusions, or 
opinions concerning the final estimate of value should be acknowledged as coauthors. 
This section is optional, since acknowledgment and/or coauthorship is also included 
in the Certification section. 



fJJJ:t}l w F qctual P1/1lJ -= ·= == 

• Property Identification. The property's location, distances to nearest 
population centers, size, and classification should be mentioned, e.g., "45,759 acre 
ranch, 107 miles southwest of Albuquerque, New Mexico." 

• Legal Description. The legal description is given. If extensive, it should be 
placed in the addenda and readers referred to its location. 

• Appraisal Objective. The appraisal objective informs readers of the purpose and 
function of the report. The appraiser, in consultation with the client, identifies the 
appraisal's purpose, while the client indicates the intended use or function of the 
report. 

• Purpose of Appraisal. Explain the purpose of the appraisal. Define the value 
sought. Identify the property rights to be appraised and the effective date of the 
appraisal. 

• The value most commonly sought is market value. This and other 
values are defined in an addendum. 

• If less than the fee simple estate, a statement substantiating the 
interest(s) appraised and residual property rights is required. If 
appraising an easement, a reference setting forth the nature of the 
encumbrance and the rights remaining should be included. 

• Function of Appraisal. Identify the intended use of the appraisal. Typically, it 
is to provide a basis upon which negotiations for acquisition and exchange are 
initiated, upon which life use reservations are estimated, or upon which sale and other 
management decisions are considered. 

• Definition of Value. A precise definition of the value sought should be provided. 
When estimating market value, the appraisal should state whether the estimate is 
expressed in tetms of cash, terms equivalent to cash, or other precisely specified 
terms. 

• Scope of Appraisal. The extent of the process in which data are collected, 
confirmed, and reported should be discussed. The appraiser should summarize the 
extent of his/her investigations and the analysis undertaken. The appraiser should 
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also briefly describe the geographic area, market factors, and the valuation process 
relied on in the conclusion of value. 

• Property Rights Appraised. The particular rights or interests being valued are 
identified. 

• Effective Date of Appraisal. Appraisal assignments may call for estimating 
current value or value at some other point in time. Stating the date of valuation 
accurately is essential for proper use and interpretation of the report. The effective 
date of appraisal establishes the context for the value estimate. 

• Date of Report. The date of report indicates the perspective from which the 
report is prepared. 

• Date of Inspection. The date the appraiser inspected the subject property, as 
well as all dates of field work, should be indicated. As appropriate, include a 
statement explaining whether the owner accompanied the appraiser on the inspection. 

• Area and Market Description. In the analysis of value influences in market 
areas, the following four influences are considered: social, economic, governmental, 
and environmental. The analysis should clearly and concisely demonstrate trends, 
growth, real estate patterns, and market conditions. The appraiser's conclusions 
pertaining to significant trends in the local market should be premised on local 
thinking and marketability. The appraiser must identify the most significant elements 
of value affecting the market. Such elements may include time, size, location, 
accessibility, productivity, aesthetics, etc., i.e., anything which significantly affects the 
value of similar real estate in the local market. An early awareness of these elements 
helps to eliminate superficial material and clutter and allows the reader to follow the 
report to the conclusion of value. This information is a prelude to the analysis 
section. Avoid parallel coverage of market data that will be elaborated on within the 
highest and best use analysis or valuation discussions. Effective initial identification 
of market influences facilitates clear and convincing subsequent conclusions. 

• Property Description. The more significant factors addressed under Property 
Description are identified below. The discussion should allow for an orderly 
transition from one topic to the next. The topics listed below are not inclusive of all 
areas that may require addressing. 

• Site. The following should be described: the quantity, quality, and/or 
utilization of land cover types, soil classifications, topography, 
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mineral rights and deposits, leases, permits, access, utilities, 
easements, floodplains, tidelands, overflow, meandered, accreted and 
relicted lands, crops, and other pertinent physical characteristics. A 
statement must be made as to the commercial value, oi· absence of, 
minerals and timber on the site. If a timber cruise has been completed, 
the cruiser's name, plot data, species, and volumes should be included 
to support the timber value. Detrimental or hazardous 

factors on the property, e.g., odors, undesirable land uses, 
contaminants, noxious weeds, etc., should be identified. 

• Improvements. The following should be described, by narrative or 
schedule forms: the type, original and present utility, dimensions, 
composition, physical condition, actual and effective age, renovation, 
etc. of building and/or major structural land improvements, e.g., 
ponds, dams, reservoirs, irrigation systems, etc. All site 
improvements, e.g., fencing, stock ponds or wells, ditches, dikes, etc., 
should be described. In those instances where the appraiser will be 
l:!Sing the cost approach to value, comprehensive descriptions and 
analysis of the quality and condition of the improvements are required. 
This information can preface the cost approach. 

• Equipment. The following should be described, by narrative or 
schedule form: all types of equipment, including utility, condition, 
obsolescence, and repair or replacement requirements. Questions 
regarding whether equipment is to be treated as real or personal 
property should be directed to appropriate legal counsel. Specialty 
equipment, if outside the realm of the staff appraiser, should be valued 
by a suitable equipment valuation expert. 

• History. A three year sales history of the property being appraised 
should be presented. It should include any offers to buy or sell and 
the conditions and purpose of recent sales. Parts of this discussion 
may be detailed later within the analysis or addenda sections of the 
report. Note: Appraisals subject to the Uniform Appraisal Standards 
for Federal Land Acquisitions require a 10 year sales history. 

• Assessed value and annual taxes. (If applicable.) The current 
assessment and dollar amount of annual real estate taxes should be 
identified. If the property is not truced, the appraiser should estimate 
the assessment as though it were placed on the tax roll. The rate and 
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dollar amount of the tax estimate should be stated. If any additional 
tax information is required, it should be included here, referenced as 
an exhibit, or provided in the addenda. 

Zoning. (If applicable.) The present zoning for the subject should 
be described. A reasonably probable changes that may influence 
value, e.g., a change in zoning and/or tribal land use codes, should be 
discussed. Any other land use or environmental regulations that may 
affect the property, e.g., deed or plat restrictions and/or subdivision 
regulations should be discussed. If appropriate, any effects of 
nonconforming use on the property 'should be discussed. The 
appraiser must exercise care when justifying his/her conclusions as to 
the probability of rezoning with regard to project influence. If 
rezoning is evident, discuss it in detail in the highest and best use 
section of the appraisal report. 

Part Ill - Data Analysis and Conclusions 
= 

The data analysis and conclusions portion of the report is used to lead the users through the logical 
sequence of steps the appraiser completes in the process of formulating an opinion of value. 

• Highest and Best Use. Highest and best use conclusions should be related to 
information presented in preceding and succeeding sections of the appraisal report. 
The appraisal report should always include a definition of highest and best use and 
convey the following ideas: 

• Highest and best use conclusions are the foundation of the appraisal 
and the appraisal report. 

Highest and best use conclusions must be consistent with conditions 
in the pertinent market. Market behavior must be understood to 
develop the concept of highest and best use. 

• Highest and best use conclusions form the foundation for application 
of the three approaches to value, development of the reconciliation, 
and selection of the final value. 
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In determining the highest and best use of a property, as if vacant and as improved, 
four criteria must be addressed in the appraisal report. TI1e highest and best use must 
be: 

• Legally Permissible. The use must be legally pennissible 
considering tribal, public, and private restrictions. Any possibility 
andJor likelihood of change in what is legally pennissible should be 
discussed. 

• Physically Possible. The· use must be physically possible 
considering the size, shape, soil, and terrain of the property. 

Financially Feasible. The use must be financially feasible by 
producing returns greater than operating expenses. Probable uses 
expected to produce a positive return are regarded as financially 
feasible. 

Maximally Productive. The maximally productive use is the 
financially feasible use producing the highest price or value consistent 
with the rate of return warranted by the market. 

This use may either be some existing use on the date of valuation or one which the 
evidence shows was so reasonably likely in the future that the availability of the 
property for that use would have affected its market value on the date of valuation. 
Report the highest and best use of vacant tracts assuming they will be developed to 
their highest and best use. Decide the as if vacant highest and best use of an improved 
property by using the four criteria to evaluate how the property would be used if 
existing improvements are removed. Decide the as improved highest and best use by 
using the four criteria to identify how the property would be used if the existing 
improvements are not removed. 

• Appraisal Process. This section is used to present the mechanics and theory of 
the appraisal process, particularly the rationale underlying the three approaches to 
value. Discuss the steps followed in the appraisal analysis. Indicate why certain 
approaches to value were used while others may have been excluded. 
Traditionally, the following three approaches are used to estimate market value: 

• the Sales Comparison Approach; 

• the Cost Approach; and 
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• 

• the Income Capitalization Approach. 

The data used in support of these approaches will come from the marketplace and will 
be clearly supported by factual evidence. Cost and income data obtained from other 
sources must be adequately identified and verified before being used to support 
valuation conclusions. 

Appraisals are based on one, two, or all three approaches to value. The scope of the 
appraisal problem will dictate those approaches best suited to logically support a 
market value estimate. Only those approaches which materially contribute to a proper 
valuation should be used. Each approach used must conclude with the appraiser's 
estimate of value for the property appraised: 

Techniques in the application and presentation of the three basic approaches to value 
are detailed in Chapters three through five of the Uniform Appraisal Standards for 
Federal Land Acquisitions and recognized professional appraisal manuals and 
textbooks. 

Reconciliation and Final Estimate of Value. The reconciliation is used to 
lead the report users to the appraiser's final estimate of value. The interdependence 
of the three approaches and the limitations of each approach for the appraisal problem 
are examined. The quantity, reliability, and sensitivity of the data used in each 
approach, the reliability of the value indication for each approach are weighed. The 
factors that make one of the approaches provide a better value estimate than one or 
both of the other approaches are identified. The final value estimate is presented as 
a point of value, a range of values, or a single figure within a range. 

When only one approach is used, the reconciliation serves as both a summary of the 
most pertinent data of that particular approach and the appraiser's final estimate of 
value. 

When reconciling two or all three approaches, the type of property in relation to the 
adequacy of the data presentedin each approach is taken into account. This summary 
explains the strengths and weaknesses of each approach and the weight given to each. 

Certification and Signatme. Each appraisal report must include a signed 
certification of the appraiser's final opinion of value indicating the effective date of the 
appraisal. The purpose of the certification is to attest that the appraisal is being 
prepared in a professional, <;>bjective, and ethical manner. Each written appraisal 
report must contain a signed certification that is similar in content to the statement 
from USPAP Standard Rule 2-3. 
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If a report is prepared by a trainee working with a journeyman appraiser, or by more 
than one appraiser, a cosignature is applicable. Cross reference is made to either the 
Acknowledgment and/or Coauthorship and Certification sections. The reviewer's 
individual certification follows the review comments. 

fuctlV - Exhibits gndlor Addenda 

Ideally, all maps, plats, photographs, and exhibits should be included in the body of the repo1t as a 
visual aid and/or to a~sist the reader, However, pertinent information that may clutter the report, yet 
is needed in the valuation process, can be referenced and placed in the addenda. Detailed data and 
information that are too lengthy for the report body, e.g., legal descriptions, zoning regulations, and 

statistical data, should also be included in the addenda. The items identified below can be considered 
for inclusion in t~is section of the report: 

• Maps. A subject map, location map, comparable sales map, floodplain map, coastal 
zone map, earthquake hazard map, etc. may be included in the addenda when it is 
impractical to put them in the main body of the report. All maps should include a 
north arrow and proper identification of the property being appraised. Additional 
considerations may include: 

• Subject Maps - identifying the boundaries in the before and after 
conditions. 

• Location/Comparable Sales Maps - at a sufficient scale to display the 
property being appraised, comparable sales, and the general vicinity. 
Maps will show the boundaries of sales in a way that allows a reader 
orreviewer to easily locate them in the field. 

• Other Pertinent Data. 

• Sales data sheets 

• Prope1ty and vicinity statistical data 

• Information for administrative or negotiation purposes · 

• Detailed soils descriptions 

- 10 -



• Detailed County, State, and Federal zoning ordinances 

• Conveyance deeds of subject and sales 

• Appraiser's Qualifications. Each appraisal report must include a statement as to 
the qualifications of the appraiser(s). 

Supervised Sales 
• 
The function of the appraisal report in the supervised sale procedure is to serve as a guide to the 
administrator and the Indian owner in their decision as to whether the fair market value of the 
property is indicated by the bidding. Real property, although fairly priced, does not of necessity sell 
immediately when exposed to the open and competitive market. This fact is recognized in the 
accepted definition of market value which allows a reasonable time for exposure in the open market 
to find a purchaser who buys with knowledge and acting in what they consider their best interest. 
In the final analysis, the decision of what is a reasonable time is an administrative determination. This 
exercise of administrative prerogative is vital to the proper operation of real estate activities. Such 
decisions must also be the basis for the sale of property in cases where the advertised bid process has 
not produced a bid equal to the appraised value, but bids have been received which do not appear 
inconsistent with the appraisal. 

The appraisal of real property for negotiated sales does not vary materially from any other market 
value appraisal. CFR 25 § 152.25 relates the specific requirements to convey title under negotiated 
sales, gifts, and exchanges of trust or restricted lands. 

[Ixchanges 

Appraisals to for. proposed exchanges will of necessity be given the same considerations as appraisals 
for any other purpose. Many exchanges are motivated by individual desires or preferences. Such 
intangibles may not be considered as imputing value to the real estate involved. The appraiser will 

· set forth only those factual evidences of value found in open and competitive markets. 
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The appraisal of real property for the purpose of indicating equity in partition is often a highly 
complex problem. Plottage usually must be given primary consideration. The appraiser should be 
ever cognizant that the disturbance of plottage as a result of severing ownership may diminish the 
value of the whole property. To be of maximum service, the appraisal report should indicate the 
value of the whole, the value of the individual parcels proposed, and alternative suggestions by which 
equity may be reached in partitioning the subject property. 

·Leases 
·e--

The Bureau must ensure that the tribe/individual receives fair market rental for the use of their trust 
property. It is generally accepted that fair market rental of property is the amount which in a 
competitive market a well informed and willing lessee would pay and a well infonned and willing 
lessor would accept for the temporary use and enjoyment of their property. 

In preparing lease appraisal reports, the appraiser's primary responsibility is the estimate of fair 
market rental consistent with current standards of the market. Bearing in mind that the appraiser 
looks to the future for benefits arising from ownership (or use and possession), fair market rental 
must be measured by the highest and best use of the property, i.e., the reasonably probable and legal 
use, of vacant land or an improved property, which is physically possible, financially feasible, and that ~' 
results in the highes\ value. 

• Agricultural Leases. The Appraiser must identify the type of lease most likely 
to facilitate the property's highest and best use. Each lease problem must be analyzed 
for its peculiarities. Developmental leases generally require individual concessions 
to meet investment demands. Agricultural leases are usually based on the premise that 
a ground lease reduces the risk of crop failure, drought, etc., to the lessor; also, that 
the monetary advantage .apparent in the gross percentage plus basic ground value 
loses its desirability in the demand it makes on the owner for lease management, 
verification of crop production figures, etc. The basis upon which the appraiser's 
estimate of market rent is premised should be fully discussed in the appraiser's report. 

In many instances, answers to the above will be obvious, for example, as in the case 
of absentee owners who would have no practical opportunity to properly operate a 
crop share or percentage lease. To assist administrators, the Area Chief Appraiser's 
recommendations and conclusions should be clearly set forth in a memorandum 
separate from the appraisal report. 

- 12 -



Where the temporary use of property is proposed, the appraiser will ordinarily report 
both the market value of the fee simple title and the fair market rental value, in 
addition to the estimate of rental for the temporary use. 

Long-term development leases usually present a complex and intricate appraisal 
problem. The appraisal report must be adapted to meet the individual situations 
presented by these cases. In instances where the lessor is to provide for amortization 
of the cost of the improvements by allowing a rental reduction credit to the lessee, the 
report should include an estimate of the market value of the property before and after 
the improvements are developed to allow the administrator to compare the 
enhancement in value with the cost of effecting the improvements. 

A summary of essential facts will ordinarily be sufficient to support fair market rental 
estimates on short-term (5 years, or less), average type agricultural or grazing and 
pasture leases. Often, the valuation of a number of similar tracts can best be treated 
by gross appraisal techniques. 

A sound rental value can ordinarily be estimated by direct comparison with established 
rentals of comparable properties in the market area. However, care should be 
exercised to ensure the reasonableness of the reported rental value. In selecting 
comparable rentals, the appraiser should avoid relying solely on rentals established 
under captured or distorted market conditions or agency production estimates. 
Conversely, it is incumbent upon the appraiser to select examples of evidence of value 
from investigation of open and competitive lease rentals established for similar 
properties held in unrestricted status. The local custom of comparative rental unit is 
of major significance; for example, in the case of pasture prices, the comparative unit 
may be either animal-unit-month (AUM), a cow-year Jong (CYL), or per acre. 
Volume and gross profits should be indicated to support the rental estimates. 

• Business Leases • Commercial, Industrial, and Residential. Appraisals 
of lease interests in developed and undeveloped commercial, industrial, and residential 
trust properties are extremely challenging undertakings. A myriad of property types, 
with numerous complex legal and financial interests, can be involved; for example, at 
one Bureau field offi~e, administrators request appraisals of lease interests involving: 

Shopping Centers ....... Hotels/Motels ...... Office Buildings ...... . 

Automobile Dealerships .... Service Stations/Convenience Stores ..... . 

Restaurants ... Apartment Complexes ... Condominium Developments .. 
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Single-Family Residential Subdivisions ..... Estate Subdivisions 

Country Clubs .... Championship Golf Courses, etc. 

• Leasehold a.nd Leased Fee Interests. Leased fee and leasehold estates may 
be independently evaluated by discounted cash flow analysis or as residuals. In order 
to quantify defendable capitalization rates for these analysis, a thorough investigation 
of the rates of returns applicable to pertinent submarkets and competitive equity 
investments is required. 

Valuations involving leasehold and leased fee interests are among the most complex 
and demanding problems faced by Bureau appraisers. In any market area, valuations 
of lease interests are complicated; but, when commercial, industrial, and residential 
lease interests encompass Indian tmst lands, the complexities of required analysis are 
compounded by the following special factors: 

• The tmst management tool of ground leasing is most often atypical of 
local market standards; and, 

There can be significant differences between allowable land uses under 
tribal/individual tmst ownership compared with pexmitted land uses 
under ownerships subject to all State and local zoning regulations. ''"" 
These comparative regulatory differences can create opportunities for 
Indian tmst lands to effectively hold monopolies on certain types of 
local land uses. In such situations, comparable market data is 
extremely difficult to identify; consequently, formulation of valuation 
analysis becomes especially demanding. 

The appraisal of interests under complex development and redevelopment leases 
requires specialized analysis and seasoned professional judgement; consequently, 
Area Chief Appraisers must ensure that: 

• Bureau staff appraisers keep up to date with evolving analytical 
techniques applicable to the valuation of commercial, industrial, and 
residential lease interests, and 

• That contract appraisers selected to appraise these interests are 
indisputably qualified. 
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Assemblage 

In cases where multiple allotments are assembled for development purposes and no unity of 
ownership exists, each allotment should be appraised separately based on their highest and best use 
when there is no change in the highest and best use after the assemblage. Property values are 
typically diminished due to assemblage of a larger parcel if no change in use occurs and there is an 
inverse relationship between price and size in the market, e.g: the larger the size - the lower the unit 
value. When a change in highest and best use occurs after the assemblage, the whole unit should be 
appraised based on the after highest and best use to determine plottage value, i.e., several agricultural 
tracts are assembled for a large scale, commercial development in which the assemblage allows for 
a higher intensive use. 

Gifts 
= 

The purpose of the requirement for appraisal of real estate which is offered by the owner as a gift or 
grant, as provided for by regulation, is to offer factual evidence of the value involved. It is essential 
that the person making the gift be informed of all the values attendant to that gift. The appraisal 
documentation required for this type of transaction will of necessity be governed by the complexities 

. of the interest to be conveyed, such as life estates, etc., and with the values of these interests. 
Usually, a memorandum of opinion of value or a consultation statement can be adapted to present 
sufficient evidence of value to afford a basis for decision and appropriate action. 

fµtent in Fee. Remor.gl of Restrictions1 and Certificate <21 
Competency 

The issuance of a patent in fee, removal of restrictions, or certificate of competency recognizes the 
ability of the individual making the request to prudently conduct their business affairs. In general, 
these normal procedure cases should be handled by a letter. The information to be furnished is in the 
nature of an inventory of the characteristics of the property. The suggested letter should set forth 
clearly that the examination has been cursory and the valuation mentioned, while not specific, is a 
reflection of average values of properties having similar characteristics. 

The multi-parcel appraisal report (also known as the mass or gross appraisal report) is a very efficient 
way to present value estimates of many individual ownerships of homogeneous lands. Multi-parcel 
appraisals are most appropriate when: 
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• All parcels are in the same geographical area. 

• All parcels are vacant. 

• All parcels have a similar highest and best use. 

• All parcels can be valued by the same method using the same market data. 

Multi-parcel appraisals basically consist of the introduction, factual data, and analysis common to 
all properties and individual parcel summaries: 

• Introduction, Factual Data, and Analysis. Parts I, II, and ill, as prescribed 
for the basic appraisal report, are incorporated into the multi-parcel appraisals with 
emphasis on relating all matters to several tracts versus a single ownership. 

• Individual Parcel Summaries. Each parcel appraised should have an 
individual summary of salient facts and conclusions (See Part I above - Summary of 
Salient Facts and Conclusions). All 11 summary items should be included on each 
individual parcel summary. Individual summaries will assist the user of the report 
when dealing with specifics of one ownership, without revealing information on other 
ownerships . 

., 

Limited Appraisal Assignment 
. 
The highest level of reliability in real property appraisals is a complete appraisal performed without 
invoking departure provisions. However, several types of limited appraisal assignments allow for 
different levels of reliability. Such assignments invoke departure provisions and have varying levels 
of dependability. Both appraisers and users of reports must realize that, as the degree of departure 
increases, the corresponding level of reliability of the limited appraisal decreases and the user accepts 
a higher level of risk. 

The Bureau may request a limited appraisal assignment after determining that a complete appraisal 
is not required for the matter at hand or when the purpose of the appraisal is to monitor the validity 
of a prior complete appraisal. Some examples of the Bureau's limited appraisal assignments are: 

• Minimum/Nominal Value. Valuation of property considered to be of 
minimal/nominal value may be perfonned by a limited appraisal. Nominal values 
cannot always be defined in dollars; the matter of judgement is the responsibility of 
the Area Chief Appraiser. Valuation of uncomplicated, small properties may also be 
performed by a limited appraisal. It is recognized that values exist below which 
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properties cannot reasonably be expected to transfer, because of small size, low unit 
values, or lack of utility. When market data supporting minimum values is 
unavailable, the appraiser must resort to reasoned judgement as to what the amount 
would most probably be relative to general price levels in the market for that land use 
type. 

• Updates. (See Updating Appraisals below.) 

Bureau appraisers must be trained and qualified to identify when a limited appraisal assignment is 
appropriate. At the same time, the appraisers must adhere to professional standards in the 
performance of all types of assignments. As Jong as the Bureau appraiser determines that the request 
for something less than a complete appraisal would not result in a misleading analysis and report, then 
departure provisions can be invoked and the assignment can be accepted and performed. 

Reports for Limited appraisals should contain the 12 binding requirements for any appraisal report 
contained in USPAP Standards Rule 2-2 and any relevant section(s) of the preceding recommended 
Bureau appraisal format. A table of market data and a computer aided analysis, as appropriate, are 
excellent attachments to a limited appraisal report. 

When reporting the result of a limited appraisal assignment, Bureau appraisers must also clearly 
identify and explain permitted departures from specific guidelines of Standard 1 of USPAP. The 
report of a limited appraisal must contain a prominent section that clearly identifies the extent of the 
appraisal process performed under Standard I and the departures taken to indicate the reliability of 
the value conclusion. The amount of detail required will vary with the significance of the information 
to the appraisal. All limited appraisal assignments are subject to review and approval action at the 
Area Office. 

Uudating Appraisals 

For guidance, see USPAP Advisory Opinion 3, Update of an Appraisal. When appraisals have been 
made significantly in advance of beginning negotiations, they must be reviewed and updated to reflect 
current market conditions. Real Property Management personnel must bring such cases to the 
attention of the Area Chief Appraiser. Any appraisal where market conditions indicate a sharp change 
in values as well as any appraisal that may be outdated due to extraordinary market conditions will 
be updated. It is possible that long delays in negotiations, radical changes in the marketplace, or a 
change in highest and best use of the property will require a full reappraisal. This is a matter of 
judgement. Updated and/or supplemented appraisals must be reviewed and approved before their 
estimates are used for Bureau purposes. 
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It is recommended to use narrative short form appraisals when the scope of the assignment is 
uncomplicated. The appraisal must contain the 12 binding requirements of any appraisal report in 
compliance with USPAP Standards Rules 2-2(b) and 2-2 (c), and any essential elements of the 
preceding sections on Bureau format. 

IJ..asewents and Rights-of-Way Appraisals 

An easement is a property right that conveys use, but not ownership, of a portion of an owner's 
property. It, therefore, follows that the value of an easement ordinatily is less than the market value 
of fee simple title to the property (exclusive of severance). For purposes of Bureau easement 
appraisals, ordinarily the measure of compensation for the taking of an easement,is the amount by 
which the market value of the ownership is diminished by imposition of the easement. However, in 
many instances, the unit rate of compensation for easement grants may be established by the local 
market for a specific interest. Such practice tends to establish supportable market value. 

When the easement materially affects the value of an entire ownership, the appraisal will show the 
value of the entire ownership before and after imposition of the easement and will include a full 
treatment of severance damages, if any. '~" 

Appraisers should be familiar with the following three methods of evaluating easements and 
rights-of-way of less than fee interest. 

• Before and after Method. Theoretically, easement and right-of-way appraisals 
should involve application of the before and after method discussed later in this 
section. Full consideration should be given to and allowances made for substantial 
enjoyment and beneficial ownership remaining to the owner subject only to the 
interference occasioned by the taking and exercising of the easement. 

Under some situations, insistence upon strict adherence to the before and after rule 
would impose costly and sometimes nearly impossible burdens upon the appraisal 
process. Examples of where the cost of valuing the whole parcel before and after the 
taking is probably unwarranted, in view of t~e minor easement rights being appraised, 
are: 

• Easement takings for flowage, roads, minor pipelines, distribution 
lines, etc., from large ranches and other rural locations, etc. 
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Easements and rights-of-way for electric, telephone, pipe or cable 
lines, where there is a going rate per rod, per pole, and per lineal foot 
or mile. Such rate considerations for the taking may or may not have 
been based on the value of the take as a part of the whole. 

These situations can more appropriately be handled by either method described below: 

~ Value of Taking Plus Damages. Briefly, it involves a valuation of 
the taking by itself, plus a separate valuation of all the damages caused 
by the taking. 

Direct Comparison Method. This method is commonly used in · l, 
the valuation of rights-of-way for public utilities, pipe lines, etc. It is II. 
based on market analysis of current (the going) compensation for both ! 
the interests taken and approximate damages, combined into a single j' 
expression of value per unit of measure: e.g., per rod, per pole, per 1• 

foot, per acre, etc., within the easement or right-of-way area. To this 
might be added extraordinary elements of damage peculiar to the case 
at hand, if they are inadequately covered by the allowance for the 
damages already included in the rate derived from the market. 

This method is a derivation of the partial taking method discussed ,, 
under valuation of part taken as part of whole plus damages, but 
differs in that the value of the take and damages are not stated 
separately unless the damages are unusual. In using this approach, it 
may still be desirable to analyze what proportion of the combined per 
unit of compensation is attributable to each factor. Valuation of the 
part taken, since it is a partial interest, would be a percentage of the 
base u.nit value, e.g., acre, square foot, etc., taken as a part of the 
whole. Adding an amount for general damages will result in a figure 
that may be more or less than the original per unit value. This figure 
should correlate with indicators found in the market. 

Partial Takiy.g Appraisals 

When an entire property is to be acquired, the estimate of just compensation is the market value of 
the whole property. When only a part of a property is to be acquired, the estimate of just 
compensation is the amount arrived at in accordance with the Jaws governing just compensation 
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applicable to the acquiiing agency, including those laws governing compensable and non-compensable 
items and the treatment of general and special benefits. 

Federal law pertaining to Bureau appraisals requires that an owner be compensated for both the loss 
of the taking and reduction in value to the remainder. Therefore, before the appraiser can proceed 
with a valuation of a partial taking, he/she has to identify the larger parcel in order to determine what 
constitutes the remainder. 

Identification includes a descdption and map of the property which adequately delineates the 
boundary of the taking as distinguished from the boundary of the remainder of the larger parcel. 

• Identification of the Larger Parcel. A single ownership may consist of 
several parcels. Although these parcels may lie next to one another or be in close 
proximity, they should be treated as separate units only if they have diverse enough 
uses to assure individual marketability. The appraiser should consider their respective 
highest and best uses before determining that acquisition of one or a part of one parcel 
would not result in a diminution in value to the remaining parcel(s). This initial 
appraisal procedure is referred to as identification of the larger parcel. 

The first responsibility of the appraiser is to determine whether the taking is: (1) a 
separate unit and an entity in itself, or (2) a part of one or more other parcels 
compdsing an individual unit or larger parcel. 

Property which has unity of ownership, contiguity, and unity of use before acquisition 
of a portion is identified as the larger parcel and is referred to as being in the before 
condition. This trinity of conditions must be present to establish the before condition 
for purposes of considedng the extent of severance damage in most states. However, 
in Federal cases, the matter of contiguity is subordinated to that of unitary use. 

The expression whole property in the before condition is also synonymous with the 
term larger parcel as used in the appraisal profession. The following examples should 
be helpful in correctly identifying the larger parcel in the before condition: 

• Unity of Ownership. The ownership is not considered to have 
unity when the owner has interest in two or more parcels where they 
own one parcel in fee simple, have a leasehold interest in another, and 
may own in entirety the stock of a corporation which owns another 
property. 

Contiguity. Physical contiguity exists when the lands have a 
common boundary or are so located as to constitute contiguous 
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parcels or those in very close proximity to one another. The mere 
separation of land by highways, streams, or rights-of-way generally 
will not interfere with the required physical contiguity if the lands are 
used for the same purpose. 

• Unity of Use. Unity of use contemplates that all prope1ty in an 
ownership shall be used for the same identical purpose, such as 
fanning. Where uses are dissimilar, no allowance may be made for 
severance damages or benefits. 

After identifying the larger parcel in the before condition, the .appraiser is ready to proceed with 
estimating just compensation. Where there is any question as to whether severance damages or 
benefits should be considered with regards to the appraisal of a partial taking, the advice of 
appropriate legal counsel should be solicited. Reference is also made to discussions of damages and 
benefits, below, and Estimate of Just Compensation, below, which deal specifically with the 
evaluation of just compensation. 

• Estimate of Just Compensation. The total of losses and/or damages, offset 
by any special benefits to the remainder, is collectively termed just compensation. 
Appraisals of partial takings, which are market value estimates of just compensation, 
should generally be based on the before and after rule. 

Permissible exception to the before and after procedure would be a very small fee 
taking or a very small easement where obviously there are no damages and the taking 
itself is nominal. In such exceptions only the part taken needs to be evaluated. 

Another permissible exception to the application of the before and after procedure 
is the cost-to-cure method. This method is frequently adopted where the acquiring 
agency may be acquiring a part of a railroad, a water company, or a power line 
right-of-way. In such instances, the value of.the part taken, plus the cost to cure the 
damage by restoration of the taken facility, may be the most practical method of 
valuation. 

There are four popular methods that use variations of the before and after rule to 
measure the losses, damages and/or benefits which comprise just compensation. They 
consist of the classic before and after method and three others which are widely used 
in the appraisal of takings which only amount to a minor portion of the whole 
property. Appraisal reports for a partial taking should always discuss the effect of the 
taking on the remainder, whether or not damages are assigned. The discussion should 
cover use, operation, acreage, and values - in both the before and after condition - in 
sufficient detail to support the conclusion reached as to possible 
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damages. The entire ownership, unless clearly out of proportion to the part taken, 
should be shown on the appraisal map. 

(1) Before and After Method. This is the most acceptable and easily 
understood. It is most applicable to the valuation of partial takings that 
amount to a considerable portion of the whole property. This method entails 
evaluating the whole property (i.e., larger parcel) in the before condition. 
From this estimate is subtracted an estimate of the remainder in the after 
condition. The resultant difference between the market value of the whole 
property and the remainder is just compensation, which automatically 
combines benefits and/or severance damages to the remainder with the value 
of the part taken. 

The appraiser should approach the appraisal of the remainder with some 
caution because he/she not only has to assume a hypothetical situation in 
appraising the remainder in an after condition, but he/she is legally restricted 
to consideration of only certain elements of damage. As a general rule, 
compensation must be paid for the actual taking of property or property rights 
and for severance damage to the remaining property. Just compensation 
should not include payment for consequential or speculative damages. The 
appraiser shall allocate out or identify the amount of severance damages or 
benefits within the estimate of just compensation. ~,,, 

~ Identification of Severance. This may be done by subtracting 
from the just compensation a value for the taking as it 
contributed to the whole property in the before condition. 
The resultant difference between just compensation and the 

. taking is severance or damage to the remainder. 

Identification of Benefits. This may be done by examining the 
value of the remainder in the before and after conditions. 
Should the value of the remainder be more than its 
contributory value as part of the whole property before the 
taking, then there are benefits. Reference is made to appraisal 
texts and to legal counsel if the appraiser has questions in 
determining whether benefits are special (offsetting or 
deductible) or general (not off-setting, therefore, not always 
deductible). Federal courts as well as some State courts allow 
set-off of benefits against both the value of the land taken and 
damages to the remainder. Other States allow set-off of 
benefits against only the damages and some do not permit 
benefits to be set ·off at all. 
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A common problem in the use of the before and after method 
is where it is impractical, illogical, or unsound, to determine 
the value of the property as a whole before the taking. For 
example, if a small parcel of railroad land were being 
appraised, the appraiser would not be expected to appraise the 
entire railroad holdings. Before the appraiser attempts a 
valuation of the whole property in the before condition, he/she 
is expected to consider the scope of the appraisalproblem 
together with what they have determined to be the larger 
parcel. (See Identification of the Larger Parcel above.) 

Use of the before and after method sometimes produces 
unrealistic losses or damages when applied to appraisals of 
another type of small takings within a large holding. For 
example, if two acres were taken from a 362 acre fam1, it can 
be shown that a 360 acre farm would bring just as much on 
the market as a 362 acre farm. Yet, if the two acres were 
considered alone they might be worth $1,000 or more. 
Impractical or illogical use of this first method may justify 
using method 2 or 3 de.scribed below to estimate just 
compensation. 

(2) Part Taken As Separate Unit Plus Damages to Remainder. A 
valuation may be made of the part taken as a separate unit plus damages (or 
minus benefits) to the remainder. Damages (or benefits) to the remainder are 
based on its before condition less its after condition. 

This second method is very applicable to the appraisal of: 

~ An existing nonintegrated use of a separate economic unit, or 

• Small takings with a potential use that is higher and better than 
the present use of the property as a whole. The value of a 
small portion of a large holding is often more practically and 
accurately measured by the value of the part taken plus 
damages (or minus benefits) to the remainder. Examples are 
commercial road frontage and small developable sites which 
are parts of larger agricultural properties. 

(3) Part Taken As Part of Whole Plus Damages to Remainder. A 
valuation may also be made of the part taken as a part of the whole plus 
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damages (or minus benefits) to the remainder. Again, damages (or benefits) 
to the remainder are based on its before condition less its after condition. 
'This method is very applicable to the appraisal of small takings that are not 
separate economic units from the whole. An example would be the potential 
loss of rear land from a farm. The owner is not losing frontage or access or 
sites which have a potential for a higher and better use. The owner is just 
losing a proportionate part of the present use. 

(4) Damages to Remainder Included in Value of Part Taken. In the 
fourth and least commonly used method, damages to the remainder are 
included in the value of the part taken. Here the value of the part taken is 
based on it~ relationship to the whole property. An example of this method 
would be where 5 acres of cropland are taken from a 100 acre farm. Included 
in the value of the 5 acres would be 5% of the value of all of the farm 
buildings and improvements on the theory that the farm buildings and 
improvements are reduced in value 5 percent as a result of the taking. The 
damages to remainder method has merit in the appraisal of certain agricultural 
properties and certain quarrying and mining operations. 

Severance Damage = 

• Cause. Where only a portion of an ownership is being acquired, the owner is entitled 
to the market value thereof, plus an amount equivalent to any diminution in market 
value of the remaining ownership directly resulting because of separate ownership and 
control of the severed parcels. Severance damage can accrue only where there exists 
unity of ownership and unity of use. 

Some causes of severance damage are: 

• Reduction in the highest and best use of the remainder 

• The resulting insufficiency of the remainder to physically support the 
normal operation 

Distortion in plottage or shape which impedes normal use 

• Loss of access to transportation facilities, roads, stre~ts, rails, and 
water 
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• 

Creation of the need to fence the residual land along the taking line, 
if the cost is to be borne by the owner 

Computation of Damage. Severance damage is not properly a part of the 
market value of that portion of the ownership to be acquired, hence the necessity for 
reporting such damage as a separate item. The measure of that damage can be 
computed only after the market value of the entire ownership, the part taken, and the 
remainder are estimated, as in the following example: 
The parcel taken comprises of 214 acres of a farm unit of 420 acres with buildings 
appropriate to the operation of the whole. 

Value before the taking (whole) 
Value after the taking 
Value of part taken 
and severance damage 
Value of the part taken 
Severance damage 

$42,000 
22,000 

$20,000 
16,000 

~ 4.000 

Adequate explanation of the damage is of paramount importance. Full details as to 
how the taking operates to Jessen the market value of the remaining p011ion should 
be reported. 

• Demonstrated Facts. Severance damage contemplates a physical, actual, and 
immediate interference with the normal highest and best use of that portion of the 
ownership not being acquired, i.e, the remainder. Where the appraiser cannot 
satisfactorily demonstrate the operation of the damage element, the probability of 
actual damage is questionable. 

• Maps. The appraiser will indicate on a tract map submitted with each appraisal 
involving severance damage the actual boundary lines of the entire ownership. The 
map should also show the principal physical features which give rise to the severance 
damage. 

· T.he Unit Rule in Marketability 

The fair market value concept, which has. been adopted by the courts to determine just compensation, 
generally requires application of the so-called unit rule. The unit rule is a market value concept that 
determines what constitutes the larger parcel (the complete unit affected by a partial taking), which 
is used to estimate severance damages and/or special benefits to the remainder. The test of unity 
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involves three factors: physical location, use, and ownership. This rule is an appraisal principal 
designed to reflect the true situation in the market. A unit is a single thing: any standard by which 
quantities of the same type may be measured. It is normally considered to be an acceptable and 
marketable parcel with uses that are reasonably homogeneous. The unit rule relates to the 
marketability of the entire property after consideling the following two aspects: 

• The Integrated Unit. First, the unit rule requires vitluing property as a whole, 
rather than by the sum of the values of the valious interests into which it may have 
been carved, such as interests held by a lessor and Jessee, life tenant and 
remaindennan, etc. This is an application of the principal that it is the property, not 
the various titles, which is being taken. Under this rule, the award for the whole is 
later apportioned among the claimants (lessor and lessee, life tenant and 
remaindennan, etc.) as a second phase in the proceeding. 

Normally, each parcel should be appraised separately. However, if two or more 
contiguous parcels are in the same identical ownership, an attempt should be made, 
in consultation with the client agency, to resolve whether the parcels would more 
properly be appraised together as a unit. 

If there are several interests or estates in· the property, the property should be 
appraised as a whole, embracing, as if in one ownership, all rights, estates, and 
interests. This is in keeping with the fact that it is the property itself, the thing, rather 
than the various titles to it, which is being acquired. 

However, the condition of the title should be given full consideration; and, if there 
exist estates of interests, e.g., easements, servitudes, or restrictions, which result in 
a diminution of the fair market value of the property as a whole, due allowance should 
be made for such factors. For example, land subject to an easement for public use for 
highway purposes generally would have no more than nominal market value; and land 
subject to an easement for light and air would have no highest and best use for 
building purposes. 

A very important exception to this aspect of the rule is where the division of 
ownership has produced a division of use of such character as to destroy the practical 
unity of the property. In this case, the interests would be separately valued at the 
outset. Examples are where buildings are owned by a tenant who has a right and duty 
to remove them at the end of his term, or where an owner has given an easement of 
light and air. Failure to value the property as an integrated unit should, however, 
always be explained and supported. 
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• Contributory Value of Separate Elements. The second aspect of the unit 
rule is that different elements of a tract of land are not to be valued separately and 
added together. For example, the value of timber, minerals, and crops are not added 
to the value of the house and those, in tum, added to a value for the remainder of the 
property. The property is to be valued as a whole and its constituent parts considered 
only in the light of how they enhartce or diminish the value of the whole, with care 
being exercised to avoid so-called cumulative appraisals. This is a valid procedure, 
because it is the entire unit which is hypothetically being sold, not the separate parts 
individually. 

The market analysis of separate elements in a property, together with subsequent 
comparisons to the subject and conclusions derived, should be related to the 
enhancement of these elements to the value of the whole. This enhancement is more 
commonly referred to as contributory value. For example, a professional timber 
cruise valuation of $3,000 for stumpage may not contribute that much to the value of 
the whole, because it may not be an individually marketable volume; therefore, it 
should be discounted. Or, proper analysis of a sale may reveal that the original 
stumpage had already been discounted to reflect its marketability within the initial 
transaction for the whole propetty. 

Public Agency Acquisitions 

While Bureau policy requires an appraisal report in support of all real estate transactions, this 
requirement is not to be constrned as an obligation of the Bureau to prepare appraisal reports for 
others for the purpose of establishing just·compensation for acquisitions involving trnst properties. 
It is fundamental to recognize that it is, by statute, incumbent upon the agency who may exercise the 
power of eminent domain to tender just compensation for the acquisition of land. The Bureau, 
therefore, should not assume this obligation. Cooperation and liaison with such agencies by which 
appraisal repo1ts prepared by them will be submitted for Bureau review and comments is desirable. 
The obligation inherent in the Bureau's trusteeship is to be assured that the landowner (allottee or 
tribe) receives fair and just compensation. This prerogative can usually be accomplished through 
cooperative review of appraisal reports. Bureau review of a properly documented report will suffice 
to guide administrative action. Caution must be exercised in the review statement that the acquiring 
agency will be clearly informed that the Bureau's statement is not to be construed as binding upon the 
Indian owner or owners nor should it be interpreted so as.to in any way tend to limit, restrict, or 
influence their bargaining prerogatives. 

In those instances where disagreement arises, the issues in contention should be clearly set forth in 
an appraisal review statement for return to the acquiring agency. In the event such differences 
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cannot be resolved and it is considered administratively advisable to seek just compensation through 
condemnation proceedings, the Bureau will then assume responsibility for the preparation of 
appraisals prepared in accordance with the rules of admissible evidence to justify contentions of fair 
compensation on behalf of the trust owners. 

Special Value to the Owner = 

Since market value is the test, no consideration should be given in the appraisal to any special value 
. of the property to the owner not directly reflected in the market value. Likewise, market value is not 

affected by any special desirability of the owner by reason of sentimental attachment for, or family, 
historic, or other association with the property. Historical association may be considered only when 
and to the extent that it affects market value. 

M.ineral Interest Appraisals 

The valuation of mineral property, minerals, and/or varied mineral interests can be complex. It should 
be recognized when the services of a specialist in the field are needed. A geologist or petroleum 
engineer with a background in appraising should be obtained to evaluate producing minerals or 
separately reserved interests in non-producing minerals. Selection should be made from appraisers 
experienced in a specific field of minerals; e.g., gold, copper, mica, boron, phosphate, sand and 
gravel, building stone, uranium and energy mineral products such as coal, oil, shale or other mineral 
substances like asphalt (bitumen), tar sands, etc. 

A mining engineer or geologist with a proven appraisal background is considered a specialist in 
mineral interest appraisals. Generally, geologists and professional petroleum engineers without 
appraisal backgrounds are too optimistic about mineral development and place unrealistically high 
values on non-producing minerals as they assume that if minerals .are present they are recoverable 
and/or valuable. 

Mineral interest appraisals are divided into the following categories for appraisal purposes: 

• Appraisals of Producing Minerals, Separately Reserved 
Non-Producing Minerals, and Proven, Probable, or Prospective Ore 
Reserves. These are very specialized appraisal fields. · The many variables 
pertaining to reserves, payment schedules, etc., require the services of a specialist in 
mineral appraisals. 
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Value should be based on an anticipated profitable operation, i.e., the existing 
minerals are economically recoverable. The income approach usually provides the 
most reliable indication of value. Annual expected profits are usually treated as an 
annuity over the years needed to extract the known reserves. This capitalization 
process is similar to that used in other types of income producing properties. Annual 
annuity payments are, however, discounted at a special interest rate which recognizes 
the hazards of the mining industry. 

A discounted cash flow analysis would be more applicable to the valuation of an 
owner-operation. It should also take into consideration salvage and residual land 
values after depletion. 

The market and cost approach can be supportive when data is available. Since each 
mine or mineral area is unique, and sales of mineral property in an area of active 
development and/or production are infrequent, comparable sales are seldom available 
as an aid in estimating value. 

• Appraisals of Non-Producing Minerals Tied to a Surface Ownership. 
Most competent appraisers can deal with factors affecting the contributory value of 
a non-producing (full or partial interest) mineral estate in the fee ownership. It is 
suggested that staff appraisers not delve outside the area of non-producing minerals 
tied to a surface ownership unless they qualify as a specialist in mineral interest 
appraisals. 

The two most common methods of valuing non .. producing minerals are: 

• The unit cost approach. Example: minerals worth about 2 or 3 times 
bonus payment, and 

The market data approach, which is based on observation of 
differences between land with or without minerals. 

Life Use Reservation Appraisals 

Appraisals with life use reservations follow accepted appraisal practices for estimating the market 
value of the interest being appraised discounted at an appropriate market rate over the remaining life. 
However, the Bureau prefers the use of an administratively approved discount rate of 6% per year 
of remaining life. It is a negotiated discount which may not be entirely supported by actions in the 
market. The value of real estate with this type of discount is calculated by the formula: Value of 
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the Life Estate= P xol, where P =Value of principal and L =life estate of factor for the age and sex 
of the life tenant, as shown in Tables A(l) and A(2) in CFR 25 §179.5. The value of the remainder 
shall be detennined by the formula: Value of Remainder::: P x R, where P =Value of principal, R 
=Remainder factor for the age and sex of the life tenant, as shown in Tables A(l) and A(2) in CFR 
25 § 179.5. A principal is defined as the corpus and capital of an estate, including any payment 
received for the sale or diminishment of the corpus as opposed to the income or interest. A remainder 
is defined as, an interest or estate in property that follows and is dependent upon the termination of 
a prior intervening possessory estate created at the same time by the same instrument. 

Timber and Timberland Appraisals = . 

An appraisal of forested property should consider the commercial value of timber present with care 
being exercised to avoid pyramiding value. The appraiser must be cognizant of the unit rule which 
requires appraisals of a property initially as a whole rather than the sum of the various parts - the 
timber has value only to the extent which it enhances the value of the property. It is the value of the 
whole property which is sought, not the value of the timber, the young growth, and/or the land 
separately. 

As with any other appraisal, the appraisal of timber and timberland involves a critical analysis of the 
subject property's highest and best use: 

• Is the land chiefly valuable for sustained yield timber production? 

• Is the timber present separately valuable if removed or will removal of the timber 
impair the land for other uses and result in lower value? 

• Is the continued presence of the standing timber an amenity that enhances the land 
value for other uses? 

If the timber is presently or potentially commercially valuable, the first consideration should be to 
ascertain if the best use of the subject property is for timber production under a sustained yield basis. 
Recent trends indicate greater net returns can be obtained from cutting the timber and putting the land 
to another use, e.g., grazing, other agricultural uses, or recreational subdivision development. 
Thus, often, the most common highest and best use for p~operties with commercial timber is for 
immediate harvest of the timber with resale of the land for other uses. 

However, lands with a highest and best use for recreational development are examples of where 
removal of all or part of the timber might impair the land value. In this situation, removal of only a 
part of the timber cover can be considered. If the market or laws require that a certain volume be 
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left,then only the harvestable excess can be considered to contribute a separate value, provided the 
removal will not impair the property for another use. 

For appraisal purposes, timber and timberland valuations are categorized as follows: 

• Separate Value as a Measure of Contribution Value. The appraisal of 
timber separately from the land must reflect conditions in the market. Depending on 
the market area, the fact that harvestable timber products are present does not 
automatically indicate that they contribute additional value to the property. The 
following criteria will help in determining whether standing timber has separate 
commercial value: 

• 

• Property must produce timber which can be marketed in the area. 

• 

• 

• 

There must be sufficient volume per acre/hectare to permit profitable 
harvesting. 

The total volume must be sufficient to attract buyers . 

Quality or grade of timber must be suitable for processing . 

• Trees must be of merchantable size and species. 

• The location of the timber, i.e., topography, must allow access for 
harvesting and removal. If landlocked, the appraiser must determine 
whether legal access that will facilitate economically feasible timber 
harvesting, i.e., provide timber value, can be acquired. If unknown, 
the appraiser may provide two values, one without access 
(discounting timber value), and one with access. 

Conventional Methods of Evaluating Timberland. Timberland can be 
appraised by the following approaches: 

• Sales comparison approach. This approach follows the process 
of comparing the appraisal property to sales having the same kind, 
quality, and quantity of timber. Whenever relatively recent sales of 
timbered properties, essentially similar or comparable to the appraisal 
property, are available in the market, the sales comparison approach 
will be used. Development of the other approaches, especially the 
income approach, may be superfluous. However, as no two 
timberland tracts are the same, it is often extremely difficult to locate 
comparable or other information regarding quantity and quality of 
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timber in recent transactions. Often, either no cmise was performecj 
or the results of the cruise are unavailable. For these reasons, it is 
understood that the sales comparison approach, even though 
commonly used and accepted as a real estate appraisal method, 
requires unique knowledge and information in order to make 
appropriate adjustments for differences in comparable sales. 

Valid units of comparison of sales that include both land and timber 
in the unit price include: 

• Price per acre/hectare. 

• Price per thousand board feet (MBF). Sales prices 
divided by total volumes are used when the prices per 
acre vary widely. When the spread on a per acre basis 
is too large to make realistic, supported adjustments, 
a p1ice per MBF may narrow the unit price to a usable 
range. 

The summation method. Land and timber are valued separately 
with the sum of the value, after certain adjustments, representing the 
value of the property as a whole. As the summation approach tends 
to pyramid value, it should only be used when there is a lack of 
comparable timbered land sales and/or the appraisal problem requires 
the timber and land to be valued separately. Several summation 
techniques are available. 

• Allocation method. Land and timber are assigned separate values 
developed by comparing timber and land separately to timbered land 
sales where timber and land prices are segregated. The timber is 
compared to the timber in a sale, and a value for the subject timber is 
assigned. The land is compared to the land and young growth on a 
sale, and a land value is thus assigned. 

Abstraction. The contlibution of timber is developed by abstraction 
from comparable sales using known values of cut over land from 
recent sales of cut over land. 

Log conversion method. Timber and land are appraised separately. 
The land is estimated by comparison to sales of similar cut over 
timberlands or non-timbered lands having the same highest and best 
use as the appraised land will have upon timber harvest. The 
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timber is estimated by the log conversion method; i.e., discounted 
pond values or stumpage sales. 

• The income approach. A discounted cash flow analysis has valid 
application to the appraisal of extremely large timber properties. In 
this approach, it is essential that the appraisal theory be correctly and 
lucidly presented. Thorough market research is needed to support the 
selection of the appropriate annual rate of return that a prospective 
purchaser would require for an investment in the ownership of a lot of 
timber that must be converted into wood products over a long period 
of time. Two other very significant ingredients are future prices and 
liquidation period. 

Use of the discounted cash flow method involves following a few 
basic steps: 

• The projection period is determined. 

• The amount of income for each year during the 
projection period is estimated. 

• The amount of expenses for each year during the 
projection is estimated. 

• The future net income and expenses for each year to 
the present is discounted using the appropriate rate. 
Primary considerations in formulating the discount rate 
are time preference, risk, cost of handling, length of 
investment, liquidity, and inflation. 

• The values are summarized to arrive at the net present 
value of the future income stream. 

Most competent appraisers can appraise small parcels of land that happen to have only a little timber 
growing on them by using comparable sales having relatively the same kind, quality, and quantity of 
timber. Larger properties with enough timber to justify a cruise, but small enough so that value can 
still be estimated by comparable sales, may not necessarily require the services of subsidiary experts. 
However, timber valuation is a specialized field and it should be recognized when the services of an 
expert timber appraiser are needed. Large and/or complex timbered properties that cannot be 
measured directly by sales (because there aren't any), are in this latter category. Sophisticated 
cruising will be required and the professional timber appraiser may even need the input of several 
other subsidiary experts: i.e., experts on appraisal theory and rates of return, forecasters 
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of future prices and liquidation periods, logging engineers and soil and plant experts, etc. Timber 
appraisers not only need to know the latest techniques of cruising and all the conventional methods 
of appraising timber properties, but must be able to orchestrate and utilize reports prepared by 
subsidiary experts. · 

When land being appraised bears merchantable timber, the appraisal report will indicate the timber 
species, type, range of size, quality, and unit value. In addition, logging, haulage, and market 
conditions should be linked to the value conclusion. 

Appraisals Involving Federal and State Grazing Permits 

Ranch operations in the West are commonly a combination of base property owned in fee and grazing 
rights on Federal (e.g., Bureau of Land Management (BLM) and U.S. Forest Service (USFS)) and 
State lands (usually school lands). 

Livestock grazing permits and leases are allocated to ranch operators on the basis of bid, historical 
use, and/or certain other qualifications. Qualified ranchers are issued I 0-year BLM and USFS 
Federal grazing permits. The permits have provisions for renewal, and are validated by annual 
payment of a grazing fee that may be considerably less than the market rent established on comparable 
private grazing land. BLM and USFS permits are almost invariably reissued to the purchaser of the 
base property or to the purchaser of the permitted livestock. BLM's 10-year permits are renewable 
and may be transferred directly to a qualified purchaser. USFS permits must be surrendered and then 
reissued. 

In appraisals for eminent domain actions involving ranches with attached Federal grazing permits, 
problems can be encountered when the permittee sees himself as having a "right" to graze whereas 
the Govemment considers it a "privilege" extended only as long as such grazing is in the interest of 
the general public. Buyers of ranching property may claim the grazing permit is purchased along with 
a ranch or cattle. The Government, however, does not recognize the actual purchase or sale of 
grazing permits. 

• Federal Acquisitions. Under Federal acquisition programs, a rancher is not 
entitled to compensation for any value added to the fee lands as a result of their actual 
or potential use in combination with Taylor Grazing Act (BLM) and 16 U.S.C. 580(L) 
(USFS) permit lands, as these permits tQ use the public domain for grazing are 
revocable and create no property rights to the holder. To require the United States 
to pay for this value would be to create private claims in the public domain. 
Accordingly, the Government as condemner may not be required to compensate a 
condemnee for elements of value which the Govemment has created, or which it 
could have removed under the exercise of governmental authority other than the 
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power of eminent domain, For eminent domain purposes, the appraiser is instructed 
to disregard the contributory value of Federal (BLM, USPS, and/or other) permits 
and leases .in the valuation of ranch properties associated with such privileges, The 
usual process involves discounting (adjusting downward) sales with attached permits, 
before the final comparison process with the subject property. The appraiser is 
advised to include this appraisal instruction under limiting conditions when such an 
appraisal situation arises. 

• Private Acquisitions. Historically, economists have· claimed the fee charged to 
graze public lands has been less than the forage's market rental, with the benefits 
going to the rancher who controlled the grazing permits. The control of grazing is 
transferred with the grazing permit, which has become a marketable item that is sold 
by ranchers. The market value of a ranch is usually estimated by a site-specific 
appraisal with consideration given to comparable ranch sales negotiated between 
willing buyers and willing sellers, and the income earning potential of the subject 
property. A comparable sale is considered to be a property similar to the subject 
property in type of land, organization, date of sale, location, size, productive capacity, 
the proportion of grazing capacity from deeded, BLM, USFS, and State lands, and 
level of improvement. For purposes of sale analysis and valuation of Federal, State, 
and private leases, the appraiser must always be cognizant that ranch sale prices may 
include payments for public land grazing permits, The amount of such payment may 
be identified and/or measured by: 

•• 
~ Capitalizing the difference between contract and market rent. 

~ Cross comparison and analysis of sales with varying combinations of 
fee and permit areas. Consideration should also be given to 
expectations of the grazing cost advantage, controversial public land 
grazing policies, forage quality, proximity to fee land, range 
improvements, and characteristics of specific public-land grazing 
allotments. 

Direct sales of just permits and/or leases, These are usual!y the most 
indicative and substantial indications of market 

Lastly, the appraiser must recognize the difference between conditions 
at the time of sale and future· conditions such as probable higher fees, 
risks, changes in use on both fee and permit areas, etc. 
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Guidelines for l{gunding Value E.£ti~·n~t~a~te~s====~==-·=== 

Use the local market and common sense to round off the final estimate of value. A close market will 
tend to reflect minimum rounding and a broad market more liberal rounding. Rounding should be 
at the end of before and after analysis to preclude any compounding. 

If the summary of appraised value estimated for an ownership is $2,175, this figure is more logically 
rounded to $2,200. In areas where parcels are bought on a per acre/hectare basis, the same rounding 
process can be used. In this situation, the per acre/hectare figure rather than the total value is 
rounded. 

Rounding should usually be done upwards, unless the Jump sum or per acre/hectare total is negligible 
above a certain interval. If a tract is appraised at $18,005, this figure should be rounded 
downward to $18,000. A tract appraised at $150.05 per acre/hectare should be rounded to $150 per 
acre/hectare. 

When deciding whether to round off on a lump sum or on a per acre/hectare basis, the following . 
guidelines should be used: 

• Total Value. The total value should be rounded off when: 

.. It is known that negotiations will be conducted on a lump sum figure. 

In a particular market area, it is customary between private individuals 
to buy and sell property on a lump sum basis. 

• Unit Value. Round off on a unit value basis when: 

.. It is known that negotiations will be done on a per unit basis. 

It is known that the tract wlll have to be bought on a per unit basis 
because of uncertain area computations. 

In a particular area, it is customary between private individuals to buy 
and sell property on a per unit basis . 
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Conflict of Interest 

No appraiser or review appraiser shall have any interest, direct or indirect, in the real property being 
appraised that would in any way conflict with the preparation or review of the appraisal. No 
appraiser shall act as a negotiator for real property which that person has appraised. 

Request for Appraisal Services 

Requests for appraisal services will be made only after the Superintendent or officer in charge of a 
jurisdiction has approved an affimiative action involving the transfer or encumbrance of interests in 
real property and forwarded an appraisal request to the Area Chief Appraiser for review. 

All appraisal requests involving tmst or restricted property will be initiated by the Agency Real 
Property Management Section. Appraisal requests shall be approved by the Superintendent for non
compacted tribes and individual hldians. Appraisal requests for compacted Real Property 
Management Programs shall be approved by the tribal Real Property Management office and the 
designated approving official for compacted Real Property Management programs. Approved 
requests will be forwarded to the Area Chief Appraiser for review and proper action. Requests for 
special priority assignments will be made through the Assistant Area Director in charge of Real 
Property Management. 

The following steps must be taken by the Real Property Management staff at the requesting point, 
which is usually the Agency having jurisdiction over the land involved. The following list covers 
some of the steps that need to be taken prior to requesting appraisal services: 

• An application is completed by the land owner and submitted to Branch of Real 
Property Management. 

• The applicant is interviewed to determine exactly what the they want. Any 
reservations, e.g., minerals, life use, right to lease, ingress and egress, residuary 
clause, etc., are determined. 

• 

• 
• 

The ownership and legal description of the subject property is determined. A 
determination is made regarding any need for a right-of-way for ingress and egress. 

For metes and bounds descriptions, a survey, if necessary, is obtained . 

Encumbrances, e.g., leases, life estates, rights-of-way, trust mortgages, etc., are 
identified. 
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• If a negotiated sale is involved, a statement of intent to purchase is si;:cured from the 
buyer. 

• If there are improvements on the property, the appraiser is infonned. Also, if it is a 
residence, a phone number and a contact person are provided. 

• An appraisal is requested. All pertinent infonnation is included with the appraisal 
request. 

(;onfidentialitv of Valuations 

Appraisal valuations and supporting appraisal reports are confidential; therefore, the appraiser will 
not divulge his/her findings and opinions to anyone except persons clearly authorized to receive such 
information. 

Qther Tvpes of Reports and Ecoyomic Studies 

• Consultation Statements. This is a brief written opinion of the value of "' 
proHf!rty generally conceded to have only nominal value. Although less detailed than 
a self-contained report, it will, at a minimum, follow the reporting guidance of USP AP 
Standard Rule 2-2(c), Restricted Appraisal Report. Nominal values cannot always 
be defined in dollars; the matter of judgement is the responsibility of the Area Chief 
Appraiser. These types ofreports are also used in documenting preliminary estimates 
of value for non-complex appraisal problems. 

• Gross Appraisal Reports. A gross appraisal report is a detailed report 
containing, at a minimum, the elements of a Mass Appraisal Report as set forth in 
USPAP Standard Rule 6-7. The gross appraisal report may be useful where a 
number of similar properties within a homogeneous land area are to be appraised 
under the same assumptions and limiting conditions. The area encompassing the 
several individual parcels may be a segment of or an entire Indian reservation. Gross 
appraisal data may be useful in the preliminary steps of creating a land use plan for a 
reservation, or a part of a reservation, as they are in part an economic analysis of a 
given area~This report requires the signature of the contributing appraisers, the Area 
Chief Appraiser and the review and approval of the Central Office.lit 
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• Highest and Best Use Studies. Highest and Best Use studies are land residual 
studies which hypothecate the various uses of a parcel of real estate to detennine 
which one of several uses will most likely produce the greatest net return to the land 
over a given period. These studies require a high degree of professional skill in the 
orderly and meaningful analysis of the social and economic forces which dictate the 
most probable use of a specific parcel to produce the greatest net return to the land. 
Conclusions reached, without exception, require a detailed net income analysis as 
support. As with all types of counseling reports or recommendations, these studies 
are singularly a responsibility of the Area Chief Appraiser. They shall be made under 
his/her direct supervision and although credits may be extended to others, the study 
or report setting forth recommendations is to be signed alone by the Area Chief 
Appraiser. Significant studies of this type should be reviewed by the Central Office. 

• Feasibility Studies. Feasibility studies are land residual studies, for a specific 
proposed use of a parcel, which are needed to determine the net return of land (if any) 
that is anticipated to be produced under a given development program. These studies 
also must reflect the highest order of professional appraisal skills. As with other 
counseling remarks or recommendations, these studies require a detailed net income 
analysis to avoid the error of reporting subjective opinion and to keep advocacy 
oriented to the market. These studies are singularly a responsibility of the Area Chief 
Appraiser. They shall be made under his/her direct supervision; and, although credits 
may be extended to others, the study or report setting forth recommendations is to be 
signed alone by the Area Chief Appraiser. Significant studies of this sort should be 
reviewed by the Central Office. 

Aut}iority 

• Approval. The Area Chief Appraiser is responsible for the review and approval of 
real estate appraisal reports wherein the estimated market value and/or the estimated 
market rental value are within his delegated authority. This delegation of authority 
should not preclude submission of any appraisal reports to the Bureau Chief Appraiser 
for technical advice and guidance. The delegated authorities may be raised or lowered 
depending on the quality and adequacy of the field appraisal staff and the performance 
of appraisal activities in individual Area Offices. The above delegated review 
authorities may be redelegated to a qualified appraiser on the Area appraisal staff. 

Real estate appraisal reports in excess of delegated authorities will be forwarded to 
the Office of the Commissioner of Indian Affairs for approval. Such reports will 
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indicate by a signed review statement the recommendations of the Area Chief 
Appraiser. 

It is within the prerogative of the Area Chief Appraiser to waive specific standard ·.f 
techniques in the preparation of appraisals when conditions warrant. 

Appraisers appearing as expert witnesses in behalf of the Government must obtain 
written permission from the Area Director each time they testify. This authority 
cannot be redelegated ( 43 CFR § 2.6). 

• Review. The reviewing appraiser should, at a minimum, follow the guidance on the 
review process and reporting set forth in USPAP Standard 3. Aside from the 
application· of technical knowledge, the reviewer is cautioned to assure that the 
evidence of value offered does factually support the conclusions of the appraiser. The 
reviewer should in all cases apply the acid test of judgement and reason to conclusions 
set forth in the report. An acceptable appraisal report should lead the reader through 
the value approach in an orderly sequence and expose the logic of the reasoning .. 
employed. It should also clearly indicate that prudent interpretation of adequate 
supporting data has formed the basis for value conclusions. 

When the appraisal review brings to light any questions concerning compensable items 
or other legal principles, the advice and counsel of the Solicitor's Office will be 
obtained. Assuming that the appraiser can and does obtain such advice before and 
during the preparation of the appraisal, legal review of the final report, especially 
when such review may go into the appraisal process and opinion of value, is 
undesirable and unnecessary; nor does review and approval, by an Area Director or 
other chief administrative officer, for technical adequacy appear to be desirable or 
essential. Granted that such an officer has final responsibility for the land transaction 
for which the appraisal is made, his/her responsibility can be met by accepting or 
rejecting the appraisal as the sole support of equity in the transaction. 
Adrninistrativedeterrninations may consider factors other than the value estimate as 
shown in an appraisal report. 

• Contracting Authority. Contracting authority for services to be perfonned for 
the Bureau is delegated to the Contracting Officers designated in 41 CFR §14H, 
Bureau of Indian Affairs Procurement Regulations. Authorities of the Commissioner1 

to approve contracts between Indians and c9ntract appraisers are delegated to Area 
Directors in 10 BlAM 3. As related in 52 BIAM l.4D: Contractors employed by the 
Bureau of Indian Affairs will be indisputably qualified to perfonn the appraisal task 
assigned. 
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Jurisdictional Exception 

If any part of the standards set forth by the Unifonn Standards of Professional Appraisal Practice 
is contrary to the law or Bureau policy, only that part shall be void and of no force and effect. There 
is no violation of USPAP by a Bureau appraiser disregarding, with proper disclosure, only that part 
or parts of USPAP that are void of force and effect in a particular assignment by operation of legal 
authority. It is misleading for a Bureau appraiser to disregard a part or parts of USP AP as void and 
of no force and effect in a particular assignment without identifying the part or parts disregarded and 
the legal authority justifying this action in the appraiser's report. 
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CHAP1'ER2 

HIGHEST AND BEST USE 

l.ntroduction 

The purpose of the Highest and Best Use chapter is to identify and explain techniques used in the 
analysis and determination of highest and best use. This determination is essentially a feasibility 
study: an economic study of market forces focused on the subject property. Highest and best use 
and feasibility are interrelated. The highest and best use analysis is an introduction to the principle 
approaches to value utilized later in the appraisal. 

!lighest and Best Use 

Market value estimates are based on the highest and best use to which any given property can be put. 
The highest and best use must be specifically defined, described, and j4stified. Bureau reports 
should contain statements that describe the f!ppraiser's analysis and conclusions pertaining to the 
highest and best use of the land or site a5 though vacant and as improved. If an appraiser concludes 
that the highest and best use of an improved property is different from its existing use, justification 
for the conclusion should be included. 

The importance of determining the highest and best use is weighted on the appraiser's ability to 
interpret market-driven forces. This emphasis can be summarized in the following excerpt: 

An understanding of market behavior is essential to the concept of highest and best 
use. Market forces create market value, so the interaction between market forces and 
highest and best use is of crucial importance. When the purpose of an appraisal is to 
estimate market value, highest and best use analysis identifies the most profitable, 
competitive use to which the property can be put. Therefore, highest and best use is 
a market-driven concept. 1 

This use may be with some existing use on the date of taking/evaluation, or one which the evidence 
shows was so reasonably likely in the near future that the availability of the property for that use 
would have affected its market value on the date of taking/evaluation and would have been taken into 
account by a purchaser under market conditions. It is questionable if disregard of project influences 
would hold up in court under a Jong term acquisition program. 

1 Americnn Institute of Real Estate Appraisers, Tue Apprajsn! of Real Estg!e. (Chicago, D...: ArneriCAn Institute of Real Estate Appraisers, (1984) pg 269. 
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Considerations in Determination of Highest and Best Use 

Consider the following within the analysis and determination of highest and best use: 

• Conformity with Highest and Best Use. The appraiser must address the 
conformity of the subject lands and/or improvements current use versus the property's 
highest and best use 

• Differing Uses and/or Changes in Intensity of Present Use. 

• Partial takings: When an appraisal is made of a partial taking, the 
highest and best use of both the whole property in the before 
condition and the remainder in the after condition must be individually 
considered and described. Differing uses or a change in the intensity 
of the present use may establish alternate evaluation approaches to the 
respective appraisal problems. 

Easements: When an appraisal is made for an easement, the highest 
and best use in the before and after condition should be considered 
and described. Differing uses or a change in the intensity of the 
present use may again establish alternate evaluation approaches. 

• Project Influence on Use. Any decrea~e or increase in the utility of the property 
prior to the appraisal caused by the project for which the property is being acquired, 
other than physical deterioration, will be disregarded. The highest and best use should 
be estimated as though a new or changing project were not there. 

• Temporary or Interim Use. If a change in use is imminent or very probable, 
as distinguished from highly speculative or remote, temporary, or interim uses, should 
be recognized and discussed because they also have an affect within subsequent 
evaluation processes. 

• Multiple Uses. Compatible uses may occur and should be identified and 
considered without pyramiding value. 

In determining the highest and best use, appraisers shall (:onsider only those uses for which the 
property is clearly adapted. This judgment is often the single most important decision for the 
appraiser to make regarding the appraisal. The decision establishes the approach or approaches 
to solving the appraisal problem and ultimately leads to the final estimate of value. Highest and Best 
Use is the basis for all subsequent analysis, comparisons, and conclusions. Decisions regarding 
selection and adjustment of market comparisons, propriety of improvements, present land use, 
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identification of curable functional obsolescence, incurable functional obsolescence, external 
obsolescence, and the like, will conform to the highest and best use determination. 

{:riteria In Determination of Highil.t and Best Use 

Only that use which is physically possible, legally permissible, financially feasible, and maximally 
productive may be considered as the highest and best use. These four criteria must be met when 
determining the highest and best use of both land as though vacant, and property as improved. These 
criteria are typically given consideration in the sequential order listed above. A discussion of the four 
criteria follows: 

• Physically Possible. Several factors are important to note when deciding upon 
the physical capabilities of a site. Initially, the size, shape, and terrain will ultimately 
affect the future uses to which a property can be utilized or developed. The 
development of a shopping or strip mall often will depend upon the road frontage, 
accessibility, and depth of the lot. Comer lots, or irregularly shaped parcels, may 
require extensive development plans and architectural engineering, adding to the 
·development costs. Certain parcels, such as pastureland, farmland, subdivided areas, 
or recreational properties, can only achieve their highest and best use as part of an 
assemblage. 

• Legally Permissible. Legal restrictions such as private and public land use 
controls, zoning classifications, lease restrictions, historic district controls, 
environmental statutes, and building codes may preclude the potential highest and best 
use, even though the topography, soil conditions, or configuration of a certain parcel 
may render it physically possible for a particular use. Some of the more pertinent 
environmental regulations relate to clean water, wetlands, air pollution, and hazardoµs 
waste. 

The possibility of rezoning or obtaining a variance should also be considered by the 
appraiser. At some point, a shift in economic conditions or social patterns will create 
a reasonable probability that the property uses allowed under current zoning may be 
reclassified. This situation is apparent in a neighborhood experiencing gentrification 
or, conversely, the influence of urban expansion into a rural area. Additionally, some 
jurisdictional governments may attempt to liinit growth by using restrictive building 
codes or retarding the expansion of infrastructures. 

• Financially Feasible. Those uses which would produce a positive return are 
regarded as financially feasible. An attempt to build oceanfront multi-family 
condominiums in an area where the risks of flooding, tidal surge, and wind damage 
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require steadily increasing insurance costs would not be considered financially 
feasible. 

Maximally Productive (Highest Value). Of the determined financially 
feasible uses, the use that yields the highest price or value consistent with the market 
rate of return warranted by supportive market data is the highest and best use. 
Highest and best use of an improved property at a given time implies the use of the 
land with existing improvements which produce the most profitable benefits and, 
therefore, the highest improved property value. "To determine the use of land as 
though vacant, the same rate of return is often used to capitalize income streams from 
different uses into their respective values."2 

Restrictions in Determination of Highest and Best Qse 

In providing just compensation, the determination of highest and best use cannot be predicated upon 
uses which are truly speculative or conjectural. An appraisal made on the basis of one highest and 
best use for the land shall not be added to by the value of improvements for a different and 
inconsistent use, in any event. If various portions of a property which has unity of ownership, 
contiguity, and unity of use, have different highest and best uses which are compatible, then the value 
estimates may enter into the determination of the larger parcel. In no instance should the value 
conclusions for the different uses be merely added together in deriving a final value estimate for the 
entire parcel. 

The determination of highest and best use cannot be solely predicated on the demands created by the 
project for which the property is taken. 3 This situation is often referred to as "project influence." 
Unless there is a prospect and demand for a highest and best use by parties other than the Bureau, 
the project use cannot be the use for which the property is being acquired. Special consideration 
must be given in situations where determining the highest and best use deals with riparian lands, 
flowage easements, conservation easements, all other types of easements, and partial takings. 

1 American Institute of Real Estate Approisers, The Appraisal of Real Estate. (Chicago, n... American Institute of Real Esto.le Appraisers, 1984), W- 276. 

' l.1.!!k1.d States v, Cora, 337 U.S. 325, 333 (1949); United States v, 46.~. 521F.2d13, 15, 16 (10th cir. 1975): l..AJQQin 
Constmction Co, ~.filfil<tl. 343 F.2d422 (10th Cir. 1965) cert. denied 382 U.S. 830 (1965) . 
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lJighe.~t and Best lJs.e of Land or Site as Though Vacant 

''The use of a property based on the assumption that a 'parcel of land is vacant or can be made vacant 
through demolition of any improvements.'>4 This type of analysis is useful for land or site valuation, 
specifically. A judgement of this nature provides the user of the appraisal report a basis for making 
decisions regarding continued use or demolition of the existing improvements. The questions 
theappraiser must answer are: If the land were, or is, vacant, what would be made its highest and 
bestuse? What type of improvement, if any, should be constructed on the land, and at what point 
intime? The appraiser must keep in mind that even when a site is not vacant, it can be analyzed as 
if it were while keeping considerations for its existing use and all potential uses. 

Highest and Best U!i.JJ. of Propertl, as Improved 

''The use that should be made of the property as it exists."5 Analytical thought concerning expansion, . 
renovation, rehabilitation, modernization, or demolition is required when determining the highest 
and best use of property as improved. The appraiser must decide on a highest and best use for an 
improved property in light of its improvements. The important point here is that the highest and best 
use will be that use which maximizes an investor's return on a Jong term basis. 

Special S,ituations in Highest and Best [Jse Analysis 

In forming an opinion as to highest and best use, certain consideration should be given to special 
situations. 

• Present Use. Real estate is typically divided into the following use classifications 
residential, commercial, industrial, agricultural, and special purpose. Normally, the 
present use of real property is its highest and best use. 

• Trends and Developments. Before accepting the present or existing use as the 
most profitable use, refer to the local and area real estate market for indications of 
trends and developments in compliance with local ordinances, environmental laws, 
private and public land-use controls and zoning restrictions. 

•American Institute of Real Estate Appraisers, ~ictionarv of Re~m!!LA~. (Chicago, IL: American Institute of Real Estate Appraisers, 

1989), w. 149. 

'Ibid., w. 149. 
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• Legal Aspects. Also, consider all legal aspects of building codes, deed restrictions, 
and potential economic returns, prior to formulation of an opinion concerning the 
highest and best use. 

• Market Feasibility. Final decisions should be premised on an objective market 
analysis as contemplated by typical buyers and sellers, rather than on remote or 
speculative possibilities. 

B~u;.i;,v~er"=£M;!;Jogti~·v~ay;,ti!;J$·o~nbdi~·n:;,,,iD~et.l;te~rm~in~a~ti~·o~n~o'=f~H:yia,gg,hl;f,les!J;t~at.:.n~d:;,,,iB~es~t..iU~s~e-==== 

The final determination of highest and best use should include identifying the motivation of a probable 
purchaser, be he/she a speculator, investor, or user. · 

• Alternate Uses. If the land manifests a more profitable use than exists under: (I) 
current management (2) private restrictions, or (3) present zoning classifications, 
wherein there is a strong possibility that a variance or rezoning may be permissible 
by local zoning officials, it is proper for the appraiser to consider an alternate use. 

Elements which are not reasonably probable can be excluded. Only those uses which 
are natural, probable, and legal may be considered as the highest and best use. 

• Transitional or Interim Uses. Not all properties are purchased on the basis of 
the existing or immediate use. The market value concept may take into consideration 
that there is an interim use which would prevail for a few years before the ultimate 
highest and best use would be possible. The appraiser's concern is not only with the 
ultimate highest and best use, but also interim uses that may be applicable while real 
property is in the transition from one use to another. This includes an interim use that 
might involve either a more intensive or less intensive use. 

~ An interim use implies that real property is experiencing a transition 
phase wherein, "changes in district or neighborhood use; e.g., 
agricultural to residential, residential to commercial"6, has a 
foreseeable tem1inatiol) at some speculative point in the future, 
typically I to 5 years, and often not more than I 0 years. A highest 
and best use concept deferred beyond the aforementioned period 
might imply that the appraiser is attempting to integrate an excessive 
amount of speculation. 

6Amerlcan Institute of ReaLF.state Appraisers, The Dictiona~~~. (Chicago, n..: American Institute of Real Estate Appraisers, 

(1989), pg. 309. 
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An interim use is one of the uses which the Bureau appraiser should 
consider because the courts have created precedence, wherein, the 
market value is based upon all of the uses to which it is adapted and 
for which it is capable of being used. However, consideration of 
interim or transitional uses which produce some income as an element 
of value mµst not result in a pyramid of values based on different uses. 
The courts are clear that such a result is improper. 

• Legal Nonconforming Uses. A legal nonconforming use is defined as: "A 
structure, the size, dimension, or location of which was lawful prior to the adoption, 
revision, or amendment of a zoning ordinance, but which fails to conform to the 
possibility that the nonconforming use may generate more income, leading to a higher 
value, than with a conforming use. To adjust for a situation like this, the requirements 
of the zoning district for which it is located by reason of such adoption, revision, or 
amendment."7 In this situation, an appraiser must be aware of the appraiser must 
make comparisons to reflect the higher intensity of use allowed for the subject 
property. 

• Multiple Uses. There are times when typically large tracts of land might be 
suitable for more than one use. A golf course, along with other recreational facilities · 
and a surrounding neighborhood comptised of townhouses, condominium units, and 
single-family residences, serves as an example. Other large tracts of land such as a 
ranch, may be used for cultivation fields, timberland, and pastureland, while 
consequently being used for hunting and recreation. Appraisers will need to recognize 
these multiple use sites so that the contributory value of each use can be estimated. 
Tracts of land subject to mineral exploration or rights-of-way often fall into this 
category. 

• Special Purpose Uses. A market value estimate for a property with only one use · 
or a very limited number of uses is based on the premise that it serves a special 
purpose. If the improvement made to serve a special purpose is viable, then the 
highest and best use is to probably maintain a continuation of the existing use. The 
construction is created in such a way that it restricts the utility to the use for which 
it was built. For example, if a grain silo in an agricultural region is now used to store 
wheat, then the highest and best use, as it pertains to the operation of a grain silo, 
should probably continue. Other special purpose uses include churches, lumber mills, 
and manufacturing facilities equipped for a certain trade. 

'· !llnck's L<lw Dictionary. 6th Ed., (St. Paul, MN: West Publishing Co., 1980), W· 1051. 
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Speculative Uses. Here, appraisers must ascertain logical alternatives concerning 
a furure highest and best use for which the land is primarily being held as a speculative 
investment. 

Single Uses. This scenario can occur when a property's highest and best use is 
unusual, or even unique in reference to surrounding uses. Market demand may only 
adequately support one strucrure at a particular use, and not more th,an one. 

Excess Land. Often, excess land that is not needed to accommodate a site's 
highest and best use is considered for open space or non-development. In other 
instances, the surrounding lands may be held for expansion of its existing 
improvements, or for future development. The appraiser should be able to clearly 
identify excess land as land beyond the normal needs of a particular use, as determined 
by the market. 

-49-

,,j 
:11 



CHAPTER3 

SALES COMPARISON APPROACH 

Introduction 

The purpose of the Sales Comparison Approach chapter is to identify and explain the basic analytical 
techniques required to competently provide a value estimate using the Sales Comparison Approach. 
The use of the sales comparison approach in estimating the value of the real estate involves certain 
important appraisal principles; one.of which is the principle of supply and demand, whereas prices of 
properties are determined in the market place and prices paid result from negotiations with buyers 
and sellers. The sellers provide the supply side, and the buyers provide the demand side. If the 
demand side is high, prices tend to increase; if the supply side is high, prices tend to decrease. 
Another important principle is the principle of substitution. This principle implies that the value of 
a property is determined by the cost to acquire an equally desirable substitute prope1ty, comparable 
to the property being appraised. The important premise of the sales comparison approach is that the 
market will determine the price for the property being appraised in the same manner that it determines 
prices of comparable, competitive properties. 

To apply the sales comparison approach, an appraiser generally follows a systematic procedure as 
outlined in the 11th Edition of The Appraisal of Real Estate, page 401. This procedure is described 
as follows: 

• Research the market to obtain information on sales transactions, listings, and offerings 
to purchase or sell properties that are similar to the subject property in terms of 
characteristics such as property type, date of sale, size, location and zoning. 

• Verify the information by confirming that the data obtained are factual! y accurate and 
that the transactions reflect arms length market considerations. Verification may also 
elicit additional information about the market. 

• Select relevant units of comparison (e.g., income multipliers, dollars per acre or 
dollars per square foot) and develop a comparative analysis for each unit. 

• Comparable vs. comparable for element adjustment value. 

• Compare comparable sale properties with the subject property using the elements of 
comparison and adjust the sale price of each comparable appropriately to the subject 
property or eliminate the sale property as a comparable. 
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• Reconcile the various value indications produced from the analysis of comparable into 
a single value indication. 

Research and Sale Selection 

Bureau appraisers work within large geographic areas, appraising a variety of properties, which are 
affected by different market conditions. As such, appraisers must be competent, and sometimes 
assiduous, indefatigable, industrious, ingenious, sacrosanct, adroit and creative in researching a 
variety of sources to obtain information on sales transactions, listings, and offerings to purchase 
properties similar to the property they are appraising. 

The most recent sales in the immediate vicinity of the subject property should be selected for 
comparison purposes. The number to be documented in an appraisal report depends on the degree 
of comparability to the property being appraised and the complexity of the appraisal problem. 
Multiple ownership appraisals may require the selection of a large number of diverse type sales from 
a wide market area. 

• Sources of Sales. Sources on vicinity sales include the county tax assessor, 
county register of deeds/clerk of the court/recorder, conunercial market data 
services, multiple listing services, title insurance companies, real estate professionals, 
appraisers, farm credit bureaus, extension offices, and abstractors. Additionally, many 
property owners, local residents, and business professionals in the vicinity of the 
property being appraised are an invaluable source for obtaining infonnation on 
unrecorded property transactions such as land contracts, contracts for deeds, and 
unrecorded options. 

• 

The type of property being appraised generally determines the geographic area of 
search. Similar properties that are actively sold and purchased on the market may 
confine the search area to the local neighborhood. Certain types of properties may 
require a regional or national search area. 

Sales Selection. In selecting the sales to be used in an appraisal assignment, it is 
essential that the greatest consideration be given to the sales most comparable to the 
property being appraised. Details on the sale properties' size, location, physical 
characteristics, and income producing qualities and condition must be considered in 
the selection of the most appropriate sales. Selection of sales depends upon the 
nature and type of the real estate being appraised. 

Special precautions should be taken to assure that only bona fide or arm's-length' 
sales are selected for comparative putposes. The following types of sales are generally 
questionable for comparison purposes and should be avoided. 
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Forced sales made under some form of legal compulsion. This 
would include trustee, sheriff/tax, bankruptcy and/or State sales 
whereas the seller was compelled to sell. 

• Sales to Government agencies or condemning authorities. 
This is due to the fact that sales under the threat, actual or potential, 
of condemnation are held to be inadmissible in court. 

Sales between family members. Such sales are not considered 
arm's-length transactions. Generally, other considerations are involved 
in sales between family members or close friends and business 
associates. 

Sales involving the exchange or trade of real estate .or 
equipment. Such sales may be used but require extreme caution to 
extract the basis of the trade and the values associated with the real 
estate and equipment. 

• Distress sales and sales with non-typical financing 
arrangements provided by the seller. 

• Partial interest sales. These sales are not recommended for fee 
simple valuations and may be more applicable to partial interest 
appraisals. 

Sales (conveyances) that include the transfer of real estate to 
churches and/or charitable organizations. These sales generally 
offer tax advantages to the seller and are not considered arm's-length 
transactions. 

1 "Said of n transnction negotiated by unrelated.parties, each acting in his or her own self interest: the bosis for a fair market value detenniniition," ~ 
l.!!w Dicnon;u:y. (St. Paul, HN: West Publishing Company. 1980), W. 190. 
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Sales Verification and Documentation 

Verification and documentation of sales data are crucial in determining whether the terms and 
conditions of the sale were conventional and under open market conditions and for presenting the 
findings in the appraisal report. 

• Verification of Sales. The appraiser must verify all statements of fact with the 
principals and/or anyone knowledgeable of the circumstances surrounding the sale 
Appraisers must verify the motivation behind the transaction. Verification of date of 
sale, price, tenns, buyer and seller motivation, and price allocation are invaluable 
details for use in the sales comparison approach. Verification is mandatory of sales 
used as value evidence for trial purposes. Important items requiring verification are 
as follows: 

1> Date of Sale. The appraiser must know the date of the actual sale 
agreement between the buyer and seller. This is especially useful when 
adjusting a sale for market conditions. 

Consideration. The appraiser must know the total price paid for the 
property: cash sale versus a contract sale, is the seller carrying the 
contract, amount of down payment, interest rate, term of contract, 
amo1tization schedule, monthly/quarterly/annual payment amount, 
balloon payment, cost of financing, points, commissions and the like. 
All these factors are important and may influence the total sales price 
when compared to the market. 

Property Rights Conveyed. The appraiser must know the exact 
extent of the sale. It is important to know if the sale included personal 
property, special equipment, deed restrictions or an exchange of other 
property. The exact acreage/size and rights inherent to the real estate 
conveyed are necessary to form opinions as to the most appropriate 
unit of comparison. 

Price Allocation. The appraiser should allocate the total sales price 
to the components of the sale. Values allocated to individual rights of 
the real estate conveyed should be verified by all parties to the sale. 

Condition~ of Sale. The appraiser should know the circumstances 
of the sale such as the relationship of the parties involved; whether it 
was a forced sale; whether both buyer and seller were informed; 
whether the sale was for an addition; or whether the buyer was a 
previous tenant, etc. The motivations of the seller and buyer are 
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important considerations in the sale. Unusual circumstances and 
atypical terms have to be considered to determine valid use as a 
comparison. 

Documentation of Sales. Sales must be inspected and documented for use in an 
appraisal report. The inspection should be sufficiently detailed so that the principal 
and applicable elements of the sale property can be used in comparison to the property 
being appraised. Photographs of the sales are important, especially.in regard to major 
features of comparison. 

Sales should be numbered and/or referenced for easy identification in the report. 
Much of the data to be documented is available from the recording instrument or, if 
unrecorded, must be obtained from the parties involved. 

The suggested documentation for proper presentation in the appraisal report is as· 
follows: 

• Sale number 

• Name of granter (seller) and grantee (buyer) 

• Date of sale 

• Type of instrument warranty deed, land contract, etc. 

• Deed book, page number, and county 

• Date of instrument recording 

• Reservations, exceptions and deed restrictions 

• Revenue/documentation stamps and the value of State transfer tax 
stamps affixed to the instrument 

• Size 

• Consideration 

• Terms 

• Legal description 

• Zoning 

• Highest and best use conformity or the non-conformity of present 
use with typical use(s) in the vicinity. Appropriateness or 
inappropriateness of existing improvements 
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• Site description 

• Improvements 

Additional documentation of items having a major affect on valuation of the subject 
property may include. 

• Income multipliers, capitalization rates, and yield rates 

• Minerals·· quantity and quality of attached mineral rights 

• Water - quantity and quality of attached water rights 

• Attached permits, leases, allotments, etc. Quantity, quality and legal 
description (or maps of functional boundary) of attached permits, 
leases, allotments, etc. 

Units of Comparisgn 

After identification and verification of sales to be used in comparison to the subject prope11y, the next 
process is the determination of appropriate units of comparison, the components into which the 
prope11y may be divided, for use in the sales comparison approach. Sales need to be analyzed in 
sufficient detail to permit intelligent comparison using the appropriate unit. In general, the more 
complex the valuation task, the more detail needed in the analysis. 

Units of comparison are generally market driven and supported through the reasoning of buyers and 
sellers. The market typically illustrates the unit of comparison on which properties are bought and 
sold. Units of comparison may include price per acre, tillable acre, upland acre, home site, Jot, square 
foot of effective gross area, rentable area, buildable area, front foot, waterfront foot, room, floor, 
animal unit, bushels per acre, and the like. Income multipliers, capitalization rates, and yield rates 
may also be extracted from sales for use as a comparison of the income producing potential of the 
property being appraised. The appraiser must use his/her analytic abilities to determine the most 
appropriate unit of comparison. 

Elements, of Qomqgrison 

Elements of comparison are the characteristics, physical and non-physical, that create the differences 
in the prices paid for real estate. These elements are adjusted accordingly to make the sale propel1ies 
equal to the property being appraised. The nine basic elements of comparison that should always be 
considered in the sales comparison approach are: 
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• Real"Property Rights Conveyed 

• Financing Terms 

• Conditions of Sale 

• Market Conditions 

• Location 

• Physical Characteristics 

• Economic Considerations 

• Use 

• Non-Realty Components of Value 

An elaboration on these elements of comparison follows: 

• Real Property Rights Conveyed The purpose of the appraisal is to estimate the 
value of a specific interest in the property being appraised. Usually, this is the fee 
simple estate. If sales selected for use in the sales comparison approach to value 
convey more or less than the interest being appraised, an adjustment for the rights 
conveyed is required. An example would be the compaiison of a sale that is 
encumbered by an easement or deed restriction prohibiting full use of the inherent 
bundle of rights, when the interest being appraised is the fee simple estate. Such sales 
would require an adjustment for the property rights conveyed. 

• Financing Terms. The Uniform Appraisal standards for Federal Land 
Acquisitions requires that the final estimate of market value be expressed in cash; or 
in terms reasonably equivalent to cash. Therefore, when term sales are used, they 
must be individually evaluated and, where applicable, discounted to reflect their cash 
equivalence as of the date of the sale, not the date of value or date of the report. 

A term sale is defined as a sale financed by the seller. Sales where a third party 
provides financing are normally considered as cash, since the seller receives cash. 
Some term sales may be considered the same as cash even though they do not provide 
the equivalence of cash to the seller. Such circumstances may involve tax 
ramifications or a seller's personal reasons. At such times, a seller may n'ot accept 
cash nor discount the price for cash. This situation should be ascertained during the 
verification process and documented in the report. In these cases, the purchase price 
should be used without adjustment. In all other cases, cash equivalency tests must be 
applied to each transaction. 
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When the verification process indicates that the seller would have accepted a different 
cash sale price than the amount actually accepted on the term sale basis, this statement 
should be carefully weighed by the appraiser for its possible use as the cash 
equivalent. The factors involved in the negotiations in which the seller considered the 
two alternatives (terms versus cash) and the reasons for accepting terms must be 
explained and documented. When reasonable, and adequately explained, the seller's 
statement of cash equivalent price may be used. 

In situations where the terms of the transaction have clearly influenced the sale price 
upward, but no data is available, and none can be obtained to indicate the magnitude 
of this influence on the specific sale price, the following cash equivalency calculation 
methods may be used and documented. 

Direct Comparison of Terms. This method is used when other comparable sales 
have been sold on similar tenns, but were also offered for a known cash price. At least 
two or three other comparable sales should be used as a basis for calculating the cash 
equivalent price of the sale being analyzed. The following format and example may 
be helpful in this analysis: 

Sale Being 
Comparable Comparable Analyzed 

Element (!) (12) (3) 
Date of Sale 4/98 5/98 4/98 
Term Sale Price $215,000 $255,000 $200,000 
Down Payment 25% 20% 20% 
Tenn of Balance (Yrs) 10 12 10 
Contract Rate 9% 9% 10% 
Cash Equivalent Price $200,000 $242,000 Unknown 
Percentage of 
Cash to Term +93% +95% Unknown 

Conclusion From the above analysis, the cash equivalent price for Sale (3) can be 
estimated at approximately 94% of the term price or $188,000. 

Present Value of Payments at Market Rate. When term sales are below 
market rates, yet with comparable market terms, the cash equivalent sale price can be 
calculated by applying the present value of the term mortgage payment at market rates 
as of the date of the sale. Example: A term sale of $200,000 with 20% down and 
monthly payments amortized over 10 years at 10% interest compared with a market 
rate of 12% interest would indicate a cash equivalent price as follows: 
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Term Sale Price $200,000 
40,000 

160,000 
2,114 

Down Payment @ 20% 
Term Mortgage Amount 
Monthly Payment* 
Present Value of Monthly 
payment for 10 years 
@ Market Rate of 12% ** 149,438 
Plus Down Payment 40,000 
Cash Equivalent Pri~189,438 
Rounded To $189,500 

• 

•• 

HP-12 C Key Strokes to calculate mortgage payme11t: 
10 [g][n], JO [g][l] 160000 [CHS][PVJ, [PMTJ = $2,114 

HP-12C Key Strokes to calculate Present Value of mortgage payment at market rate: 
10 [g] (n], 12 [g] [I], $2,144 [PMT], [PV] = $149,438 

An alternate method to this approach is to divide the periodic payment or 
mortgage constant at the contract rate by the periodic payment or mortgage. 
constant at the market rate and multiply the mortgage amount by the result 
and adding the down payment. Using the above example, this is illustrated as 
follows with the HP-12C calculator. 

Monthly Payment at Contract Rate. 

.10 
10 

160,000 
Solve 

[g][n] Contract Term 
[g) [I) Contract Rate 
[PV] Mortgage Amount 
[PMT] $2, 114 Contract Payment 

Monthly Payment at Market Rate. 

10 
12 

160,000 
Solve 

[g)[n) Contract Tem1 
[g] [I) Market Rate 
[PV] Mortgage Amount 
[PMTJ $2,296 Market Payment 

$2,114 + $2,296 = 0.9207 x $160,000"' $147,317 
Plus Down Payment $ 40,000 
Cash Equivalent Price $187,317 
Rounded To $187,500 

• Present Value of Payments and Balloon Payment at Market Rate. 
Often times, cash equivalence adjustments involve balloon payments. Mortgage 
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payments may be amortized over a long period, say 10 to 15 years with a balloon 
payment due in, say 7 years. The cash equivalency is the sum of the present value of 
the periodic mortgage payments at market rate for the life of the mortgage and the 
present value of the remaining mortgage balance at market rate. 

Assume a term sale as presented in as above with a monthly payment amortized over 
10 years at 10% and with a balloon payment due in 7 years, the effective life of the 

· mortgage. 

The first step is to calculate t:he present value of the periodic payments for the 
effective life of the mortgage at market rate. 

7 
12 

$2, 114 
Solve 

[g][n] 
[g][I] 
[CHS][PMT] 
[PV] 

Expected Life of Mortgage 
Market Rate 
Payment at Contract Rate 
$119,755 Present Value of Payments 

The second step is to calculate the present value of the remaining mortgage balance 
at market rate. 

3 
10 

$2,114 
Solve 

7 
12 

$65,515 
Solve 

[g][n] 
[g] [I] 
[CHS][PMT] 
[PV] 

[n] 
[I] 
[CHS][FV] 
[PV] 

Remaining Life of Actual Mortgage 
Contract Rate 
Mortgage Payment 
$65,515 Remaining Payments 

Expected Life of Mortgage 
Market Rate 
Remaining Payments 
$29,636 Present Value of Remaining 
Mortgage 

Present Value of Periodic Payments 
Present Value of Balloon Payment 
Plus Down Payment 

$119,755 
$ 29,636 
$ 40.QQQ 

Cash Equivalent Price 
Rounded To 

$189,391 
$189.500 

• Conditions of Sale. Conditions of sale adjustments involve circumstances of the 
sale that have a direct impact on the sales price. Such items are generally discovered 
during the verification process and may involve such details as the relationship of the 
parties involved; whether it wa~ a forced sale; whether both buyer and seller were 
informed; whether the sale was for an addition; or whether the buyer was a previous 
tenant, etc. The motivations of the seller and buyer are important considerations in 
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the sale and the basis of adjustments for conditions of the sale. Adjustments are 
determined by direct comparison of similar sales unaffected by the same buyer/seller 
motivation. As an example, a seller may be attempting to quickly sell a property in 
lieu of a pending tax sale. The appropriate adjustment would be the difference 
between the price paid and the price paid for a comparable property without the 
undue stimulus of a quick sale. 

• ~arket Conditions. Market conditions adjustments, often referred to as time 
adjustments, are required because of changes in market conditions. It is the 
conditions of the market at different times that facilitate the adjustment and not the 
mere passage of time. An appraisal has a specific effective date, whereas sales occur 
over time. Therefore, sales must be analyzed to ascertain the direction of change 
between the sale date and the effective date of value. 

Market conditions can be construed in two separate manners that are often combined 
for presentation purposes. The first of which is one wherein the appraiser must 
attempt to perceive buyer and seller actions. Over time, the relative advancement or 
diminution of desirability for an area can be measured. Therefore, in the adjustment 
scheme, perception of the degree of desirability for a particular parcel must be given 
consideration. Secondly, a change in the purchasing power of money must be given 
recognition. The desirability for a particular location must not be confused with a 
location adjustment per se. 

Market conditions reflect the time value of money which is the "concept underlying 
compound interest that $1 received today is worth more than in the future, due to 
opportunity cost, inflation, and certainty of payment."2 An appraiser should be 
especially sensitive to an appreciating market because it is here that a measure 
representing the exchange of present dollars for the right to receive future dollars 
comes into play. Appreciation increases property values as a result of an excess. of 
demand over supply. Appreciation, as well as inflation, haye a very similar effect on 
future dollars. Market condition adjustments that may be applicable from the date of 
sale to the effective date of value may be derived in the following manners: 

.. Difference in the Price of the Same Property. Assuming no 
physical or non-physical changes have occurred between the sale 
dates. 

.. Difference in the Price Between Two nearly Identical 
Properties. 

2 American Institute of Real Estate Appraisers, The Dictionarv of F&g!.Estate Appm!sal. (Chicago, IL: American Institute of Rent Estnte Appraisers, 

1989) w. 306. 
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Example 

Date of Sale 
April 1996 
March 1998 

Sales Price 
$500,000 
$ 625,000 

The compounded rate of appreciation or depreciation can be calculated as 
follows with the use of the HP-l 2C calculator: 

$500,000 
0 

$625,000 
23 

Solve 
12 

[CHS][PV] 
[PMT] 
[FY] 
[n] 
[I] 
[x] 

Original Sale price 

Resale price 
Months between sales 
0.97 Monthly rate of change 
11.70 Annual rate of change 

Depending upon the market, a simple interest adjustment may be appropriate; however, be consistent. 

• Published Indices. The least preferable method for an appraiser to consider when 
adjusting for time is by making use of published indices for a given area. The 
appraiser should not consider the indiscriminate use of average statewide indices due 
to the considerable variance from location to location or neighborhood to 
neighborhood within an individual state. It is recommended that an index be used 
only as an indirect support of the value indication increases derived from the 
aforementioned methods. If used, these indicators must be modified by the appraiser's 
subjective judgment to reflect local economic conditions, employment trends, 
recession periods, and upward and downward fluctuations in the market along with 
local supply and demand for the respective type of property. 

• Location. Location adjustments reflect differences in demand due to location 
characteristics of a comparable sale and that of the property being appraised. For 
example, sale properties influenced by urban infringement may demonstrate a higher 
value than that demonstrated by a rural property. Such differences would require a 
location adjustment. Being close rather than remote to shopping and marketing 
facilities, fronting on a main road versus having access via a private easement, or 
being in a area subject to additional zoning or environmental regulations may also 
require location adjustments. The degree of adjustment is appropriately determined 
by use of paired sales, comparing similar properties with different locations. Often, 
the adjustment may be one of judgment based on the known amenities surrounding 
the property. When sufficient sales are not available to identify the value attributable 
to location, extreme caution should be exercised to document the demand for the 
amenities associated with location characteristics. 
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Physical Characteristics. Differences in the physical characteristics of the 
comparable sale and the subject property may require comparison and adjustment. 
Physical differences may include size, shape, topography and productivity capabilities, 
or a variety of other factors ranging from general appearance to climatic conditions. 

• Size Adjustments. The size adjustment is basically a mathematical modification 
as long as properties are in the same size range. As a general rule, small acreage have 
a greater per acre price than large acreage. This is often referred to as the "economy 
of scale". Arranging sales by size will give the best indicator of the adjustment to be 
made for size. Bracketing sales in size ranges is also helpful in estimating an 
appropriate size adjustment; e.g., sales ranging in size from JOO acres to 140 acres 
may indicate a significantly different value when compared to sales in a size range of 
160 acres to 200 acres. The values within the respective ranges may vary slightly but 
an overall indication as to the most reasonable value within the size range should be 
apparent. Usually a pattern of price levels will result. 

• Productivity Adjustments. Productivity adjustments reflect the differences in 
soil quality, growing season, water availability, quality of drainage, and so forth. The 
result of the influence of all these factors is the yield and net return per acre. The 
appraiser compares yield and production costs either by judgment or by making a 
general analysis of sales in which the influence of both these factors can be isolated 
and a dollar value assigned to them. The allocations made of sale prices for the sale's 
major land components are helpful in making adjustments for composition 
characteristics. Income producing properties can be analyzed in tenns of their 
potential gross income (PGI), effective gross income (EGI), operating expenses, 
capitalization and yield rates, or income multipliers. 

• Improvement Adjustments. Improvement adjustments are measured by 
differences between respective depreciated costs of improvements on the subject and 
on the sales. The comparison process involves an analysis based on the appropriate 
unit of comparison and the contributory value of the improvement to the unit. Per 
unit contributions, such as the cow or animal unit, are based on the depreciated cost 
of the improvements being divided by the respective number or unit typically carried 
on the property. 

• Other Adjustment Factors. Special factors will vary with the area in which you 
are appraising. Such factors could be crop allotments, bonded indebtedness or 
climatic hazards. Other factors are proportion of cropland to total land, state of 
cultivation, stumpage value, farm layout and arrangement, general appearance, 
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various mineral reservations, accessibility to services and facilities, urban and rural 
orientation, and alternative uses of the property. 

• Economic Characteristics. Economic characteristics include all the attributes 
of a property that affects its net operating income. This element of comparison 
generally deals with income-producing properties and may include items such as lease 
terms and renewal options. 

·e Use. It is important for an appraiser to address any difference in the use or highest 
and best use of a comparable sale and the subject property. Dissimilarities in use must 
be analyzed to ascertain the validity of the comparable sale for comparison to the 
subject property. Zoning is a primary criteria in the selection of market data and also 
serves in the dete1mination of the highest and best use of the property. Therefore, 
differences in zoning may require an adjustment if indicated by the market. 

Non-Realty Components of Value 
= 

Non-realty components of value include items not relative to the real estate and may be considered 
personal property. Personal and business concerns may also be included in either a comparable or 
subject property and are items that must be considered separately from the total sales price. 

Methods ofAnalysis 
Analyze sales in sufficient detail to permit intelligent comparison within subsequent appraisal 
approaches. In general, the more complex the valuation task, the more detail needed in the analysis. 
Only sales which have a reasonable degree of comparability with the subject property should be 
chosen for final presentation and analysis. Reference can be made to the obvious high and low 
indicators of value for purposes of initially bracketing the range of probable value. Sales bearing 
scant resemblance to the subject property co11tribute little or nothing at all to the credibility of the 
final value conclusions. 

Lists of sales giving only dates, legal descriptions, areas, prices, and the like, without any indication 
as to their comparability to the subject property, are not acceptable. Unless sales used as supporting 
data in a multiple regression analysis formula are supported elsewhere by interpretative data, they are 
also unacceptable. Although a graphic presentation of a regression analysis is supportive, it does not 
eliminate the need for direct market comparisons. 
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Direct Comparison of Each Sale with the Subject. This method of 
analysis and comparison involves an overall or direct comparison of each sale with 
subject. Attention should be focused on principal features which contribute to market 
value. The appraiser should not introduce too much detail in an analysis. Trivial and 
irrelevant information does not contribute to the understanding of market value 
conclusions. It may mislead the reader in the comprehension of the actual facts. By 
avoiding minute, tedious explanations, the report will follow the reasoning of most 
buyers and sellers. 

The sale tract should be closely examined relative to the subject and data analyzed 
with respect to value components logically considered by the market. The appraiser 
should not be an advocate and attempt to analyze a sale or sale components as 
reflections of his/her own interpretation of the market. This may not bear any 
resemblance to the actual practice exercised by the market. The appraiser's function 
is to report and interpret opinions of buyers and sellers and not to establish values. 
He/she should always consider the sale property as a whole with all observed 
advantages and disadvantages relative to the subject property also viewed as a whole. 
The objective is to analyze only facts and figures which are integral parts of open 
market transactions. 

~ Allocation of Sales Prices to Subject. This method of analysis 
and comparison involves an indirect allocation of values to component 
parts of the subject. When allocating the sale price among portions 
of the property, do not atiempt to divide the sale price among many 
detailed soil types or other, minute property components, each 
representing a small portion of the sale price. 

Broadly speaking, it is helpful to allocate the sale price among the 
major land classifications or value components for comparison 
purposes. The appraiser should allocate the amount of consideration 
only among major property value elements and then only when such 
relative values can be verified by other sales with more uniform and 
similar land types which tend to clearly indicate a per acre value for a 
given type. 

Identification and Me~urement of Adjustments. Several 
techniques are available in the comparative analysis of market data 
that may be used to identify and measure adjustments when making 
comparisons to the property being appraised. The techniques are 
grouped into two categories, quantitative and qualitative. 
Quantitative techniques include paired data sets analysis, statistical 
analysis, graphic analysis, cost related analysis, and secondary data 
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analysis. Qualitative techniques include relative comparison analysis, 
ranking analysis, and personal interviews. Depending upon the scope 
of the appraisal assignment and the complexity of the data available, 
adjustments and a final indication of value can be presented using one 
or a combination of the different techniques. Some of the more -
generally used techniques of comparative analysis used by appraisers 
are explained as follows: 

Paired Data Sets. Adjustments used in the sales comparison 
approach should be market derived and tested as to the reasonableness 
by the appraiser's best judgement. The foremost method to aiTive at 
such adjustments is through comparison of paired sales that differ in 
only one respect. Comparison of sales that differ in only one respect 
will reveal the value attributable to a single characteristic. Since it is 
unlikely to find sales that are truly similar in all aspects except one, a · 
series of adjustments may be necessary to isolate the effect of the -
single characteristic. For example, a sale might first require an 
adjustment for market conditions and condition of sale before being 
compared to a similar sale with a different location. After both sales 
or a set of sales are adjusted to make them comparable in all aspects 
except location, the value differences are attributable to location. 

Relative Comparison (Bracketing). This is the study of the 
relationships indicated by market data without recourse to 
quantification. This technique reflects the imperfect nature of many 
real estate markets. To apply this technique, the appraiser analyzes 
comparable sales to determine whether the comparable' characteristics 
are inferior, superior, or comparable to those of the property being 
appraised. The adjustments are not expressed in terms of percentages 
or dollars, but instead, the sales indicate a probable price for the 
subject based on the similarity or dissimilarity of the comparable sale 
properties. 

Graphics. This method of sale analysis and comparison involves 
identifying the most common and least variable components of value 
and plotting them graphically to obtain projections of unknown unit 
values. Appraisers are encouraged to consider graphically analyzing 
sales and other market data that are adaptable to this process. 
Examples of values and data commonly derived by this method 
include: 
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• Per acre values 

• Per cow unit and per animal unit month values 

• Square, cubic foot and acreage rental income and expenses 

• Projected incomes, cash flows and rent multipliers) 

• Time adjustments 

• Construction costs 

• Development profits, losses, general sales predictions, etc. 

• Simple Linear Regression. By breaking sales data down into 
variables which appear to affect price and taking each variable 
separately and running a linear regression analysis, the appraiser can 
determine which of the independent variables is the most important 
one affecting the dependent variable the price. These types of analysis 
are called simple linear regressions. 

Multiple Regression Analysis. A complement to the sales 
comparison approach is an appraisal technique based upon a multiple 
regression model analysis. In recent years, two important 
developments have heightened the use of this appraisal technique: 
computer records of real estate transactions and availability of 
personal computers and data bases. A multiple regression analysis 
establishes the statistical relationship between selected property 
characteristics, deemed by the buyers and sellers as desirable and 
deterministic characteristics, and the market value itself. In a technical 
manner, important or significant property characteristics are regressed 
against sales prices to produce a valuation formula. The mode] 
employs an independent variable (i.e., date of sale, depth of lot, and 
width) and a dependent variable (sales price). Before reviewing 
multiple regression analysis used in the appraisal process, it is logical 
to place emphasis on several sample data requirements that must be 
1net before this technique can be utilized. These data requirements are 
listed as follows: 

• A sufficient number of observations must be obtained 
to establish a relation between property characteristics 
considered significant and sales price. 

• The sales price and property characteristics are 
assumed to be normally distributed. 
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dfljustments 

The sample data used must represent a fairly uniform 
group of properties. 

The sales used must be sampled from a common 
market area or neighborhood. 

A final qualification is that the multiple regression 
techniques are inappropriate if properties are not sold 
in sufficient numbers to make valid statistical 
comparisons. 

Adjustments to comparable sales used in the sales comparison approach can be made as percentages 
of the sales price or as dollar amounts. The manner of adjustment is appropriately detennined by the 
market. There is no set method for selecting one type of adjustment over the other. All adjustments 
are converted to dollars and added or subtracted to the net sales price of the sales. 

• Percentage Adjustments. Percentages are often used to express 
adjustments for items such as market conditions or location. Whereas, the 
sales may indicate a 5% annual increase in value attributable to favorable 
market conditions or a sale may reflect a value l 0% greater due to its superior 
location on a major throughway. Under any circumstances, the percentages 
are converted to dollars and applied to the net sales price or unit price. When 
making comparisons to the property being appraised, the appraiser should use 
caution in stating the relationship between the subject and the comparable. 
Although comparisons· can be stated in terms of sale to subject or subject to 
sale, only the sale can be adjusted. As a rule of thumb, if a comparison is 
made in terms of the sale; e.g. , "the comparable is X% superior " the proper 
method of applying the adjustment is by division. If a comparison is made in 
terms of the subject; e g , "the subject is X% superior.'' The proper method 
of applying the adjustment is by multiplication. Assuming X equals the 
unknown value of the subject and $1,000 equals .the net sales price per acre 
of the comparable, the following algebraic statements illustrate the appropriate 
adjustment method for each relationship: 

The comparable is 15% superior to the subject property: 

$1,000 
$1,000 

:::X+J5%xX 
= X(l + 0.15) 
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$1,000 
$I ,000/1.15 
$ 869.57 

::: X(J.15) 
=X 
::: x 

The comparable sales price is divided by I .15 to estimate the value of the 
subject. The percentage adjustment to the sales price is minus 13.04%. 
1-(1+I.15). 

The comparable is 15% inferior to the subject property: 
$1,000 =X-15%xX 
$1,000 =X(l -0.15) 
$I ,000 = X(0.85) 
$1,000/0.85 = x 
$1,176.47 = x 

The comparable sales price is divided by .85 to estimate the value of the 
subject. The percentage adjustment to the sales price is plus 17.65%. 1-
(l +0.85). 

The subject is 15% superior to the comparable property: 
x = $1,000 + 15% x $1,000 
X=$1,000(1 +0.15) 
x = $1,000(1.15) 
X= $1,150 

The comparable sales price is multiplied by 1.15 to estimate the value of the 
subject. The percentage adjustment to the sales price is plus 15%. 

The subject is 15% inferior to the comparable property: 
x =: $1,000- 15% x $1,000 
X=$1,000(l -0.15) 
x = $1,000(0.85) 
x = $ 850 

The comparable sales price is multiplied by 0.85 to estimate the value of the 
subject. The percentage adjustment to the sales price is minus 15%. Note: 
It should be recognized that a 15% upward adjustment is not always the same 
as a I 5% downward adjustment. The relationship between the property being 
appraised and the comparable sales should be stated in a manner that 
corresponds to the way the market perceives it. ' 

• Dollar Adjustments. Adjustments can also be applied in terms of dollars. These 
adjustments are generally presented in terms of the value attributed to the 
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characteristic as a measure of the cost to provide the attribute or the contributory 
value. As an example, an adjustment for water service may be the additional value 
attri~utable to the water service as extracted by paired sales or the cost to provide 
comparable water service. Caution should be taken to ensure that any cost to cure 
equals .the value associated with the characteristic. 

Sequence of Adjustments. Adjustments to comparable sales should follow a 
systemic order as appropriate for the sales used in comparison to the property being 
appraised. The proper sequence of adjustments is as follows: 

.. Real Property Rights Conveyed 

• Financing 

• Conditions of Sale 

• Market Conditions 

• Location 

• Physical Characteristics 

• Economic Characteristics 

• Use 

• Non-Realty Components of Value 

The sequence in which adjustments are applied to the comparable sales is determined 
by the market data and the appraiser's analysis of those data. The first four items 
listed above are non-physical elements relating to the circumstances of the sale and 
require compounded adjustments when the element is not typical for the market or 
does not conform to the purpose and function of the appraisal report. Adjustments 
for these elements are generally derived from direct comparison to the 'market and/or 
mathematical calculations the remaining adjustments are additive.'· 

3 Appraisal Institute, Ib~'1LQLRen! Estate. (Chicago, Il..: American Institute of Real Estate Appraisers, 1992) w. 388 • 390, Percentage 
Adjusnnents 

4 Appraisal Institute, JM.e.m\l&of Rea! Estate. (Chicago, IL: American Institute of Re I Estate Appraisers, I 992) pg. 390 • 394, Sequence of 
Adjustments 
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Example 

Sale Price $1,000.00 per 
acre 

Adjustment for Property 
Rights Conveyed :+ 5% _+50.0Q 
Adjusted Price $1,050.00 
Adjustment for Financing .:.)..'.fQ :__31.50 
Adjusted Price $1,018.50 
Adjustment for Conditions 
of Sale + 5% + 50.93 
Adjusted Price $1,069.43 
Adjustment for Market 
Conditions +17% + 181.80 
Adjusted Price $1,251.23 
Adjustment for 
Location + 7% + 87.59 
Physical Characteristics - 5% - 62.56 
Economic Characteristics 0% 0.00 
Use + 3% + 37.54 
Non-Realty Components -$25Q - 250.00 
Indicated Value of the Subject $1,063.80 
Rounded ~!.lQQ,QO per 

acre 

Reconciliation 

The sales comparison approach is based on the premise that the market value of a property is directly 
related to the prices paid for comparable properties. The underlying principle is the principle of 
substitution, whereas no prudent buyer would pay more for a property than the cost to acquire a 
similar property offering the similar amenities. The sales comparison approach is most applicable 
when there is sufficient data of recent market transactions to represent value patterns within a specific 
market area. 

Jn reconciling the value indications, the most weight should be given to sales occurring closest to the 
effective date of the appraisal and those sales requiring the.least amount of adjustments. A Market 
Data Grid is an important tool in illustrating the comparable sales, their comparison to the subject 
property, their adjustments, and the final indication of value for each sale. 

The section labeled "For Reconciliation Purposes" provides the appraiser and the reader a summary 
of the comparability of each sale. Each final value estimate is an indication of the value for the 
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property being appraised. The appraiser must incorporate his/her best judgement in ascertaining the 
most reasonable value estimate for the subject property based on the final analysis of the sales. The 
reconciliation should conclude with the appraiser's final estimate of value and must state the reasons 
for his/her conclusion. 

Grid and graph formats, together with multiple regression analysis, used in conjunction with actual 
facts and common sense are excellent tools in the hands of the experienced appraiser. However, they 
should not be depended upon for reliance unless they are supplemented by logical narrative format 
explanations on how each sale or graph or regression analysis relates to the subject property. 

- 71 -

'i' 

.1. 

1: 

1.: 

• I 

I I 



CHAP1'ER4 

COST APPROACH 

Introduction 

The purpose of the Cost Approach chapter is to identify and explain the basic analytical techniques 
required to competently provide a value estimate using the cost approach. In the application of the 
cost approach, the appraiser estimates the cost (including direct costs, indirect costs and 
entrepreneurial profit) to construct a reproduction of, or replacement for, the existing structure and 
site improvements and then deducts all accrued depreciation in the property being appraised from the 
reproduction or replacement cost of the structure as of the effective date of appraisal. When the 
value of the site is added to this estimate, the result is an indication of the value of the fee simple 
interest in the property. Inherent in the theory of the cost approach is the principle of substitution, 
whereas no prudent person will pay more for a property than the amount for which he or she can 
.obtain, by purchase of a site and construction of a building without undue delay, a property of equal 
desirability and utility. 

Land value is estimated separately by use of the sales comparison approach, allocation, extraction, 
subdivision development analysis, the land residual technique, ground rent capitalization, or other 
acceptable techniques. The reproduction and replacement cost of the improvements are derived from 
local contractors and cost indices. Accrued depreciation is measured by .market research, and through 
the use of specific mathematical procedures. 

To apply the cost approach, an appraiser follows a systematic procedure as outlined in Chapter 15, 
of the 11th Edition of The Appraisal of Real Estate, page 340. This procedure is described as 
follows: 

1. Estimate the value of the site as though vacant and available to be developed to its 
highest and best use. 

2. Estimate the direct (hard) and indirect (soft) costs of the improvements as of the 
effective appraisal date. 

3. Estimate an appropriate entrepreneurial incentive (profit) from analysis of the market. 

4. Add estimated direct costs, indirect costs, and the entrepreneurial incentive (profit) 
to arrive at the total cost of the improvements. 
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5. Estimate the amount of accrued depreciation in the structure and, if necessary, 
allocate it among the three major categories: physical deterioration, functional 
obsolescence, and external obsolescence. 

6. Deduct the estimated depreciation from the total cost of the improvements to derive 
an estimate of their depreciated cost. 

7. Estimate the contributory value of any site improvements that have not already been 
considered. 

8. Add the site value to the total depreciated cost of all the improvements to arrive at the 
indicated value of the property. 

9. Adjust the indicated value of the property for any personal property (e.g., fixtures, 
furniture, and equipment) that may be included in the cost estimate and, if necessary, 
adjust this value, which reflects the value of the fee simple interest, for the property 
interest being appraised to arrive at the indicated value of the specified interest in the 
property. 

Applications 

The cost approach should be considered as an appropriate approach to value for special use 
properties and improvements such as schools, churches, public service buildings, e.g., tribal 
complexes and courthouses, reservoirs, etc., which sell infrequently in the open market or are not 
operated for a profit. 

• New Improvements. The cost approach is more reliable and applicable to new, 
properly improved properties. 

• Back-up Approach. The cost approach is often thought of as setting the upper 
range of value. It may be useful in some situations as a back-up approach in the 
appraisal report. 

Restrictions = 

Unless lack of information precludes the use of the market data and/or the income approach, less 
weight may be placed on the cost approach in the following situations: 
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• Old Jtnprovements. The cost approach is less reliable or applicable with old 
buildings where accrued depreciation is subject to a considerable judgment factor. 

• Nominal Improvement Value. The cost approach is less reliable or applicable 
where the value attributable to land is significantly larger than the building value 
contribution such as large frums and ranches. Generally, do not consider using the 
cost approach when the value of improvements appears to be a nominal element of . 
the entire property. 

• Lack of Market Support. The cost approach is less applicable when cost data 
is not clearly supported by factual evidence. Cost figures, depreciation estimates, land 
values, and supporting information must be derived from market observations and set 
forth in the appraisal report. Personal opinions of cost, depreciation, and land value 
are considered insufficient evidence of value. Unless sources of cost information, 
depreciation, and land values can be identified and supported, so that the cost 
approach will stand on its own as a market value estimate, do not use this approach. 

• Cost vs. Value. Finally, it should always be kept in mind that cost, whether to 
replace or reproduce, is not necessarily the equivalent of market value. 

Site Value 

In the cost approach, the estimated market value of the site is added to the depreciated cost of the 
improvements. The site value can be estimated by the sales comparison approach, which is 
considered to be the most reliable. However, when few sales are available, or when the value 
indications fonnulated through sales comparisons need additional support, other procedures may 
be applied. The procedures used to obtain site value indications are: sales compru·ison, allocation, 
extraction, subdivision development analysis, land residual technique, and ground rent capitalization 
as outlined in the 11th Edition of The Appraisal of Real Estate, page 89. 

Reproduction or Replacement Cost = 

Reproduction cost represents the cost to construct a replica of the improvements. Costs are based 
on using the same or similar materials and construction methods at current prices. Design flaws or 
superadequate features are reconstructed and included in the reproduction cost estimate. 
Replacement cost represents the cost to provide a similar improvement with like utility. Costs are 
based on current construction methods and specifications. The cost dMs not include any super
adequate features and is based on reconstructing an equally desirable substitute improvement. 
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Significant differences can exist between the reproduction and replacement cost when estimating the 
value of the subject improvements. When estimating reproduction or replacement cost, it is necessary 
to include all direct and indirect costs. If the estimate is to be reliable, a measure of entrepreneurial 
profit must then be added to the direct and indirect costs. 

• 

• 

Direct Costs. Direct costs are expenditures for the labor and materials used in the 
construction of improvements. Included with the cost of labor and materials is the 
contractor's overhead and profit. These costs are associated with the contractor's 
construction contract and are considered direct costs. Caution: If a contractor is also 
the developer, the appraiser must determine whether the profit is a direct cost to the 
construction of the project or if it is entrepreneurial profit. Profit is not a direct cost, 
but is added to the total of direct and indirect cost. 

Direct costs generally include, but are not limited to, the following: 

.. Building pennits. 

Materials, products, and equipment. 

Labor used in construction. 

Equipment used in construction. 

Security during construction. 

.. Contractor's shack and temporary fencing. 

.. 

Material storage facilities. 

Power line installation and utility cost. 

Contractor's profit and overhead, including job supervision; worker's 
compensation; and fire, liability, and unemployment insurance. 

.. Performance bonds. 

Indirect Costs. Indirect costs are expenditures or allowances that are necessary 
for construction, but are not typically part of the construction contract. They are 
generally calculated as percentages of direct cost; i.e., building petmits may be based 
on the estimated cost of constrnction. The perc;entages are converted into dollar 
amounts and added to the direct cost. Some indirect cost(s) may not be related to the 
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direct cost and are simply lump sum dollar amounts which are added to the direct 
cost. 

Indirect costs generally include, but are not limited to, the following: 

• Architectural and engineering fees for plans, plan checks, surveys to 
establish building lines and grades, and environmental studies. 

Appraisal, consulting, accounting and legal fees. 

The cost of carrying the investment in land and contract payments 
during constrnction. (If the property is financed, the points, fees or 
service charges, and interest on construction loans are indirect cost.) 

All-risk insurance and ad valorem taxes during constrnction. 

The cost of carrying the investment in the property after constrnction 
is complete, but before stabilized occupancy is achieved (return on · 
investment, plus operating expenses, offset by operating income). 

• Supplemental capital investment in tenant improvements or leasing 
commissions. 

Marketing, sales commissions, or title transfer. 

Administrative expenses of the developer. 

• Cost of title change. 

• Entrepreneurial Profit. Entrepreneurial profit is a market-driven figure tliat 
reflects the amount an entrepreneur expects to receive for his/her contribution. 
Depending on the market, entrepreneurial profit may be measured as a percentage of: 

• Direct cost, 

• Direct and indirect cost, 

• Direct and indirect cost plus the land value, or 

• The value of the entire project. 

Appraisers should derive an appropriate profit estimate from the market. 
Entrepreneurial profit can be calculated as the difference between the sales price of 
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comparable project and the sum of the direct, indirect, and land costs. Entrepreneurial 
profit can also be detennined by interviewing local developers. 

Cost Estimating Methods 

Sources for cost estimates include construction contracts of similar projects, local building 
contractors, professional cost estimators, and published cost estimating services such as the Marshall 
Valuation Service. To effectively estimate the reproduction or replacement cost, it is crucial that the 
appraiser conduct a detailed investigation of the project. An inventory of the materials, equipment, 
and construction methods are needed to detennine the current costs to reproduce or replace the 
improvements. 

Reliance upon commercial cost-service publications, national or regional cost estimate guides, 
assessors' manuals, etc., to the exclusion of other local cost data sources, is undesirable. Appraisers 
are well advised to review local building costs and cost of recently constructed improvements of a 
similar type when the cost approach is used. A thorough investigation of local construction costs is 
especially important when it is necessary to rely primarily on the cost approach, unsupported by 
comparable sales or income data. Local contractors and building suppliers are good sources of data. 

Reproduction or Replacement Cost of Improvements 

There are three methods that an appraiser can use to estimate reproduction or replacement cost of 
improvements: the comparative unit method, the unit-in-place method, and the quantity survey 
method. · 

• Comparative-Unit Method. The comparative-unit, or calculator, method 
estimates the value of a project on a dollar per unit method; e.g., per square foot, per 
cubic foot, etc. Indirect cost may be included in the unit cost or may be added later. 
The estimate is generally based on sales of comparable improvements from which the 
appraiser first adjusts for dissimilarities between the sale and the subject and then 
deducts the land value. The residual building value represents the cost of the 
improvements including entrepreneurial profit. The appraiser then divides the value 
by the appropriate unit to arrive at a cost per unit. Unit cost are also available from 
local contractors and recognized cost services. The appraiser should exercise caution 
in identifying entrepreneurial profit since they are not generally included in cost 
services. 

Unit-In-Place Method. The unit-in-place, or segregated-cost method estimates 
the value of a project by assembling the unit cost of the component pa1ts of the 
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structure into a final cost estimate. Unit cost may be per square foot, per linear 
foot, per area or other appropriate units of measurement. The unit-in-place method 
breaks down the cost of a project into its component parts. This method is also a 
viable means of making adjustments to other cost estimates by computing the cost of 
a specific feature; e.g., the cost of a finished attic, and adding or subtracting the figure 
from another cost estimate. 

• Quantity Survey Method. The quantity su~ey method is the most accurate 
method of estimating the cost of a project. This method duplicates a contractor's 
estimate by calculating the exact extent of quantity and quality of materials and labor. 

The,appraiser should clearly indicate the sources used in support of his/her final 
estimate of the reproduction or replacement cost of the improvements. The final 
determination of the reproduction or replacement cost of the improvements should 
break out the direct cost, indirect cost, and entrepreneurial profit. 

Example: 

REPLACEMENT COST NEW 

Direct Cost 
Indirect Cost @ 10% 

of Direct Cost 

Entrepreneurial Profit @ 15% 
Of Direct/Indirect Cost 

Total Replacement Cost New 

Accrugd Depreciation 

$ 140,025 

~ 14,003 
$ 154,028 
$ 23,104 

$ 177.132 

Accrued depreciation to be deducted from the reproduction or replacement cost new of the subject 
improvements is a lump sum figure compiled from the following five types of depreciation: 

• Curable physical deterioration 

• Incurable physical deterioration 

• Curable functional obsolescence 

• Incurable functional obsolescence 
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• External obsolescence 

All forms of accrued depreciation should be addressed and those affecting the subject property should 
be considered when using the cost approach in Bureau appraisal reports. The analysis and application 
of these forms of depreciation are described as follows: 

Curable Physical Deterioration 

This type of depreciation refers to items of deferred maintenance. The measurement of curable 
physical deterioration is the cost to cure items in need of repair as of the effective date of the 
appraisal. Items in need of repair to restore to a new or reasonably new condition should be 

introduced in the narrative description of the site improvements. Items may include touch up 
painting, window repair, roof repair, and the like. 

Example: 

CURABLE PHYSICAL DETERIORATION 
(Deferred Maintenance) 

Staining/Painting Room Addition 
Staining/Painting Lean-to Storage 
Total Curable Physical Deterioration 

Incurable Physical DeterioratiQn_ 

$ 500 
$ 200 
UQQ 

This type of depreciation refers to deterioration that cannot be practically or economically corrected 
as of the effective date of the appraisal. Analysis of items that have incurable physical deterioration 
are classified as short-lived and long-lived components. Short-lived items are those components 
having a remaining physical life less than the remaining physical life of the structure. Long-lived items 
are those components having a remaining physical life equal to the remaining physical life of the 
strncture. 

The measure of incurable physical deterioration is based on the physical age-life method for both 
short-lived and long-lived items. 

' 

• Short-Lived Components. Depreciation attributable for incurable physical 
deterioration on short-lived items is estimated by applying the ratio of the effective 
age to the physical life, to the replacement cost of the component. 
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Example: 
INCURABLE PHYSICAL DETERIORATION 

(Short-Lived Comoonents) --
Reconstructed Effective Age Physical Life Age Life Ratio Percent Incurable 
Cost New (RCN) ·Depreciation Physical 
Item . Depreciation 

Carpet 10% 10 years 15 years 10/15 0.67 $2,295 
$3,426 67% 

Linoleum 10 % 10 years 15 years 10/15 0.67 $ 299 
$446 67% 

Furnace 1 10 years 20 years 10/20 0.50 $ 500 
$1,000 50% 

Hot Water 10 years 20 years 10/20 0.50 $ 338 
Heater 50% 
$675 

Roof Cover 10 years 24 years 10/24 0.42 $1,987 
$4,732 42% 

Asphalt Drive 2 years 20 years 2/20 0.10 $ 500 
$5,000 10% 

Total Incurable Physical Deterioration Short-Lived Components= $5.919 

• Long-Lived Components 

Depreciation attributable for incurable physical deterioration on long-lived items is 
estimated by applying the ratio of the effective age to the economic life, to the total 
replacement cost new of the structure, after deducting cost for defeITed maintenance 
and replacement cost new for short-lived components. It is essential to deduct all 
cost attributable to deferred maintenance and short-lived components so as not to 
duplicate depreciation already charged under curable physical deterioration and 
incurable physical deterioration of the short-lived components. 

Example: 

INCURABLE PHYSICAL DETERIORATION 
(Long-Lived Components) 

Replacement Cost New 
Less Replacement Cost of 
DefeITed Maintenance Items 
Short-Lived Components 

Replacement Cost of Long-Lived Components 
Effective Age· 10 years 
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$ 700 
$ ,Ll,279 
$ • 15 979 

$ 161,153 



Total Economic Life - 50 years 
Ratio Applied to Cost l 0/50 
Total Incurable Physical Deterioration, 
Long-Lived Components 

Curable Functional Obsolescence 

$ 32.231 

This type of depreciation is a loss in value resulting from defects in design. Curable functional 
obsolescence results from deficiencies requiring additions, deficiencies requiring substitution or 
modernization, or a superadequacy. The measure of curable functional obsolescence is the cost to 
cure the condition. Curable functional obsolescence can be categorized into three areas. 

• Deficiency requiring addition, which is measured as the difference in the current cost 
of addition and the cost of the addition installed at the time of construction .. 

Example: 

CURABLE FUNCTIONAL OBSOLESCENCE 
(Deficiency Requiring Addition) 

Cost of Three-Quarter Bath 
Wall Partitioning/Finishing 
Plumbing Fixtures/Connections 
Current Cost of Deficiency Requiring Addition 
Cost at Time of Construction 

Total Curable Functional Obsolescence 
Deficiency Requiring Addition 

$ 1,500 
_1800 
$ 3,300 
j 2.000 

~ 1.3.0.Q 

• Deficiency requiring substitution or modernization, which is measured as the cost of 
replacing .or upgrading the item, less any current value of the item. 

Example: 

CURABLE FUNCTIONAL OBSOLESCENCE 
(Deficiency Requiring Substitution or Modernization) 

Cost of Windows plus Installation 
Less Remaining Value of Windows 

Loss in Value 
Cost of Modem Wat er Supply System 
Less Remaining Value of Existing System 
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$ 2,500 
- 250 

$ 2,250 
$ 3,000 

- 750 
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Loss in Value 
Total Curable Functional Obsolescence, 
Deficiencies Requiring Modernization $._4.~Q_Q 

• Superadequacy, which is measured as the current reproduction cost of the item less 
any physical deterioration already charged plus the cost to install a normally adequate 
item. If replacement cost is used, there is no superadequacy since the item would 
not be included in the cost. Therefore, there is no cost associated with producing the 
item and no physical deterioration to be deducted. A superadequacy is only curable 
if it is economically feasible to correct it as of the effective date of the appraisal. 

Example: 

CURABLE FUNCTIONAL OBSOLESCENCE 
(Superadequacy) 

Current Reproduction Cost 
Excess Box Stalls (50 @ $300) 

Less Physical Deterioration @ 60% 
Depreciated Value 

Cost to Remove and Convert to Hay Storage 
Total Curable Functional Obsolescence 
Superadequacy (Based on Reproduction Cost) 

Current Replacement Cost 
Not Included in New Construction 
Cost to Remove and Convert to Hay Storage 
Total Curable Functional Obsolescence 
Superadequacy (Based on Replacement Cost) 

$15,000 
- 9,000 

6,000 
.-1,500 

$4.500 

0 
l,500 

$ 1.500 

lncurabl!LF__u_nctional Obsolescenq_e. . __ -=-===~=== 
This type of depreciation is an incurable defect caused by a deficiency or superadequacy in the 
structure, materials, or design. Incurable functional obsolescence is measured differently depending 
on whether reproduction or replacement cost is used. The appraiser must include the superadequacy 
if reproduction cost is used. The superadequacy is measured as the reproduction cost minus physical 
deterioration already charged (i.e., long-Jived incurable physical deterioration) plus the added cost 
of ownership due to the superadequacy (i.e., taxes, maintenance, insurance, etc.). It is important that 
the appraiser review all estimates of physical deterioration to ensure that charges of accrued 
depreciation are not made twice. 
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Replacement cost does not include the cost associated with a superadequacy; so there is no loss in 
value of a superadequacy due to physical deterioration. However, a charge may be required for the 
burden of ownership associated with the superadequacy. Items may include additional insurance 
charges, additional truces, additional maintenance, or the like. The capitalized value of these 
additional charges, not attributable to rent, represents a loss in value due to the incurable functional 
obsolescence. 

Example: 

INCURABLE FUNCTIONAL OBSOLESCENCE 
(Superadequacy) 

Current Reproduction Cost 
Excessive Roof Structure 
Less Incurable Physical Deterioration 
20% Charged to Long-Lived Components .20 x $5,000 
Total Incurable Functional Obsolescence 
Superadequacy (Excessive Roof Structure) 

fl.xtgrnal Obsolescence 

$ 5,000 

::.J,000 

$ 4.000 

This type of depreciation results in the diminished utility of the structure due to negative influences 
from outside the subject property, i.e., neighborhood decline. This form of depreciation is always 
incurable. 

I.otal Accrued Depreciation = 

The total accrued depreciation from all sources is the lump sum figure to be deducted from the 
reproduction or replacement cost of the improvements. 

Example of the total estimate of accrued depreciation by the breakdown method: 

TOTAL ACCRUED DEPRECIATION 
(All Sources) 

Curable Physical Deterioration 
Deferred Maintenance 
Incurable Physical Deterioration 
Short-Lived Components 
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Long-Lived Components 
Total 
Curable Functional Obsolescence 
Deficiency Requiring Addition 
Deficiency Requiring Modernization 
Superadequacy 
Total 
Incurable Functional Obsolescence 
External Obsolescence 
Total Accrued Depreciation 

Cost Approach Schedule 

.$.J.£\,231 
$38,150 

$ 1,300 
$ 4,500 
$ 1,500 
$ 7,300 

-0-
-0-

~..:l.Q. 150 

The final process in the cost approach is the presentation of the final indication of value whereby the 
depreciated value of the improvements is added to the estimated land value for a final indication of . 
value for the property being appraised. The following is a simple, yet acceptable, schedule to present 
the cost approach. 

COST APPROACH SCHEDULE 

Estimated Replacement Cost New 
Direct and Indirect Cost 
Plus Entrepreneurial Profit@ 15% 
Total Replacement Cost New 
Less Accrued Depreciation 
Estimated Depreciated Replacement Cost 
Plus Estimated Land Value 
Value Indication by Cost Approach 
Rounded 
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$ 154,028 
23,104 

$ 177,132 
-±§.,.1;2.Q 

$ 130,982 
45,,,QQ.Q 

1.175.982 
$ 176.000 



CHAPTERS 

INCOME CAPITALIZATION APPROACH 

Introduction 

The purpose of the Income Capitalization Approach chapter is to identify and explain basic analytical 
techniques required to competently provide a value estimate using the income capitalization approach. 

The income capitalization approach consists of methods, techniques and mathematical procedures that 
an appraiser uses to analyze a property's capacity to generate benefits, i.e., usually the monetary 
benefits of income and reversion, and converts these benefits into an indication of present value. The 
income capitalization approach is one of the three traditional approaches to value that an appraiser 
may use in the valuation process. However, it is not an independent system of valuation that is 
unrelated to the other two traditional approaches. The analysis of cost and sales data is often an 
integral part of the income capitalization approach. Income capitalization techniques and procedures 
are employed to analyze and adjust sales data in the sales comparison approach and to meas\ilre 
functional and external obsolescence by capitalizing an estimated income (rent) Joss in the cost 
approach. 

IJ:!:terests To Be Yalue.d 
The rights of ownership in income-producing real estate are seldom held in fee simple by individual 
owners. The interest in the real estate is often subject to mottgage financing, which further divides 
the real property rights into debt and equity interests. In addition, income-producing real estate is 
usually leased, which creates legal estates of the lessor's interest, i.e., the leased fee, and the Jessee's 
interest, i.e., the leasehold. The three main components of real property rights are ownership entities, 
financial interests and legal estates. In a typical valuation of market value, the appraiser values an 
ownership entity's financial interest in a legal estate. 

• Non· :Realty Interests, Appraisers are often asked to value properties that include 
property components that are not real property, e.g., furniture, fixtures and equipment 
which are often classified as personal property. When there is a business enterprise 
associated with the property, e.g., hotel, shopping center, restaurant, etc., the price 
investors are willing to pay for the property may also include a premium over the 
value of the real property which is referred to as business value. Business value is "a 
value enhancement that results from items of intangible personal property 
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such as marketing and management skill, an assembled work force, working capital, 
trade names franchises, patents, trademarks, contracts, leases and operating 

agreements."' Going concern value is the value created by a proven property 
operation (considered as a separate entity to be valued with a specific business 
establishment).2 This includes the total value of the real property plus intangible 
personal property or business value. 

• Market Value and Investment Value. The income capitalization approach 
is typically used in market value appraisals of income-producing properties, but it may 
also be used to estimate investment value, which is "the specific value of an 
investment to a particular investor or class of investors based on individual investment· 
requirements."3 Market valu€ and investment value may be the same, if the client's .. 
investment criteria are atypical of investors in the market. In this case, the two value 
estimates may be the same amount, but the two types of value are not 
interchangeable, for while market value is objective, impersonal, and detached, 
investment value is based on subjective, personal criteria. 

• :Future benefits. The benefits of owning specific rights in income-producing 
property include the right to receive all profits accruing to the real property over the 
holding period (i.e., the term of ownership) plus the proceeds from resale or reversion 
of th.e property at the termination (sale of property) of the investment. 

Six Functions of the Dollar 

The mathematics of compound interest and present value are important appraisal tools. The six 
functions of the dollar, as illustrated below, allow special applications for the appraiser. The 
association of the six functions of the dollar is not limited to the Income Capitalization Approach. 
They are a valuable tool in all appraisal aspects and useful for a variety of circumstances; e.g., 
calculating the monthly payment on comparable sales, calculating interest rates to determine if they 
are typical for the market, calculating reserves and replacement allowances, calculating trespass 
charges in rights-of-way cases, etc. 

These functions are presented for use on the HP-12 C calculator. However, these same functions 
may be calculated on several other equivalent calculators·or on computer generated spreadsheets. 
These methods simplify needed calculations and eliminate financial tables. NOTE: If the appraiser 
chooses to use factors; substitute the known dollar amount with $1 to obtain the appropriate factor. 

1 Appraisal Institute, The Dictionarv of Reaj Eslace Apprnisal. (Chicago, IL: Appraisal Institute, 1993) pg, 44. 

, Ibid .. pg. 160. 

l Ibid,, pg. 190. 
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1. Amount of $1. 

(Future Value) The amount to which a deposit will grow in a given period of time 
including the accumulation of interest at a given rate. 

Example: A parcel of cropland was purchased for a cash price of $1,300 per acre, 
4 years ago. The purchaser expects a return of 15% of his original investment. To 
obtairi a 15% annual return the property must sell for: 

4 
15 
1300 
Solve 

[n] 
[i) 
[CHS](PV] 
[FV] 

2. Amount of $1 Per Period. 

Holding Period 
Expected Rate of Return 
Present Value 
$2,273 .71 Future Value 

(Future Value of a Level Annuity) The amount to which a series of payments will 
grow in a given number of periods with interest at a given rate. 

Example: An insurance company agrees to make monthly payments of $4,500 at the 
end of each month for the future delivery of a property deed to an agricultural fann 
at the end of 6 years. At an expected annual rate of return of 10%, the insurance 
company will require a resale price of: 

6 
10 
4500 
Solve 

3. Sinking Fund Factor. 

[g][n] 
[g][i] 
[CHS][PMT] 
[FV] 

Monthly Term 
Expected Rate of Return 
Monthly Payment 
$441,500.91 Resale Price 

The amount to be periodically deposited to grow to a desired amount, including the 
accumulation of interest at a given rate. 

Example: A flood control structure will need repair or replacement at an estimated 
cost of $115,000 in 5 years. At an annual il\terest rate of 8Y2%, the monthly deposit 
to achieve the desired amount to pay for the repair or replacement is: 

5 
8.5 
115000 
Solve 

(g] [n] 
[g][i] 
[CHS][FV] 
[PMT] 
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Monthly Interest Rate 
Future Cost 
$1,544.82 Required Monthly Deposit 



4. Present Worth of $1 

The present value of an amount to be collected in the future discounted for a 
given period of time at a given rate. 

Example: A timber company is considering the purchase of vacant acreage which 
it expects to sell after replanting for $3,500 per acre in three.years. Given that the 
timber company expects an annually compounded 12% rate of return, the most this 
company will pay today per acre is: 

3 
12 
3500 
Solve 

[n] 
[i] 
[CHS][FV] 
[PV] 

5. Present Worth of $1 Per Period. 

Term 
Expected Rate of Return 
Future Price 
$2,491.23 

The present value of a series of future payments for a given period of time discounted 
at a given rate. 

Example: A landowner has ground leased a commercial site (for purposes of 
simplifying the example, it is assumed (albeit, unrealistically) that the lease contains 
no escalation or participation clauses) wherein an agreement to make monthly 
payments of $8,000 for 65 years has been made. The market derived discount rate 
has been estimated at 10%; therefore, the present value of the lessor's interest 
(exclusive of consideration of reversion value) is computed as follows: 

65 
IO 
8000 
Solve 

6. Partial Payment 

[g) [n) 
[g][i] 
[CHS][PMT] 
[PV] 

Monthly Term 
Monthly Market Rate 
Monthly Payment 
$958,517.29 is the present worth 
(exclusive of · consideration of 
reversion value) of the lessor's interest. 

(Loan Constant). The payment required for both principal and interest on a loan for 
a given period of time with interest at a given rate. 
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Examples: A property owner has a $100,000 mortgage with annual payments 
amortized at 9.25% over 20 years, the annual payment (annual debt service) is: 

20 
9.25 
$100,000 
Solve 

[n] 
[i] 
[CHS][PV] 
[PMT] 

Yearly Term 
Annual Interest Rate 
Mortgage Amount 
$11, 150.49 Annual Payment or Annual 
Debt Service 

To solve for Mortgage Constant (Ru) assuming a mortgage with monthly payments 
amortized at 9.25% over 20 years: 

20 
9.25 
1 

12 

[g](n] 
[g][i] 
[CHS][PV] 
[PMT] 
[x] 

Monthly Term 
Monthly Interest Rate 

.0091587 Monthly Mortgage Constant 

.1099 Annual Mortgage Constant (Ru) 

Or, the mortgage constant can be calculated by dividing the annual debt service by the 
loan principal: 

Ru= $10,990 + $100,000 
or 

Ru= 0.1099 

!l£.e of.the l.tJ.£ome Capitalization Approach = 
In the income capitalization approach, the present value of the future benefits of property ownership 
is measured. It is applicable to properties which are typically bought and sold principally for their 
income characteristics. Appraisal reports containing an income capitalization approach will show 
sufficient evidence and figures for income and expense estimates to clearly demonstrate that all 
pertinent factors have been considered. 

An income capitalization approach, based on the appraiser's personal opinion without market data 
support, is unacceptable. If the income capitalization approach is applicable, only clear, detailed, and 
technically correct methods must be utilized; i.e., all income and expense estimates and capitalization 
rates must be adequately supported by appropriate market data. Unless the final value estimate may 
be relied upon as a reasonably accurate indication of market value, do not use this approach. 

There are two methods of income capitalization: direct capitalization and yield capitalization, or 
discounted cash flow analysis. These methods are based on different measures of expected earnings 
and include different assumptions concerning the relationships between expected earnings and value. 
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In direct capitalization, two basic fonnulas are used. 

Value= Income +Rate, and 

Income x Multiplier= Value 

Where 
Multiplier = Value +Income 

The appraiser's responsibility is to estimate the income before recapture and the overall capitalization 
rate. By substituting the selected values into the equation, a value indication can be obtained. 

Yield Capitalization also employs two basic fonnulas. 

Where PV ==Present Value 
CF= cash flow for period specified 
Y = periodic yield, or discount rate 

n = number of periods 

and 

Ro= Yo·- Lloa 
Ro = Overall capitalization rate 

Yo = Overall yield rate 

Lloa = Product of the relative change in property value and annual conversion factor. 

Basif Incf!.me Techniques. 

• Development of an Income and Expense Estimate. In order to apply any 
capitalization procedure, a reliable estimate of income expectancy must be developed. 
An appraiser may estimate income for a single year or a series of years, depending on 
the data available and the capitalization method employed. If a market value estimate 
is sought, the income forecast should reflect the expectations of participants. The 
earning history of a property is important only insofar as it is accepted by buyers as 
an indication of the future. Current income is a good starting point, but the direction 
and expected rate of income change is critical to the capitalization process. 
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To assess the earning power of a property, an appraiser must first analyze its net 
operating income expectancy. The appraiser estimates income and expenses after 
researching and analyzing the following: 

Income and expense history of the subject property. 

• Income and expense history of competitive properties. 

Recently signed leases, proposed leases and asking rents for the 
subject and competitive properties. 

• Actual vacancy levels for .the subject and competitive prope1ties. 

Management expenses for the subject and competitive properties. 

• Published operating data. 

• Market expectations. 

• Tax assessment policies and projected changes in utility rates. 

Development of a Net Operating Income Estimate. After analyzing the 
subject property relative to income and expenses, the appraiser develops a net 
operating income estimate. The net operating income is the actual or anticipated net 
income remaining after deducting all operating expenses from the effective gross 
income. The following demonstrates a sample outline for estimating net operating 
income: 

Potential Gross Income 

Scheduled Rent 
Escalation income 
Market rent 
other Income 

Total Potential Gross Income 

Vacancy and Collection Loss 

Effective Gross Income 
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$X,XXX 
x.xxx 
x,xxx 
x,xxx 

$X,XXX 

-$X.XXX, 

$X,XXX 



Operating Expenses 

Fixed Expenses 
Variable Expenses 
Replacement Allowance 

Total Operating Expenses 

Net Operating Income 

x,xxx 
X,XXX: 
2):_,_XXX 

$XXX)l; 

$X.XXX 

• Income and Expense statement. The following is an example of a 
reconstructed income and expense statement: 

Potential Gross Income 
10 Units @ $2,400/Yr 
30 Units @ $2,750/Yr 
IO Units@ $3,000/Yr 
Other Income 
Total Potential Gross Income 
Less Vacancy and Collection 
loss@ 5% 

Effective Gross Income 
Operating Expenses 
Fixed 
Real Estate Taxes 
Insurance ($1200/3) 
Subtotal 
Variable Expenses 
Management (.04 x $131,100) 
Payroll 
Electricity 
Water/Sewer 
Repair and Maintenance 
Interior Decoration ($3000/3yr) 
Miscellaneous 
Trash Removal (50 x $50) 
Pest Control (50 x $40} 
Supplies 
Subtotal 
Replacement Allowance 
Kitchen and Bath Equipment 
($1200 x 50)/12 
Carpeting ($600 x 50)/8 
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24,000 
82,500 
30,000 

+ 1,500 
$138,000 

- 6,900 
$131,100 

15,000 
400 

5,400 

5,244 
5,000 
2,600 
1,200 
6,800 
1,000 

2,500 
2,000 

750 
$27,094 

5,000 
3,750 



Roof (15,000/15 yrs) 
Subtotal 
Total Operating Expenses 
Net Operating Income 

1,000 
9,750 

- 52,244 
$ 78.856 

The items in the income and expense statement are described individually below: 

Potential Gross Income 

Potential gross income comprises scheduled rent in effect as stipulated in a lease as of the date of the 
appraisal; rent from escalation clauses in existing leases; market rent for vacant space as distinguished 
from scheduled rent; and all other income as generated by the operation of the real property; e.g., 
garage space, parking fees, etc. Potential gross income assumes 100% occupancy before operating 
expenses are deducted. 

• Vacancy and Collection Loss. Annual rent receipts are generally less than 
potential gross income projections, resulting from vacancies and collection losses; 
therefore, an allowance for vacancy and collection loss is usually estimated as a 
percentage of the potential gross income. 

• Effective Gross Income. Effective gross income is the anticipated income from 
all operations of the real property after allowance is made for vacancy and collection 
loss. 

• Operating Expenses. Operating expenses are expenditures incurred to the real 
propexty to maintain the property and ensure continued production of the effective 
gross income. Operating expenses consist of fixed expenses, variable expenses, and 
replacement allowances. 

~ Fixed Expenses. These are expenses that do not vary with the 
occupancy of the property and are a required expenditure whether the 
property is occupied or rented. Fixed expenses generally include real 
estate taxes and building insurance. These expenses generally do not 
fluctuate widely from year to year, do not vary with occupancy levels, 
and are not subject to management control. 

Variable Expenses. These are operating expenses that vary with the 
level of occupancy or the extent of services provided. Typical variable 
expenses may include: 
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• Management charges 

• Leasing fees 

• Utilities (electricity, gas, water, sewer, etc.) 

• Heating and/or air-conditioning 

• Payroll 

• Cleaning 

• Maintenance and repair 

• Decorating 

• Grounds and parking area maintenance 

• Miscellaneous (security, supplies, trash removal, pest 
control, etc.) 

Replacement Allowances. These expenses are for the periodic 
replacement of short-lived components of the real property. Annual 
expenses for replacement allowances are estimated as a prorated cost 
distributed over the remaining life of the component. Components 
may include: 

• Roof covering 

• Carpeting 

• Kitchen, bath and laundry equipment 

• Sidewalks 

• Driveways 

• Parking areas 

• 

• 

Exterior painting 

Any structural item or equipment that has a remaining 
economic life less than the real property 
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• Total Operating Expense. Total operating expense is the sum of fixed and 
variable expenses and replacement allowances as estimated by the appraiser. 

• Net Operating Income. Net operating income is the anticipated income 
remaining after all operating expenses are deducted from the effective gross income. 

Capitalization Rat<} 

Direct capitalization is used to convert an estimate of a single year's income expectancy into an 
indication of value in one step, either by dividing the income estimate by an appropriate rate or 
multiplying it by an appropriate factor. The method does not distinguish between the retl!m on and 
the return of capital because investor assumptions are not simulated. Because the rates or factors 
used in direct capitalization are derived from similar investment prope1ties, a satisfactory rate of 
return on and of capital may be assumed. 

Direct capitalization may be based on potential gross income, effective gross income, net operating 
income, equity income, mortgage income, ·land income, or building income. The income rates used 
in direct capitalization therefore include the overall property capitalization rate (Ro); the mortgage 
capitalization rate (R.11); the equity capitalization or dividend rate (RE); the land capitalization rate 
(RJ; and the building capitalization rate (R8 ). Income factors include the potential gross income 
multiplier (PGIM), the gross rent multiplier (GRM), and the effective gross income multiplier 
(EGIM). 

Income rates and factors reflect the relationship between income and value and are derived from 
market data. It is essential that the properties used as comparables reflect risks, incomes, expenses, 
and physical and location characteristics that are similar to the property being appraised. 
Consequently, income multipliers and rates must be extracted from properties that reflect similar 
income expense ratios, land to building ratios, and risk characteristics and expectations as to change 
in income and value over a typical investment holding period. 

An appraiser can estimate an overall capitalization rate with various techniques. The techniques used 
depend on the quantity and quality of data available. Accepted techniques include: 

• Derivation from comparable sales 

• Derivation from effective gross income multipliers 

• Band of investment mortgage and equity components 
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Band of investment land and building components 

• Debt coverage formula 

• Derivation From Comparable Sales. Deriving capitalization rates from 
comparable sales is preferred when sufficient data on comparable properties is 
available. Data on each sale property's sale price, income, expenses, financing tenns, 
and market conditions as of the time of sale are needed. Additionally, the net 
operating income of each comparable property must be estimated in the same manner 
as the property being appraised. The price of the comparable sales should not be 
affected by nonmarket financing terms or different market conditions. In meeting 
these requirements, the appraiser can estimate an overall rate by dividing each 
property's net operating income by its sale price. 

R0 = Income 
Value 

The sales may produce a range of overall rates and appraisal judgement is required to 
detennine the most suitable rate to be selected for the subject property. The final rate 
selected depends on the appraiser's opinion of the most comparable sale(s). 

It is imperative that the appraiser analyze the comparable sales and the subject ·~"" 
property in a consistent manner to ensure reliability of the derived capitalization rate. 

• Derivation From Effective Gross Income Multipliers. When the overall 
capitalization rate cannot be derived directly from comparable sales because data 
requirements .cannot be met, a capitalization rate may be obtained if reliable 
transaction data and gross income data are available. An effective gross income 
multiplier can be derived and used in conjunction with an operating expense ratio 
( OER) to provide an overall capitalization rate. 

The operating expense ratio is the ratio of operating expenses to effective gross 
income. Frequently, an appraiser can obtain market wide averages of operating 
expense ratios as well as the effective gross income multiplier indicated by comparable 
sales. 
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The formula for deriving an overall capitalization rate from an effective gross income 
multiplier and operating expense ratio is: 

Example: 

Ro =-1.::0ER 
EGIM 

Assuming a comparable property sold for $500,000 
Potential Gross Income (PG!) of $92,000 
Effective Gross Income (EGI) of $85,000 
and Operating Expenses are $30,000 

Effective Gross Income Multiplier (EGIM) =500000/85000 
(EGIM) = 5.8824 

Operating Expense Ratio (OER) = 30000/85000 = .3529 

R0 • (I - 0.3529).;. 5.8828 

R0 =0.1100 

This calculation is performed for all comparable sales and an 'overall capitalization rate 
is reconciled from the rates indicated. The final capitalization rate selected depends )~ 

upon the appraiser's judgement as to the most suitable rate based on the available 
data. 

• Band of Investment - Mortgage and Equity Components. Lenders of 
mortgage funds expect both a return on and of capital, in the fonn of interest, and a 
return of capital through amortization of the principal. Similarly, equity investors 
expect a return on equity commensurate with the investment risk. 

Accordingly, this technique considers the overall capitalization as a composite rate, 
weighted by the proportions of debt and equity in the property investment. 

The capitalization rate for the debt is called mortgage constant (RM), which is the ratio 
of annual debt service to the principle amount of the mortgage loan. The mortgage 
constant is a function of the interest rate, the frequency of amortization, and the term 
of the loan. 

The rate used to capitalize equity income is called the equity capitalization rate (RE), 
which is the ratio of annual pre-tax cash flow to the amount of equity investment. 
The equity capitalization rate reflects the anticipated return to the investor. 
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The overall capitalization rate must satisfy the requirements of both the mortgage 
constant and the pre-tax cash flow. The overall capitalization rate is a weighted 
average of the mortgage constant (R.11) and the equity dividend (Re). In addition to 
the R.11 and RE, the loan-to-value ratio (M) and the equity ratio (1-M) are needed to 
weight the mortgage constant. 

Typical mortgage tenns and conditions may be obtained by surveying lenders active 
in the market area. Equity capitalization rates are derived from comparable sales by 
dividing the pre-tax cash flow of each sale by the equity investment. 

When the mortgage constant and equity capitalization rate are known, an overall rate 
may be derived with the band-of-investment, or weighted average technique, using the 
following formula: 

Ro= M x RM+ [(1-M) x RE] 

Illustration for hypothetical subject: Typical mo11gages at 80% loan ratio, 8% 
interest, 30 year amortization period, equity capitalization rate (RM) of 11 % from 
comparable sales. 

M =.80 
RM= .0881 
RE= .11 (Market Derived) 

The overall capitalization rate is calculated as follows: 

Ro= 0.80 x 0.0881 + [(1-0.80) x 0.1100) 
Ro = 0.0705 + 0.0220 
Ro= 0.0925 

This technique is most applicable in markets where sufficient data is available and it 
can be demonstrated that the equity capitalization rate is the primary investment 
criterion used by buyers and sellers. 

Band of Investment - Land and Building Components. The band of 
investment formula can also be applied to the physical component of the property i.e., 
land and building. Weighted rates for the iand and building can be developed if 
accurate rates for these components can be estimated independently and the 
proportion of the total property value represented by each component can be 
identified. 
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The fonnula is: 
Ro = L x RL + B x Rs 

where L = land value as a percentage of total property value, RL = land 
capitalization rate, B =building value as a percentage of the total property value, 
and Rs =building capitalization rate. 

Illustration for hypothetical subject: Assume land represents 40% of the value of the 
property and the building represents the other 60%. The land capitalization rate 
derived from comparable sales data is 0.0950; the building capitalization is 0.1200. 
The indicated Ro is calculated as follows: 

Ro - (0.40 x 0.0950) + (0.60 x 0.1200) 
Ro= 0.0380 + 0.0720 Ro= 0.1100 

• Debt Coverage Formula. In making Joan decisions, institutional lenders use the 
debt coverage ratio (DCR). This is the ratio of net operating income to annual debt 
service, the payment that covers interest on and retirement of the outstanding 
principal of the mortgage loan (I). 

DCR =NO! +IM 

The debt coverage ratio may be used to estimate the overall capitalization rate with 
the formula 

R0 = DCR x RM x M 

Assuming that a property's net operating income is $50,000 and the annual debt 
service, based on a $400,000 loan at 8% over 30 years is $35,221, the debt 
coverage ratio is calculated as follows. 

DCR= $50,000 
$35,221 

DCR= 1.4196 

RM= 0.0881 and M = 0.80, R0 is estimated as: 

R0 = 1.4196 x 0.0881x0.80 
R0 =0.IOOI 
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• Other Methods and Techniques. 0th.er methods and techniques, if applicable, 
are detailed in several recognized appraisal courses and texts; e.g., 11 lh Edition of The 
Appraisal of Real Estate (Appraisal Institute), Capitalization Theory and Techniques 
Study Guide (Charles B. Ackerson, MAI), Income Property Valuation (William N. 
Kinnard, Jr.), The Appraisal of Rural Property (American Institute of Real Estate 
Appraisers), etc. 
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CHAPTER6 

APPRAISAL EVIDENCE FOR JUDICIAL 
PROCEEDINGS 

In(roduction 
The purpose of this chapter is to explain the Bureau's policy concerning judicial proceedings. The 
.chapter also identifies some of the more critical responsibilities placed on appraisers during these 
actions. 

As the appraiser may be called on to defend the validity and competence of his/her estimate in court, 
he/she must have an understanding of the general methods, guidelines, and regulations applicable to 
preparing for judicial appraisal proceedings and in giving effective testimony. Note: The Area 
Director must give permission for the appraiser to testify in court proceedings. This authority cannot 
be delegated. · 

Public Agency Acquisitions: This section contains specific policy for the Bureau of Indian Affairs 
(as opposed to other government agencies). Further guidance is found in the Uniform Appraisal 
Standards for Federal Land Acquisitions (UASFLA). While 52 BIAM J.3C relates that Bureau 
policy requires the preparation of a detailed report in support of all real estate transactions, this 
requirement is not to be constnied as an obligation of this Bureau to prepare appraisal reports for 
others for the purpose of establishing just compensation for trust properties. It is fundamental to 
recognize that it is by statute .incumbent upon the agency who may exercise the power of eminent 
domain to tender just compensation for the acquisition of land. It is the accepted practice to justify 
such offers by the preparation of appraisal reports in .accordance with the rules of admissible evidence. 
The Bureau, therefore, should not assume this obligation. Procedure of cooperation and liaison with 
such agencies by which appraisal reports prepared by them will be submitted to this Bureau for our 
review arid comments is desirable. The obligation inherent in this Bureau's trusteeship is to be 
assured that the landowner (allottee or tribe) receives fair and just compensation. This prerogative 
can usually be accomplished through cooperative review of appraisal reports. Thus, with the basic 
knowledge of values possessed by Bureau employees in this field, the review of a properly 
documented report will suffice to guide administrative action. 

Iii those instances where disagreement arises, the differences should be clearly set forth in an appraisal 
review statement for return to the acquiring agency. In the event such difference cannot be resolved 
by the technicians and it is considered administratively advisable to seek just compensation through 
condemnation proceedings, this Bureau will then assume responsibility for 
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the preparation of appraisals prepared in accordance with the rules of admissible evidence (See 
UASFIA.) to justify contentions of fair compensation on behalf of the trust owners. 

The Bureau will furnish adequate appraisal evidence to the Department of Justice prior to the 
initiation of judicial actions. A very complete text on Federal condemnation appraisal procedures is 
contained in Section A of the Unifonn Appraisal Standards for Federal Land Acquisitions. The 
guidelines, together with the following, will be used by staff and contract appraisers in preparing 
appraisals in support of judicial proceedings. 

• Updating Appraisals. All appraisals to be used in judicial proceedings shall be 
updated. It is crucial that Bureau of Indian Affairs appraisals which are to be used for 
litigation purposes be updated, if needed, and that the precise parcel being taken, 
partitioned, or in dispute, is adequately described. 

• Admissible Evidence. The type of evidence admissible before a jury has to be 
considered when information is gathered during the appraisal of a property and when 
the report is being prepared. Again, see section A of the Unifonn Appraisal 
Standards for Federal Land Acquisition. The text Real Estate Valuation in 
Litigation (J.D. Eaton, MAI. American Institute of Real Estate Appraisers) is also 
a useful fool. 

Any questions as to the legal premise of the valuation problem should be thoroughly 
explored beforehand with the Bureau's representative from the Solicitors Office. 

• Photographs. Photographs of all buildings should be taken, at or prior to the date 
of the filing of legal action, in readiness for presentation in court. Any additiona.l 
photographs which will portray the type of land, its location in regard to roads, or 
improvements which are considered necessary to bring out a true picture of the 
premises to be acquired should also be procured. It is essential that the person taking 
the pictures be available to introduce this evidence at the time of the court hearing. 
Enlargements that show pertinent views of the property or special aspects of the 
appraisal can be effective as courtroom exhibits. Photo exhibits should be identified 

• 
by date and photographer . 

Maps. Prior to a court hearing, the United States solicitors handling the case should 
be contacted to determine what maps, if any, he/she desires in connection with the 
trial. Generally, large scale maps showing the boundaries of the tract, cover type, the 
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location of the buildings, roads, cultural features, and any other pertinent infonnation 
are of considerable value in presenting the government's case to' the judge, 
commission, or jury. Large scale aerial photographs of subject or sales, enlargements 
of survey plats, and a vicinity map prepared for the appraisal, showing sale location, 
can all assist in court presentation. 

Pre-Trial Conference 

Although not required by law, many Federal judges call a pre-trial conference, which is an infonnal 
hearing before the court prior .to the trial of the case. Such a conference may be at the insistence of 
either party or by the court. Its purpose is to narrow or define the issues, stipulate as to the 
admissions of facts and documents, agree on the limitation of the number of witnesses and in some 
cases, to reach agreement as to compensation by stipulation between the parties involved. 

Quqlification ofAppraisql Witnesses 

The competency of an appraisal witness to render expert testimony as to value must be established 
to the satisfaction of the court. This is usually done by inten-ogation and by having the witness state 
his experience and education on which .he/she bases his/her knowledge of real property values. Once 
his/her qualifications have been established, the degree of knowledge and/or experience, does not 
affect the admissibility of the testimony but undoubtedly will affect the weight it receives by the jury. 
Knowledge and experience are the basic qualifications of a good witness. 

When assisting counsel during trial, Bureau of Indian Affairs employees affiliated with professional 
appraisal organizations are advised to review their respective code of ethics in order to comply with 
USPAP and to avoid ethics violations. 

Rules ofAdmissible Evidence 

The United States Attorney will detennine the evidence to present to the court; but in order that 
material may not be overlooked in preparing the case, the appraisers should be aware of the type 
of evidence that is admissible in court. This is largely covered by law and court decisions; and, if any 
question arises as to admissibility, the matter should be referred to the United States Attorney . 
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• Prior Sales. Prior sales of the subject property, if recent and not forced, are 
admissible as evidence; but, they are not necessarily conclusive as to value. It is an 
important factor that should not be overlooked. Complete knowledge of all dealings 
affecting the subject property is important. 

• Offers to Buy or Sell. An offer to buy or sell property is of little value as 
evidence, mainly because it represents the opinion of one party instead of two and it 
is difficult to establish such evidence as a bonafide offer. An exception, in 
condemnation proceedings, has bee recognized in that an ·offer to sell by the 
landowner from whom the property is being condemned may be proved against the 
owner as an admission of value when introduced by the condemn or. 

• Comparable Sales. Sales of similar or comparable property are of considerable 
importance, provided the sales are recent and cover similar or closely comparable 
properties. 

• Assessments. Assessed values for tax purposes generally are not admissible as 
evidence of market value, since such values are determined for a different purpose. 
It is common knowledge that in many communities, the a55essed values bear little or 
no relationship to market value of property. 

• Quotations from Court Decisions. Quotations from court decisions 
concerning admissibility and competency of evidence of value may be included in the 
appendix of the appraisal report. 

ll..irect Examination 

The United States Attorney on direct examination qualifies the appraisal witness and requests his/her 
opinion as to the value of the property and facts and elements upon which it is based. Bureau 
personnel appearing as witnesses should speak clearly and face the court or jury. Only necessary 
papers and documents essential to refresh his/her memory should be carried to the stand. It is 
important that the questions asked by the court be answered as directly and accurately as possible so 
as to avoid an unfavorable impression on the court and jury. 

Cross Examination 

The primary purpose of cross-examination is to reduce the value of the testimony of the witness. In 
an attempt to test, impeach, or discredit the weight of the testimony of the witness, he/she may 
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be cross-examined on some matters that might not be admissible if offered on direct examination. 
Generally, cross-examination will cover the qualifications of the witness, method of arriving at his/her 
opinion of value, and the reasons for each step in that process. 

· Production of Bureau Records in Court 
= 

Attorneys sometimes request that certain records of the Bureau be produced in court. Availability 
of official records is covered under Records and Testimony; Freedom of Information Act in 43 CFR 
Part 2. 

Suggestions for the Expert Witf!e$S 
= 

A lay witness may testify only to fact. An appraiser, as a qualified expert witness, is allowed to testify 
to opinion. Therefore, when the appraiser is on the stand he/she should demonstrate truly 
professional behavior. His/her sole function is to express with maximum clarity his/her opinion of 
value. The object of his/her testimony is to aid the court and the jury in their determination of the 
cjefined estimate of value. Although the appraiser is not trying to win the case, he/she is trying to 
present his/her estimate of value to the jury. 

To assist the appraiser, here is a list of time-proven hints and aids which, if followed, will make 
his/her testimony much more effective. These are suggestions for the expert witness on courtroom 
demeanor that should be read over prior to testimony: 

• Before you testify, visit a court and listen to other appraisers testify. This will 
familiarize you with court proceedings and help you to understand what will happen 
when you give your testimony. 

• You should thoroughly familiarize yourself with your report and possibly visit the 
subject and market indices, if necessary, prior to your appearance in court. 

• You and the counsel should have worked out a series of questions and exhibits 
designed to present your testimony with the fewest possible number of questions. 
Pretrial preparation should also include rehearsing answers to questions that may arise 
upon cross-examination. 

• Under no circumstance should you be, or appear to be, an advocate. In that respect 
you are different from an attorney who is an advocate for one side or the other. 
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Wear clean clothes in court. Dress conservatively . 

Do not chew gum while testifying or taking the oath . 

Stand upright when taking the oath. Pay attention and say "I do" clearly. You should 
be aware that you are making your critical first impression to the court as you take 
t.he·oath and recite your qualifications. 

Be serious at all times, but not to the point of appearing cold, humorless, and 
unfriendly. 

A void laughing and talking about th.e case in the halls, restrooms, or any place in the 
courthouse. 

Listen carefully and understand the question. Have it repeated if necessary; then give 
a thoughtful, considered answer. Do not offer a snap answer without thinking. You 
can't be rushed into answering, although, of course, it would look bad to take so 
much time on each question that the court would doubt the correctness of your facts 
or opinions. 

Answer directly. Answer only the question posed, and then stop. Do not volunteer 
additional information. 

Your words should be geared to the audience. Your testimony should be kept in 
terms the court can understand without the appearance of talking down to them. 
Avoid appraisal "jargon." 

Talk to the members of the court and jury. Look at them most of the time and speak 
to them frankly and openly as you would to any friend or neighbor. Do not cover your 
mouth with your hands. Do not twist your fingers, wring your hands, or chew your 
nails. Speak clearly and loudly enough so that the farthest juror can hear you easily. 

Do not nod your head for a "Yes" or "No" answer. Speak out clearly. The court 
recorder must also hear. 

Explain your answers if necessary. This is better than a simple "Yes'' or "No." Give 
an answer in your own words. If a question can't be truthfully answered with a "Yes 
or "No," you have a right to explain the answer. 
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• · Do not "hedge" or argue with the attorney for the landowner. However, "think" 
before you answer. 

• If your answer was wrong, correct it immediately. 

• If your answer was not clear, clarify it immediately. 

• Do not exaggerate. 

• Don't be a smart aleck or an egotistical witness. This will lose the respect of the judge 
and jury. Always be respectful to the judge, jury and counsel. 

• Stop instantly when the judge interrupts you, or when the other attorney objects to 
what you say. Do not try to sneak your answer in. 

• Don't act nervous. Avoid mannerisms which will make the jury think you are scared, 
or not telling the truth, or telling all you know. 

• Do not take anything to the stand you do not want the other side to use, 

• Don't ask the judge for advice and don't look at the government's attorney or at the 
judge for help in answering a question. You are on your own. If you do not want to 
answer a question, do not ask the judge whether you must answer it. If it is an 
improper question, the government's attorney should object. If the judge says to 
answer it, do so. 

• Above all, do not lose your temper. Testifying for a length of time is tiring. It causes 
fatigue. You will recognize fatigue by certain symptoms: (I) tiredness, (2) crossness, 
(3) nervousness, (4) anger, (5) careless answers, and (6) the willingness to say 
anything or answer any questions in order to leave the witness stand. When you feel 
these symptoms, recognize them and strive to overcome fatigue. Remember that 
some attorneys on cross-examination will try to wear you out until you lose your 
temper and say things that are incorrect or ·hurt your testimony. Do not let this 
happen. You must always be aware that the function of the cross-examination is to 
discredit your testimony in the eyes of the jlJry. If the opposing attorney causes you 
to lose your temper, you may lose the case: Anger is a.sign of defeat and capitulation 
that diminishes the credibility of your testimony. 

• Also, remember that no matter how nice the other attorney may seem on 
cross-examination, he is still trying to weaken the effect of your testimony. 
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Finally, when you leave the witness stand after testifying, wear a confident expression, 
not a downcast one. 
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CHAPTER 7 

CONTRACTING 

Introduction 

The purpose of the Contracting chapter is to explain procurement procedures that apply to 
contracting for appraisal services. This chapter addresses procurement related functions, including 
advance procurement planning, pre-project approval, development of contract requirements and 
specifications, and responsibilities of Appraisal personnel acting in the capacity of the Contracting 
Officer's Technical Representative (COTR). 

The Unifon:i Appraisal Standards for Federal Land Acquisitions relates that the best qualified 
appraiser within the rules governing the contracting process should be obtained. While price is 
certainly a consideration in the awarding of a contract, the most important factors relative to the 
selection include appraisal experience, education, professional reputation, court experience, State 
license/certification, and demonstrated competency. 52 B!AM reads: Contractors employed by the 
Bureau of Indian Affairs, will be indisputably qualified to perform the appraisal task assigned ( 52 
BIAM 1.4 D ), and ... the necessity of operating with a minimal amount of expense must not be 
construed to mean that standards of quality will be relaxed (52 BIAM 1.3). 

Title XI of FJRREA requires establishment of State programs for licensing and certification of 
appraisers. In response to this mandate, the States enacted statutes requiring that all real estate 
appraisers conducting appraisals for Federally related transactions, as defined in 12 USC 3350 (4), 
must be certified or licensed by a regulatory agency or board. Based on these Federal and State 
requirements, the following policy will be adhered to: All Bureau of Indian Affairs, Tribal (638 & 
Self-Governance), and Independent Fee Contracted Appraisers must be certified in accordance with 
Title XI of the Financial Institutions Reform, Recovery, and Enforcement Act of 1989 (FIRREA) (J 2 
U.S.C. 3331 et seq). 

Procurement of contract appraisal services will be in accordance with Federal procurement 
procedures along with many factors other than price or estimated cost in the awarding decision. 
Contracting provides a valuable tool to augment real estate functions and increase effectiveness, 
flexibility, and efficiency. Use of contracted reports and services is encouraged when such can be 
advantageous to the Government. The Federal Acquisition Regulations (FAR) and associated 
requirements form the basis for procedures and authorizations in contracting. 

This chapter is intended to impart an understanding of appraisal contracting procedures for: 

• Appraisal planning 
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• Workload projections 

Appraisal standards requirements 

• Evaluating proposals 

• Assisting the contracting officer in monitoring appraisal contracts. 

Authorities and Regulations 
= 

The following authorities and regulations are applicable to contracting for appraisal services: 

O Federal Acquisition Regulation (.FAR), Part 37 

• Office of Management and Budget (OMB) Circulars and Bulletins 

• Department of the Interior Acquisitions Regulations 

• Bureau of Indian Affairs Procurement Policies and Procedures. 

Responsibilities 

Appraisal Section responsibilities include, but are not limited to: 

• Attesting that there is an acquisition need 

• Implementing steps for purchase request by preparing: 

Schedules 

Statements of work/specifications 

Drawings 

.. Delivery dates 

Special conditions 

Necessary approvals from higher authority 
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Cost estimates 

• Other items as required 

• Implementing steps for funding by obtaining: 

• certification of availability of funds 

• commitment of funds 

• Acquiring three bids for any appraisal contracts estimated to cost $2,500.00 or more. 

• Implementing advance procurement planning that allows sufficient lead time for 
solicitation, negotiation, evaluation, and award of contract. 

• Providing adequate specifications and other data in the requisition document 
submitted to the contracting office. 

• Maintaining safeguards against conflict of interest. No appraiser or review appraiser 
shall have any interest, direct or indirect, in the real property being appraised. 

• Ensuring that appraiser qualifications are consistent with the level of difficulty of the 
appraisal assignment. The Bureau or Area Chief Appraiser shall review the 
experience, education, training, court experience, State license/certification, and 
competency for that particular appraisal assignment and other qualifications deemed 
necessary. 

• Reviewing each contracted appraisal for compliance responsibility before monetary 
award is made for the appraisal contract. 

, Contractual Adminis(rative Procedures 

The contract method and contract type which you and the contracting officer agree is appropriate to 
your appraisal needs will determine the sequence of procedures that will be used. Contracting 
procedures vary substantially depending upon the requirements for the particular type chosen. 

In general, the requirements for competition can be grouped into three categories, depending upon 
dollar values and contract type. 

• Contracts Which Do Not Exceed $2,500.00. This contract size would be 
accomplished under small purchase procedures and involves a purchase order format. 
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Purchases not over $2,500.00 may be made without securing competitive quotations, 
if the contracting officer considers the price to be reasonable. Use of this procedure 
carries with it the following concerns: 

• Orders shall be distributed equitably among qualified appraisers. 

If practicable, a quotation shall be solicited from other than the 
previous supplier before placing a repeat order. 

• Contracts Which Do Not Exceed $25,000.00. Contracts of this size will 
generally be accomplished using the small purchase procedures and the corresponding 
competition requirements, although there is no specific limitation to that procedure 
alone. If desirable, regular contracting procedures can be used. FAR§ 13.106 
outlines the basic competition requirements for small purchases under $25,000.00. 
The general applicable competition requirements for purchase orders under small 
purchase procedures are as follows: 

• 

Contracting officers shall solicit quotations from a reasonable number 
of sources to promote competition to the maximum extent practicable 
.and insure that the purchase is advantageous to the Government. 
Consideration is given to price and other factors, including the 
administrative cost of the purchase. Solicitation may only be limited 
to one source in situations where the contracting office determines 
that only one source is reasonably available. 

Generally, quotations are done orally, but they don't have to be. 

Competition is ordinarily adequate in the local trade area and it is not 
necessary to solicit on a large scale. It's important that all qualified 
local sources be given an opportunity to compete and solicitation 
should not be done on a personal preference basis. 

Generally, solicitation of at least three sources may be considered to 
promote competition to the maximum extent practicable. If 
practicable, two sources not included in the previous solicitation 
should be requested to furnish quotations. 

The following factors should.be considered in determining the number 
of solicitations for an appraisal need. 

• The nature of the service, i.e., whether it is highly competitive 
or non-competitive . 

• Past experience in prices for similar contracts. 
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• The urgency of the acquisition. 

• The dollar value of the contract. 

• Past experience with a particular contractor's price. 

• Contracts Which Exceed $25,000.00. JO USC 2304 and 41 USC 253 require, 
with limited exceptions (FAR§ 6.2 and 6.3), that contracting officers shall promote 
and provide for full and open competition in soliciting offers and awarding 
Government contracts. 

Contracting officers shall provide for full and open competition through the use of the 
competitive procedure or a combination of procedures as described in FAR § 6, i.e., 
whichever is best suited to the circumstances of the contract action. Contracting 
officers must use good judgment in selecting the procedure that best meets the needs 
of the Government. Generally, the following two competitive procedures which have 
merit in the competition for appraisal contracts: 

• Sealed Bids. This procedure is usually not acceptable in appraisal 
contracting and would have limited application. The primary reason 
for not using sealed bids is that the quality of the appraisal must take 
precedence over price and there is simply no means of total quality 
control other than through technical evaluation. A sealed bid 
procedure might be appropriate if you know exactly who the 
respondents are and all are equal from a technical point-of-view. 

Competitive Proposals. When sealed bidding is not appropriate, the 
contracting officer shall request competitive proposals. This is by far 
the best-suited procedure for achieving the necessary results of 
contracting with the highest level of assurance in value. 

• Exceptions to Other than Full and Open Competition. There are 
circumstance which permit the award of a contract under other than full and open 
competition. These circumstances are very limited and are listed in FAR§ 6.3. From 
a practical standpoint, there are only two such situations which would come into play 
in appraisal contracting. 

• (1) There is only one qualified source and no other services will 
satisfy the agency requirements (sole source). The so-called sole 
source contract has applicatiol) in the appraisal contracting process. 
It should be noted that the use of this procedure requires full 
justification and approval as outlined in FAR§ 6.30$. The following 
situations are appropriate for application of the sole source approach: 
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• When the needed contract is a follow-on requirement 
of a previous contract, i.e., an update or revision. 

• When the property is so unique that there is really only 
one available highly qualified expert who can 
adequately perform the appraisal. 

(2) Unusual and Compelling Urgency. When the agency's need for 
services is of such an unusual and compelling urgency that the 
Government would be seriously injured financially or otherwise, 
unless the agency is permitted to limit the number of sources from 
which it solicits bids. 

Contracting without providing for full and open competition shall not be justified on 
the basis of a lack of advanced planning or concerns related to the amount of funds 
available. When not providing for full and open competition, solicitations shall be 
made from as many sources as practicable. When exercising one of these procedures, 
complete justification is required. The approval authorities for use of one of these 
procedures are one level above the contracting officer for contracts exceeding 
$25,000.00. There is no higher written authorization required for contracts 1mder 
$25,000.00. If the contract exceeds $100,000.00, the authority level is the 
competition advocate for the procuring activity. 

Publicizing Contract Actions 
= 
Typically, any contract which requires competition must conform to the appropriate publication 
requirement as stated in Part 5 of FAR. The patticular appropriate publication form and time frame 
depends upon the dollar level of the contract. 

• Contracts for Less than $2,500.00. These small purchase order type contracts 
require no competition and consequently no publication. 

• Contracts for More than $2,500.00 but Less than $25,000.00. For 
contracts in this dollar range, an unclassified notice of the solicitation or a copy of the 
solicitation should be posted in a public place at the contracting office issuing the 
solicitation. 
It is to be posted no later than the date of issue and remain for at lea~t ten days. This 
display requirement need not be complied with if the solicitations are oral. 

• Contracts Which Exceed $25,000.00. Contracts which are expected to 
exceed the $25,000.00 threshold are to be summaries in the Commerce Business 
Daily (CBD). 

" 114 -



In addition to the CBD requirement, one or more of the following methods may be 
used: 

• Preparing periodic handouts listing proposed contracts and displaying 
them in a public place outside the contracting office. 

Assisting local appraisal professional organizations in disseminating 
information to their members. 

• Making brief announcements of proposed contracts to newspapers, 
trade journals, magazines or other mass communication media for 
publication without cost to the Government. 

Placing paid advertisements in newspapers or other communications 
media, if the contracting officer anticipates that effective competition 
cannot be obtained otherwise. (Authorization is required.) 

The only practicable exception to the synopsis requirement, from the appraisal 
contract point-of-view, is for situations in which the Government would be seriously 
injured if the agency complies with the time periods specified. The following 
publication and response time requirements are as generally outlined in FAT?.§ 5.203: 

Contracting officers shall determine the actu.al date of publication of 
the notice; record the date in the file; and not issue the solicitation 
until fifteen days after said date. Typically, this would be seven to ten 
days, depending upon electronic mail or regular mail. 

• At least thirty days response time must be provided for receipt of 
proposals from the date of the solicitation's issuance. 

Based on these required times and a typical expected allowance for further processing of the appraisal 
contnict, the following is an estimate of the necessary lead time needed to get a contractor on-board 
and ready to do the assignment: 
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Cumulative Days 
. d Reomre 

1 

1 

9 

24 

54 

56 

63 

66 

76 

78 

85 

92 

94 

104 

106 

109 

s teo 

Prepare procurement package identifying scope 
of work and any other requirements. 

Prepare and send notice announcing the 
procurement to Commerce Business Daily. 

Notice is published in Commerce Business 
Daily. 

Requests for Proposals are sent to those 
responding to the Commerce Business Daily 
notice. 

Requests for Proposals period closes. 

Proposals sent to be evaluated by the Technical 
Evaluation Panel. 

Technical evaluations received. Clarification 
may be required. 

If clarification of proposals is necessary, such is 
requested from those responding. 

Clarification period closes. 

Clarifications are sent to the Technical 
Evaluation Panel for consideration. 

Evaluation of clarifications completed. If 
further clarification was necessary, another 20 
days would be added to the process. 

Cost proposals are evaluated by the Technical 
Evaluation Panel. 

Contracting officer issues call to proposers for 
their best and final offers. 

Best and final offers are received. 

Contract awarded. 

Contract received by contractor. 

The Area Chief Appraiser/Reviewer .shall make a technical written report commenting on the 
appraisal report. The review report will consider whether the appraisal meets established Bureau 
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of Indian Affairs appraisal specifications and requirements and conforms to acceptable professional 
appraisal practices and techniques (USPAP). 

Work Stqtement Terminology 

The following list contains verbs which are used in wi;iting contract work statements. As each word 
has a slightly different meaning from the others, and most words may themselves be used with 
different shades of meaning, the list illustrates the need to be careful to choose the most accurate 
term. 

Term Definition 

Analyze Solve by analysis 

Annotate Provide with comments 

Ascertain Find out with certainty 

Attend Be present at 

Audit Officially examine 

Build Make by putting together 

Calculate Find out by computation 

Compare Find out likenesses or differences 

Consider Think about, decide 

Construct Put together, build 

Contribute Give along with others 

Control Direct, regulate 

Create Cause to be, make 

Define Make Clear, set limits 

Design Perform an original act 

Determine Resolve, settle, decide 

Develop Bring into b~ing or activity 

Differentiate Make a distinction between 

Erect Put together, set upright 

Establish Set up, settle, prove beyond dispute 
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Procurement terms which may be applicable to contracting for appraisal services are identified below: 

Term Definition 
Acquisition The acquiring by contract with 

appropriated funds of supplies or 
services. 

Contract A mutually binding legal relationship 
obligating the seller. to furnish the 
supplies or services and the buyer to 
pay for them. It includes all types of 
commitments that obligate the 
Government to an expenditure of 
appropriated funds. 

Contracting activity An element of an agency designated by 
the agency head and delegated broad 
authority regarding acquisition 
functions. 

Contracting office An office that awards or executes a 
contract for supplies or services and 
performs post award functions not 
assigned to a contract administration 

. . office . 

Contracting officer A person with the authority to enter 
into, administer, and/or terminate 
contracts and make related 
determinations and findings. 

Offer A response to a solicitation that, if 
accepted, would bind the offeror to 
perform the resultant contract. 

Competing contractor Any entity legally capable of entering 
into a contract or subcontract in its 
own n11me that is, or is reasonably 
likely to become, a competitor for or 
recipient of .a contract or subcontract 
under such procurement, and includes 
any other person acting on behalf of 
such an entity. 

Modification The addition of new work to a 
contract, or the extension of a 
contract, which requires a.justification 
and approval. 
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Procurement official Any employee of an agency who has 
participated personally and 
substantially in any of the activities for 
a particular procurement . 

Proprietary Information contained in a bid or 
information proposal or otherwise submitted to the 

Government by a competing 
contractor in response to the conduct 
of a particular Federal agency 
procurement, or in an unsolicited 
proposal, that has been marked.by the 
competing contractor as proprietary 
information in accordance with 
applicable Jaw and regulation. 

Acquisition planning The process by which the efforts of all 
personnel responsible for an 
acquisition are coordinated and 
integrated through a comprehensive 
plan for fulfilling the need in a timely 
manner and at a reasonable cost. It 
includes developing the overall 
strategy for managing the acquisition. 
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X:XXXXXX AGENCY ALLOTMENT:XXXXXXX#XXXX 

LIMITED APPRAISAL USING A RESTRICTED REPORT 

IDENTIFICATION OF REAL ESTA TE: NE/4 of Section XX· TXXS·RXX 
W, I.M., Xxxxxxx County, Xxxxxx. 

REAL PROPERTY INTEREST: This report is for surface value only. 

PURPOSE AND INTENDED USE: The purpose of this report is to provide Market Value of an agricultural 
tract to Superintendent, Xxxxxxxx Agency, Bureau of Indian Affairs. 

VALUE TO BE ESTIMATED: Market Value: The most probable price, as of a specified date, in cash, or in 
tenns equivalent to cash, or in other precisely revealed tenns 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 
duress. 

EFFECTIVE DATE AND DATE OF REPORT: The appraiser inspected subject on Xxxxxx XX, 1997, and 
completed report on Xxxxxx XX, 1997. 

SCOPE OF APPRAISAL: Sales infonnation was gathered at County Courthouses, deeds analyzed, real estµte 
'inspected, purchasers interviewed by tekphone or in person, and comparable sale information produced sho~in~ 
pertinent data to transaction. 

INFORMATION CONSIDERED: The appraiser researched available market data and used the most 
comparable sales. ·The sale data is on record at the Appraisal Department, Xxxxxxx Xxxxxx. 

HIGHEST AND BEST USE: The present use is for xxxxxxxx. The highest and best use is xxxxxxx. 

EXCLUSION OF APPROACHES: The Cost Approach was not utilized because there were no structural 
improvements. The Income Approach was not utilized due to lack of income infonnatioi!. 

PROPERTY DESCRIPTION: The subject is square in shape and contains 160 acres. Topography is nearly 
level to moderately sloping to the east with approximately 158 !(cres of cultivated crop land and two acres of 
road right-of-way. The soils are alluvial fine sandy loam merging into silt loam ... etc. 

USE OF REPORT BY CLIENT ONLY: This report is for the use of client only. The client is often a 
frequent user of appraisals and has determined that a Complete Appraisal is not required for the matter at hand, 
or wants to monitor the validity of a prior Complete Appraisal. The reliance of others on report is not permitted 
The appraiser warns that the report cannot be understood properly without additional information in the work 
file of the appraiser. 
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CONCLUSION: The comparable sales have a range of value from $XXX.OO per acre to $XXX.OO per acre. 
The sales cited are all located within 6 miles of the subject property and are considered to be the most 
comparable. Therefore, a value of $XXX.OO per acre is estimated for the subject's 160 acres, or a total value of 
$XX,OOO.OO. 

Date 

Date 

Date 

II 

Xxxxxx x xxxxxxxx, Staff Appraiser 
State Certification #xxxxx 

Xxxxxx x xxxxxxxx, Review Appraiser 
State Certification #xxxxx 

Xxxxxx x xxxxxxxx, Area Chief Appraiser 
State Certification# 



, ASSUMPTIONS AND LIMITING CONDITIONS 

COPIES, PUBLICATION, DISTRIBlJTION. USE OF REPORT 

Possession of this report or any copy thereof does not carry with it the tight of publication, nor may it 
be used for other than.its intended use; the physical report(s) remain the property of the Bureat,1 of 
Indian Affairs for the use by the client, (Supetintendent). 

CONFIDENTIALITY 

This appraisal is to be used only in.its entirety. No part or portion thereof is to be used by any party 
without the whole report. All conclusions and opinions concerning the analysis which are set forth in 
the report were prepared by the Appraiser(s) whose signature(s) appears on the appraisal report, 
unless indicated as "Review Appraiser."· No change of any item in the report shall be made by anyone 
other than the Appraiser. The Appraiser and the Bureau shall have no responsibility if any such 
unauthorized change is made, The appraiser may not divulge the matetial (evaluation) contents of the 
report, analytical findings or conclusions, or give a copy of the report to anyone other than the client 
or his designee as specified in writing except as may be required by state Certification Boards as they 
may request in confidence for ethics enforcement, or by court of law or body with the power of 
subpoena. 

INFORMATION USED 

No responsibility is assumed for accuracy of the information furnished by work of others, the client, 
his designee, or public records. We are not liable for such information or the work of possible 
subcontractors. The comparable data relied upon in this report has been confirmed with one or more 
parties familiar with the transaction or from affidavit or other sources thought reasonable; all are 
considered appropriate for inclusion to the best of our factual judgement and knowledge. An 
impractical and uneconomic expenditure of time would be required in attempting to furnish 
unimpeachable verification in all instances, particularly as to engineering and market-related 
info1mation. 

EXHIBITS 

The sketches and maps in this report are included to assist the reader in visualizing the property and 
are not necessarily to scale. 

LEGAL, ENGINEERING. FINANCIAL, STRUCTURAL. OR MECHANICAL NATURE, 
HIDDEN COMPONENTS. SOIL 

f;.,; 

No responsibility is assumed for matters legal in character or nature, nor matters of survey, nor of any 
architectural, structural, mechanical, or engineering nature. No opinion is rendered as to the 
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title, which is presumed to be good and merchantable. The property is appraised as if free and clear, 
unless otherwise stated in pruticular parts of the report. 

The legal description is assumed to be correct as used in this report as furnished by the client, his 
designee, or as derived by the appraiser. 

Please note that no advice is given regarding mechanical equipment of structural integrity or 
adequacy, nor soils and potential for settlement, drainage, and such (seek assistance from qualified 
architect.and/or engineer) nor matters concerning liens, title status, and legal marketability (seek legal 
assistance), and such. 

The appraiser has inspected the land and improvements as far as possible, by observation. It was not 
possible to personally observe conditions beneath the soil, or hidden structural, or other components. 
We have not critically inspected mechanical components within the improvements and no 
representations are made herein as to these matters unless specifically stated and considered in the 
report. The value estimate considers there being no such conditions that would cause a loss in value. 
The land or the soil of the area being appraised appears firm; however, subsidence in the area is 
unknown. The appraiser(s) does/do not warrant against this condition or occurrence of problems 
arising from soil conditions. 

The appraisal is based on there being no hidden, unapparent, or apparent conditions of the property 
site, subsoil, structures, or toxic materials which would render it more or less valuable. No 
responsibility is assumed for any such conditions or for any expertise or engineering to discover them. 
All mechanical components are assumed to be in operable condition and status standard for properties 
of the subject type. Conditions of heating, cooling, ventilating, electrical, and plumbing equipment 
are considered to be improvements unless otherwise stated. No judgement may be made by the 
appraiser as to adequacy of insulation, type of insulation, or energy efficiency of the improvements or 
equipment which is assumed standard for subject age and type. 

Unless otherwise stated in the report, the existence of hazardous material, which may or may not be 
present on the subject property, was not observed by the appraiser(s). The appraiser(s) has/ha:ve no 
knowledge of the existence of such material on or in the property appraised. The appraiser(s), 
however, is/are not qualified to detect such substances, The presence of substances such as asbestos, 
urea-formaldehyde foam insulation, or other potentially hazardous materials may effect the value of 
the property. The value estimate is predicated on the assumption that there is no such material on or 
in the property that would cause a Joss in value. No responsibility is assumed for any such 
condition(s), or for any expertise or engineering knowledge required to discover such. The client is 
urged to retain an expert in his field, if desired. 

LEGALITY OF USE 

The appraisal is based on the premise that there is full compliance with all applicable federal, state, 
and local environmental regulations unless otherwise stated in the report. All applicable zoning, 
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building, and use regulations and restrictions of all types have been complied with unless otherwise 
stated in the report. It is assumed that all required licenses, consents, permits, or other legislative or 
administrative authority, local, state, federal, and/or private entity or organization have been or can be 
obtained or renewed for any use considered in the value estimate. 

COMPONENT USE 

The total valuation distribution in this report between land and improvements applies only under the 
existing program of utilization. The separate valuations for land and building must not be used in 
conjunction with any other appraisal report, and are invalid if so used. 

INCLUSIONS 

Furnishings and equipment or personal property or business operations, except as specifically 
indicated and typically considered as part of real estate, have been disregarded with only the real 
estate being considered in the value estimate unless otherwise stated. In some property types, 
business and real estate interests and values are combined. 

PROPOSED IMPROVEMENTS, CONDITIONED VALUE 

Improvements proposed, if any, on or of site, as well as any repairs required, are considered for 
purposes of this appraisal to be completed in good and workmanlike manner according to informatiort 
submitted and/or considered by the appraisers. In cases of proposed construction, the appraisal is 
subject to change upon inspection of property after construction is completed. The estimate of 
market value is as of the date shown, as proposed, as if completed and operating at levels shown and 
projected. 

VALUE CHANGE, MARKET INFLUENCES, ALTERATION OF ESTIMATE BY 
APPRAISERCSl 

The estimated market value, which is defined in the report, is subject to change with market changes 
over time, value is highly related to exposure, time, promotional effort, terms, motivation, and 
conditions surrounding the offering. The value estimate considers the productivity and relative 
attractiveness of the prope1ty physically and economically in the marketplace. 

In cases of appraisals involving capitalization of income benefits, the estimate of market value of 
investment value or value-in-use is a reflection of such benefits and appraiser's interpretation of 
income, yields, and other factors derived from general and specific client and market information. 
Such estimates are limited to the date of the estimate of value; they are thus subject to change as the 
market and value are naturally dynamic. 
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The "Estimate of Market Value" in the appraisal repo1t is not based in whole or in part upon the race, 
color, or natural origin of the present owners or occupants of the properties in the vicinity of the 
property appraised. 

CHANGES AND MODIFICATIONS 

The appraisal report and value estimate are subject to change if physical, legal entity, or financing 
differ from that envisioned at the time of writing this report becomes apparent at a later date. 

MANAGEMENT OF THE PROPERTY 

It is assumed that the property which is the subject of this report will be prudent and competent 
ownership and management; neither inefficient or super-efficient. 

CONTINUING EDUCATION 

The Bureau of Indian Affairs promotes programs of continuing education of their appraisers. 

CHANGES, MODIFICATIONS, ETC. 

The appraiser reserves the right to alter statements, analysis, conclusions or, any value estimate in the 
appraisal if there becomes known facts pertinent to the appraisal process which were unknown at the 
time of the report preparation. 

MINERAL RIGHTS. NOISE. AND ENVIRONMENT AL CONCERNS 

Mineral rights, noise, and environmental factors have not been given segregated consideration except · 
as noted; they have been treated with the whole. 

ACCEPTANCE OF, AND/OR USE OF, THIS APPRAISAL REPORT BY CLIENT OR ANY 
THIRD PARTY CONSTITUTES ACCEPTANCE OF THE ABOVE CONDITIONS. 

A. DEFINITION OF VALUE, MARKET VALUE 

The most probable price, as of a specified date, in cash, or in tenns equivalent to cash, or in other 
precisely revealed tenns, for which the specified property rights should sell after reasonable time 
exposure in an open and competitive market under all conditions requisite to fair sale, with the buyer 
and seller each acting prudently, knowledgeably and for self interest and assuming that neither is 
under undue duress. 
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B. PROPERTY RIGHTS APPRAISED 

The property rights appraised within this report include the Market Value of the surface rights and the 
surface rights only of the subject property. 
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CERTIFICATION 

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

- the statements of fact contained in this report are true and correct. 

- the reported analysis, opinions, and conclusions are limited only by the reported assumptions 
and limited conditions, and are my personal, unbiased professional analyses, opinions, and 
conclusions. 

- I have no (or specified) present or prospective interest in the property that is the subject of 
this report, and I have no (or the specified) personal interest or bias with respect to the parties 
involved. 

· - my compensation is not contingent on the reporting of a predetermined value or direction in 
value that favors the cause of the client, the amount of the value estimate, the attainment of a 
stipulated result, or the occurrence of a subsequent event. 

- my analysis, opinions, and conclusions were developed and this report has been prepared in 
conformity with the Uniform Standards of Professional Appraisal Practice. 

- I have made a personal inspection of the property that is the subject of this report. 

- no one provided significant professional assistance to the person signing this report. 

vm 

Xxxxxxx X. Xxxxxxx, Staff Appraiser 
State Certification #XXXXX 



~ERTif1CATION (Continued) 

- As Review Appraiser, I have made a personal inspection of the property that 
is the subject of this report. 

Review Appraiser 
State Certification #XXXXX 

- As Review Appraiser, I have NOT made a personal inspection of the 
property that is the subject of this report. 

Review Appraiser 
State Certification #XXXXX 

- As Area Chief Appraiser, I have made a personal inspection of the property 
that is the subject of this report. 

Area Chief Appraiser 
State Certification #XXXXX 

- As Area Chief Appraiser, I have NOT made a personal inspection of the 
property that is the subject of this report. 

Area Chief Appraiser 
State Certification #XXXXX 
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RESERVATION CODE XXX XXXXXXXX#XXXX 

PROPERTY OF XXXXXX XXXXXXXXX MARKET VALUE (PURPOSE) FOR (FUNCTION) 
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XX/4 OF SECTION XX 

SUBJECT TO ANY RIGHTS-OF-WAY OF RECORD 
SUBJECT TO AGRICULTURAL LEASE EXPJRING XXXXXXXX 31, XXXX 

SUBJECT TO ANY MORTGAGES OF RECORD 
XXXXXXXX COUNTY, XX, TOWNSHIP XX SOUTH RANGE XX WEST XXXXXX MERIDIAN 

XXX.00 ACRES XXXXXXXXXX ACREAGE 

APPRAISED VALUE AS OF .................. XXXXXXXX XX, XXXX 

THE ESTIMATED MARKET VALUE IS ............. $XX,XOO.OO 

Date XXXXX X. XXXXXXXX, Appraiser 
State Certification #XXXXX 

Recommended (Date) Review Appraiser 

Approved (Date) 

xxxxxxxxx x. xxxxxxxxx 
Area Chief Appraiser 

State Certification #XXXXX 
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ASSUMPTIONS AND LIMITING CONDITIONS 

I. COPIES, PUBLICATION, DISTRIBUTION, USE OF REPORT 

Possession of this report or any copy thereof does not carry with it the right of 
publication, nor may it be used for other than its intended use; the physical report(s) 
remain the property of the Bureau of Indian Affairs for the use by the client, 
(Superintendent). 

2. CONFIDENTIALITY 

This appraisal is to be used only in its entirety. No part or portion thereof is to be used by 
any party without the whole report. All conclusions and opinions concerning the analysis 
which are set forth in the report were prepared by the Appraiser(s) whose signature(s) 
appears on the appraisal report, unless indicated as "Review Appraiser." No change of 
any item in the report s~all be made by anyone other than the Appraiser. The Appraiser 
and the Bureau shall have no responsibility if any such unauthorized change is made. The 
appraiser may not divulge the material (evaluation) contents of the report, analytical 
findings or conclusions, or give a copy of the report to anyone other than the client or his 
designee as specified in writing except as may be required by state Certification Boards as 
they may request in confidence for ethics enforcement, or by court of Jaw or body with the 
power of subpoena. 

3. INFORMATION USED 

No responsibility is assumed for accuracy of the information furnished by work of others, 
the client, his designee, or public records. We are not liable for such information or the 
work of possible subcontractors. The comparable data relied upon in this report has been 
confirmed with one or more parties familiar with the transaction or from affidavit or other 
sources thought reasonable; all are considered appropriate for inclusion to the best of our 
factual judgement and knowledge. An impractical and uneconomic expenditure of time 
would be required in attempting to furnish unimpeachable verification in all instances, 
particularly as to engineering and market-related information. 

4. EXHIBITS 

The sketches and maps in this report are included fo assist the reader in visualizing the 
property and are not necessarily to scale. Various photos, if included, are included for the 
same purpose (as of the date of the photos). Site plans are not surveys unless shown from 
separate surveyor. 
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5. LEGAJ,,,.pNGINEERING, FINANCIAL, STRUCTURAL, OR MECHANICAL 
NATURE, HIDDEN COMPONENTS, SOIL 

No responsibility is assumed for matters legal in character or nature, nor matters of 
survey, nor of any architectural, structural, mechanical, or engineering nature. No opinion 
is rendered as to the title, which is presumed to be good and merchantable. The 
property is appraised as if free and clear, unless otherwise stated in particular parts of the 
report. 

The legal description is assumed to be correct as used in this report as furnished by the 
client, his designee, or as derived by the appraiser. 

Please notecthat no advice is given regarding mechanical equipment of structural integrity 
or adequacy, nor soils and potential for settlement, drainage, and such (seek assistance 
from qualified architect and/or engineer) nor matters concerning liens, title status, and 
legal marketability (seek legal assistance), and such. 

The appraiser has inspected the land and improvements as far as possible, by observation. 
It was not possible to personally observe conditions beneath the soil, or hidden structural, 
or other components. We have not critically inspected mechanical components within the 
improvements and no representations are made herein as to these matters unless 
specifically stated and considered in the report. The value estimate considers there being 
no such conditions that would cause a loss in value. The land or the soil of the area being 
appraised appears firm; however, subsidence in the area is unknown. The appraiser(s) 
does/do not warrant against this condition or occurrence of problems arising from soil 
conditions. 

The appraisal is based on there being no hidden, unapparent, or apparent conditions of the 
property site, subsoil, structures, or toxic materials which would render it more or less 
valuable. No responsibility is assumed for any such conditions or for any expertise or 
engineering to discover them. All mechanical components are assumed to be in operable 
condition and status standard for properties of the subject type. Conditions of heating, 
cooling, ventilating, electrical, and plumbing equipment are considered to be 
improvements unless otherwise stated. No judgement may be made by the appraiser as to 
adequacy of insulation, type of insulation, or energy efficiency of the improvements or 
equipment which is assumed standard for subject age and type. 

Unless otherwise stated in the report, the existence of hazardous material, which may or 
may not be present on the subject property, was not observed by the appraiser(s). The 
appraiser(s) has/have no knowledge of the existence of such material on or in the property 
appraised. The appraiser(s), however, is/are not qualified to detect such substances. The 
presence of substances such as asbestos, urea-formaldehyde foam insulation, or other 
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potentially hazardous materials may effect the value of the property. The value estimate is 
predicated on the assumption that there is no such material on or in the property that 

. would cause a Joss in value. No responsibility is assumed for any such condition(s), or for 
any expertise or engineering knowledge required to discover such. The client is urged to 
retain an expert in his field, if desired. 

6. LEGALITY OF USE 

The appraisal is based on the premise that there is full compliance with all applicable 
federal, state, and local environmental regulations unless otherwise stated in the report. 
All applicable zoning, building, and use regulations and restrictions of all types have been 
complied with unless otherwise stated in the report. It is assumed that all required 
licenses, consents, permits, or other legislative or administrative authority, local, state, 
federal, and/or private entity or organization have been or can be obtained or renewed for 
any use considered in the value estimate. 

7. COMPONENT USE 

8. 

The total valuation distribution in this report between land and improvements applies only 
under the existing program of utilization. The separate valuations for land and building 
must not be used in conjunction with any other appraisal report, and are invalid if so used. 

INCLUSIONS 

Furnishings and equipment or personal property or business operations, except as 
specifically indicated and typically considered as part of real estate, have been disregarded 
with only the real estate being considered in the value estimate unless otherwise stated. In 
some property types, business and real estate interests and values are combined. 

9. PROPOSED IMPROVEMENTS, CONPITIONED VALUE 

Improvements proposed, if any, on or of site, as well as any repairs required, are 
considered for purposes of this appraisal to be completed in good and workmanlike 
manner according to information submitted and/or considered by the appraisers. In cases 
of proposed construction, the appraisal is subject to change upon inspection of property 
after construction is completed. The estimate of market value is as of the date shown, as 
proposed, as if completed and operating at levels shown and projected . . 
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IO. VALUE CHANGE. MARKET INFLUENCES. ALTERATION OF ESTIMATE BY 
APPRAISER(S) 

The estimated market value, which is defined in the report, is subject to change with 
market changes over time, value is highly related to exposure, time, promotional effort, 
terms, motivation, and conditions surrounding the offering. The value estimate considers 
the productivity and relative attractiveness of the property physically and economi.cally in 
the marketplace. 

In cases of appraisals involving capitalization of income benefits, the estimate of market 
value of investment value or value-in-use is a reflection of such benefits and appraiser's · 
interpretation of income, yields, and other factors derived from general and specific client 
and market foformation. Such estimates are limited to the date of the estimate of value; 
they are thus subject to change as the market and value are naturally dynamic. 

The "Estimate of Market Value" in the appraisal report is not based in whole or in part 
upon the race, color, or natural origin of the present owners or occupants of the properties 
in the vicinity of the property appraised. 

1 I. CHANGES AND MODIFICATION~ 

The appraisal report and value estimate are subject to change if physical, legal entity, or 
financing differ from that envisioned at the time of writing this report becomes apparent at 
a later date. 

12. MANAGEMENT OF THE PROPERTY 

It is assumed that the property which is the subject of this report will be prudent and 
competent ownership and management; neither inefficient or super-efficient. 

13. CONTINUING EDUCATION 

The Bureau of Indian Affairs promotes programs of continuing educations for their 
appraisers. 

14. CHANGES. MODIFICATIONS, ETC. 
. 

The appraiser reserves the right to alter statements, analysis, conclusions or, any value 
estimate in the appraisal if there becomes known facts pertinent to the appraisal process 
which were unknown at the time of the report preparation. 
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15. MINERAL RIGHTS. NOISE. AND ENVIRONMENTAL CONCERNS 

Mineral rights, noise, and environmental factors have not been given segregated 
consideration except as noted; they have been treated with the whole. 

16. ACCEPTANCE OF. AND/OR USE OF, THIS APPRAISAL REPORT BY CLIENT OR 
ANY THIRD PARTY CONSTITUTES ACCEPTANCE OF THE ABOVE 
CONDITIONS. 

A. DEFINITION OF VALUE, MARKET VALUE 

The most probabie price, as of a specified date, in cash, or in tenns equivalent to cash, or 
in other precisely revealed tenns, for which the specified property rights should sell after 
reasonable time exposure in an open and competitive market under all conditions requisite 
to fair sale, with the buyer and seller each acting prudently, knowledgeably and for self 
interest and assuming that neither is under undue duress. 

B. PROPERTY RIGHTS APPRAISEQ 

c. 

The property rights appraised within this report include the Market Value of the surface 
rights and the surface rights only of the subject property. 

LEGAL DESCRIPTION 

XX/4 of Section XX-TXXS-RXXW,X.M., XXXXXXXX County, XXXXXXXX, 
containing XXX.00 acres, more or less. 

D. AREA AND NEIGHBORHOOD ANALYSIS 

AREA DATA: 

The subject area is situated in the southwestern part of XXXXXXXX, bound on the north 
. by the XXXXXXXXXX River, on the south by XXXXXXXXX, on the west by the 

XXXXXXXXXXXX River and on the east by U.S. Highway #XX. 

The annual rainfall in this area varies from XX to XX inches and the average frost free 
growing season is from XXX to XXX days. 

The major economic force is agriculture, with oil and gas production and various 
industries throughout the area. 
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Agricultural production consists of farming and ranching but diversified farming 
predominates. There are some irrigated farms, however, the majority are dry land fanns. 

There are a variety of crops produced including: Wheat, Alfalfa, Cotton, Peanuts, Grain 
Sorghums, Oats, Rye, Barley and a number of pasture crops. The predominated cash 
crops are: Wheat, Alfalfa, Cotton and Peanuts. Irrigated farming is predominated by 
Peanut and Alfalfa production. 

XXXXXXXXXXXXXX, has an economic influence on a large portion of the area within 
a fifty mile radius of the base. 

The principal market centers in the area are Xxxxxx, Xxxxxxxx, Xxxxxx, Xxxxxxx, 
Xxxxxx, and Xxxxxxxxx. The principal market and shopping facility lying outside the 
area is Xxxxxxxxxx. 

NEIGHBORHOOD ANALYSIS: 

Xxxxxxx, Xxxxxxxx, population XX,XXX according to the 1990 U.S. Census, is the 
county seat of Xxxxxxxxx County. The economy of this city is based on agriculture with 
supplemental income from employment at Xxxxxxx, Xxxxxxxxxxx, and Xxxxxxx, 
Xxxxxxx. The city is served by railroad and highways and offers limited marketing and 
shopping facilities to meet most needs. The primary marketing and shopping center for i" 
the area is at Xxxxxxx, Xxxxxxx, located approximately XX miles to the north. There are 
public school facilities in Xxxxxxx through the high school level, as well as churches of 
various faiths common to the area. State Highways #XX and Highway #XX run through 
the city. 

E. PROPERTY DESCRIPTION 

Allotment of Xxxxxxxxxxxx, Tribal Allotment #XXXX, was inspected on Xxxxxxxxx 
XX, 19XX, by Appraiser Xxxxxx X. Xxxxxxx. An aerial photograph, county map, soil 
survey information, and information provided by Xxxxxxx Agency were used to properly 
locate and identify the subject property. The appraiser has inspected all comparable sales 
within this report. 

The subject is located X miles east and X miles north of Xxxxxxx, Xxxxxxx. The subject 
has access via county graveled section line road along the north boundary of the subject 
property. 

The subject property consists of ... 
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F. HIGHEST AND BEST USE 

DEFINITION 

The reasonably probable and legal use of vacant land or improved property, which is 
physically possible, maximally productive, financially feasible, legally permissible and 
results in the highest value. Also, the most probable use which reflects the most probable 
price (market value) as of the effective date of the appraisal. 

ANALYSIS OF THE SUBJECT PROPERTY 

'The present use of the subject is for xxxxxxxxxx purposes. The highest and best use is 
concluded to be the same. 

G. DISCUSSION OF APPRAISAL PROCESS 

DEFINITION OF COST APPROACH 

In the cost approach, the appraiser derives a value of the interest in a property by 
estimating the current cost to construct a reproduction of or replacement for the existing 
structure, deducting for all evidence of accrued depreciation from the cost new of the 
reproduction or replacement structure, and adding the estimated land value plus an 
entrepreneurial profit. Adjustments may be made to the value of the subject property to 
reflect the value indication of the property interest being appraised. 

DEFINITION OF INCOME CAPITALIZATION APPROACH 

In the income capitalization approach, the appraiser derives a value indication for income 
producing property by converting anticipated benefits, i.e., cash flows and reversions, into 
property value. This conversion can be accomplished in two ways: One year's income 
expectancy or an annual average of several year's income expectancies may be capitalized 
at a market-derived capitalization rate or a capitalization rate that reflects a specified 
income pattern, return on investment, and change in the value of the investment; 
secondly, the annual cash flows may be discounted for the holding period and the 
reversion at a specified yield rate. 

DEFINITION OF SALES COMPARISON APPROACH 

In the sales comparison approach, the appraiser derives a value indication by comparing 
the property being appraised to similar properties that have been sold recently, applying 
appropriate units of comparison and ma.king adjustments, based.on the elements of 
comparison, to the sale price~ of the comparable properties. 

XVIII 

-~\ 



H. THE APPRAISAL PROCESS 

SALES COMPARISON APPROACH 

The Market Value for the subject property is estimated as if it were offered for sale to 
persons generally. Comparison of the subject property to similar properties that have sold 
on the open market is considered the best method of arriving at an estimate of market 
value for the property. Therefore, sales information has been gathered, confirmed, and 
analyzed as the basis for an estimate of market value for the subject property. The market 
data or comparative approach to value is the method most commonly used and best 
understood by buyers arid sellers of real property. 

After analyzing the current market data, there were no factors found to significantly 
influence the value of the subject. 
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SALES COMPARISON APPROACH (CONT) 

There were no factors considered to significantly influence value in the comparative analysis of sales as they affect 
the value of the subject property. The importance of each factor will usually vary, with some having greater or 
less impact on the market value for the subject. This means that one positive adjustment may not be equal to one 
negative adjustment (or vice versa) as shown below. 

SUMMARY ANALYSIS TABLE -
Sale Number #1 #2 #3 

Data Number XX-XX-XX XX-XX-XX XX-XX-XX 

Location (Sec-Twp-Rng) XX-XXX- XX-XXX- XX-XXX-
xxx xxx xxx 

Date (month/year) XX-XX XX-XX XX-XX 

Size (acres) xx xxx xxx 
Price (per acre) $XXX $XXX $XXX 

Trended Price (uer acre) $XXX $XXX $XXX 
' 

F 
A 
c 
T 
0 
R -
s 
Net Adiustment $X $X $X 

Indicated Value ($/ac) XXX.00 XXX.00 XXX.00 

Symbol Explanation 
+ Indicates Subject is Superior to Data 
- Indicates Subject is Inferior to Data 
0 Indicates Subject is Equal to Data 

The subject property has been compared to each of the above data. The comparable sales cited indicate a range 
of value from $XXX to $XXX per acre for the subject's XX acres. An estimated value at $XXX per acre is 
suggested for the subject's XX acres, for a total property value of $XX,xxx.OO. 

THE ESTIMATED MARKET VALUE BASED UPON THE SALES COMPARISON 
APPROACH IS $XX,OOO.OO. 

xx 
~"""""""""'"' 
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I. RECONCILIATION 

In preparing this report, the appraiser arrived at the final value estimation with the use of the Sales Comparison 
Approach only. The Income Capitalization Approach was not used because the subject property is not an 
income producing property. The Cost Approach was not included becaus.e there were no structural 
improvements located on the subject property. The Sales Comparison Approach indicates the most accurate 
estimate of market value, and is the only approach considered to estimate Market Value. 

J. CONCLUSION 

As a result of the above investigation and analysis, the indicated market value of the subject property, on 
Xxxxxxxx xx, 19xx, is $XX,OOO.OO. 
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K. CERTIFICATION 

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

- the statements of fact contained in this report are true and correct. 

- the reported analysis, opinions, and conclusions are limited only by the reported 
assumptions and limited conditions, and are my personal, unbiased professional analyses, 
opinions, and conclusions. 

- I have no (or specified) present or prospective interest in the property that is the subject 
of this report, and I have no (or the specified) personal interest or bias with respect to the 
parties involved. 

- my compensation is not contingent on the reporting of a predetennined value or 
direction in value that favors the cause of the client, the amount of the value estimate, the 
attainment of a stipulated result, or the occurrence of a subsequent event. 

- my analyses, opinions, and conclusions were developed and this report has been prepared 
in confonnity with the Unifonn Standards of Professional Appraisal Practice. 

- I have made a personal inspection of the property that is the subject of this report. 

- no one provided significant professional assistance to the person signing this report. 

Xxxxxx W. Xxxxxxx, Appraiser 
State Certification #XXXXX 
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CERTIFICATION (Con't) 

- As Review Appraiser, I have made a personal inspection of the property that is 
the subject of this report. 

Review Appraiser 
State Certification #XXXXX 

- As Review Appraiser, I have NOT made a personal inspection of the property 
that is the subject of this report. 

~~~-~~~-·-~~~~~~-~~~ 

Review Appraiser 
State Certification #XXXXX 

- As Area Chief Appraiser, I have made a personal inspection of the property that 
is the subject of this report. 

Area Chief Appraiser 
State Certification #XXXXX 

- As Area Chief Appraiser, I have NOT made a personal inspection of the property 
that is the subject of this report. 

Area Chief Appraiser 
State Certification #XXXXX 
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ADDENDUM 

1. QUALIFICATIONS OF THE APPRAISER 

2 . SUBJECT 'I'RACT MAP 

3 . COMPARABLE SALES MAP 

4. SALES DATA SHEETS 

5. PHOTOGRAPHS 

6 . OTHER SUPPORTING DATA 
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Superintendent 
Bureau of Indian Affairs 
Anadarko Agency 
P.O. Box 309 
Anadarko, OK 73005 

United States Departrnent of the Interior 
BUREAU OF INDIAN AFFAIRS 

Anadarko Area Office 
P.O. Box 368 

Anadarko, Oklahoma 73005 

Re: Kiowa Allotment #000 Peloatty 
Caddo County, Oklahoma 

Dear '<. 

In accordance with your request, Staff Appraiser, _, has personally inspected and appraised 
the above captioned property in order to estimate the subject's Market Value as of November 26, 1997. As a result 
of this analysis, it was found that the property has a Market Value of: 

One Thousand Nine Hundred Fifty Dollars ($1,950.00) 

The supporting data and conclusions upon which this estimate is based are contained in the accompanying 16 
page report and 7 page addendum. 

Sincerely, 

Area Chief Appraiser 
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APPRAISAL DEFINITIONS 

Adjusted Sale Price. The figure produced when the transaction price of a comparable sale is adjusted 
for elements of comparison. When the appropriate sequence of adjustments is followed, several 
intermediate adjusted sale prices are calculated and used as the basis for subsequent adjustments. 

Adjustments. I. Mathematical changes made to the basic data to facilitate comparison and· 
understanding. When dollar adjustments are used, individual differences between comparables and the 
subject property are expressed in terms of plus or minus dollar amounts; with percentage adjustments, 
individual differences are reflected in plus or minus percentage differentials; in cumulative percentage 
adjustments, individual differences between comparables and the subject are represented by plus or minus 
percentage differentials, cumulated by multiplication or division. The process assumes a casual 
relationship among various factors for which adjustments are made. 2. Items that should be prorated or 
apportioned between the purchaser and the seller in a real estate transaction, e.g., taxes, rents, fuel. 

Allocation. A method of estimating land value in which sales of improved properties are analyzed to 
establish a typical ratio of site value to total property value and this ratio is applied to the property being 
appraised or the comparable sale being analyzed. 

Appraisal. (1.) An analysis, opinion, or conclusion relating to the nature, quality, value, or utility of 
specified interests in, or utility of specified interests in, or aspects of, identified real estate. (Code of 
Professional Ethics' of the Appraisal Institute) In this usage, appraisal covers a variety of assignments,. 
including valuation, consulting, and review. (2.) The act or process of estimating value; an estimate of 
value. 

Appraisal Report. The written or oral communication of an appraisal; the documented transmitted to 
the client upon completion of an appraisal assignment. Reporting assignments are set forth. in the 
Standards Rules relating to Standards 2 and 5 of the Uniform Standards of Professional Appraisal 
Practice. 

Appraisal Review. The act or procedure of critically studying a report prepared by another appraiser. 

Approaches to Value. Systematic procedures used to derive value indications in real property appraisal. 
See also cost approach, income capitalization approach, sales comparison. 

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. 
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Assumptions and Limited Conditions. For appraisal or analysis purposes, a life of assumptions 
and limitations on which an analysis is based. 

Before and After Rule. In eminent domain valuation, a procedure in which just compensation is 
measured as the difference between the value of the entire property before the taking and the value 
of the remainder after the taking. 

Capitalization. The conversion of income into value. See Also direct capitalization; yield 
capitalization. 

Capitalization Rate (R). Any rate used to convert income into value. 

Cash Equlvalency. A price expressed in terms of cash, as distinguished from a price expressed 
totally or partly in terms of the face amounts of notes or other securities that cannot be sold at their 
face amounts. 

Certification of Value. A part of the introduction to an appraisal report in which the appraiser 
certifies that the statements of fact presented are correct to the best of his or her knowledge; that the 
analysis and conclusions are limited only by the reported assumptions and conditions; that the 
appraiser has no (or the specified) interest in the subject property; that the appraiser's compensation 
is not contingent upon any aspect of the report; that the appraisal was performed in accordance with '\. 
the Code of Professional Ethics and Standards of Professional Practice of the Appraisal Institute, 
which may review the report; that the appraiser has (has not) satisfied continuing education 
requirements; that the appraiser has (has not) made a personal inspection of the property; and that 
no one, except those specified, has provided assistance in preparing the report. 

Client. Any party for whom an appraiser performs a service. 

Condemnation Value. A misleading term for the value to be compensated in a condemnation. The 
value sought under the laws applicable in condemnation is market value. See also market value. 

Consequential Damages. Damage to property caused by a taking or construction on other lands. 
Compensability varies from state to state. 

Consistent Use. The concept that land cannot be valued on the basis of one use while the 
improvements are valued on the basis of another. The concept of consistent use must be addressed 
when properties are devoted to temporary interim uses. Improvements that do not represent the 
land's highest and best use, but have substantial remaining physical lives, may have an interim use of 
temporary value, no value at all, or even negative value if substantial costs must be incurred for their 
removal. 
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Cost Approach. A set of procedures through which a value indication is derived for the fee simple 
interest in a property by estimating the current cost to construct a reproduction of, or replacement 
for, the existing structure; deducting accrued depreciation from the reproduction or replacement cost; 
and adding the estimated land value plus an entrepreneurial profit. Adjustments may then be made 
to the indicated fee simple value of the subject property to reflect the value of the property interest 
being appraised. 

Cost to Cure. The cost to restore an item of deferred maintenance to new or reasonable new 
condition. 

Curable Functional Obsolescence. An element of accrued depreciation; a curable defect caused 
by a flaw in the structure, materials, or design. · 

Date of Value Estimate. The date for which an estimate of value is valid. The sale of a property 
may be negotiated months or even years before the closing or final disposition of the property. In this 
case, an adjustment for changes in market conditions between the date the contract is signed and the 
effective date of value may be appropriate. See also closing date; contract date; prospective value 
estimate; retrospective value estimate; value as is. 

Deed. A written, legal instrument that conveys an estate or interest in real property when it is 
executed and delivered. 

Deed in Fee. Sufficient conveyance of a fee simple, free of all encumbrances with the usual 
covenants of the grantor. 

Depreciated Value. Often used to describe cost less a single form of depreciation, or used 
synonymously with sound value, or with replacement cost less depreciation. A very nebulous term 
and purely a cost concept which is frequently related to book value. (Marshall & Swift) 

Depreciation.(!.) In appraising, a loss in property value from any cause; the difference between the 
reproduction or replacement cost of an improvement on the effective date of the appraisal and the 
market value of the improvement on the same date. (2.) In regard to improvements, depreciation 
encompasses both deterioration and obsolescence. (3.) In accounting, an allowance made against the 
loss in value of an asset for a defined purpose and computed using a specified method. 

Direct Capitalization. ( !.) A method used to convert an estimate of a single year's income 
expectancy into an indication of value.in one direct step, either by dividing the income estimate by 
an appropriate rate or by multiplying the income estimate by an appropriate factor. (2.) A 
capitalization technique that employs capitalization rates and multipliers extracted from sales. Only 
the first year's income is considered. Yield and value change are implied, but not identified. 
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Discount. (I.} Conversion of future payments to present value. (2.) Money paid at the beginning of 
a time period for the use of capital during that period; commonly deducted from the principal when 
the funds are advanced. 

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 as well as the quantity and timing of the reversion and discounts 
each to its. present value at a specified yield rate, DCF analysis can be applied with any yield 
capitalization technique and may be performed on either a lease-by-lease or ag&regate basis. 

Disposition Value. The most probable price which a specified interest in real property is likely to 
bring under all of the following conditions: 

I. Consummation of a sale will occur within a limited future marketing period 
specified by the client. · 

2. Actual market conditions are those currently obtaining for the property interest 
Appraised. 

3. The buyer and seller is each 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 in the limited time allowed for the 
completion of a sale. · 

8, Payment will be made in cash in U.S. dollars 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. (The 
above definition was proposed by the Appraisal Institute Special Task Force on Value Definitions, 
June 1992.) 
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Easement. An interest in real property that conveys use, but not ownership, of a portion of an 
owner's property. Access or right-of-way easements may be acquired by private parties or public 
utilities. Governments dedicate conservation open space, and preservation easements. 

Economic Age-Life Method. A method of estimating accrued depreciation in which the ratio 
between the effective age of a building and its total economic life is applied to the current cost of the 
improvements to obtain a lump-sum deduction. 

Economic Life. The period over which improvements to real property contribute to property value. 

Economic Rent. (1.) In appraisal, a term sometimes used as a synonym for market rent. (2.) In 
economics, the surplus payment in excess of the amount necessary to justify the development of a 
property or to attract any factor of production into an enterprise. 

Effective Age. The age indicated by the condition and utility of a structure. 

Effective Gross Income (EGI). The anticipated income from all operations of the real property after 
an allowance is made for vacancy and collection losses. Effective gross income includes 
items constituting other income, i.e., income generated from the operation of the real property that 
is not derived from space rental (e.g., parking rental or income from vending machines). 

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. 

Encumbrance. An interest or right in real property that may decrease or increase the value of the 
fee estate but does not prevent its conveyance by the owner. An encumbrance effects a permanent 
reduction in an owner's property rights, while a lien represents a claim against the owner's property 
rights which may or may not become permanent. Mortgages, taxes, and judgments are liens; 
restrictions, easements, and reservations are encumbrances. 

Equity Value. Market value less all encumbrances on the property. (Marshall & Swift) 

Equity Yield Rate (y ). A rate of return on equity capital as distinguished from the rate of return 
on debt capital (the interest rate); the equity investor's internal rate of return. The equity yield rate 
considers the effect of debt financing on the cash flow to the equity investor. 

Escheat. The right of government that gives the state titular ownership of a property when its owner 
dies without a will or any ascertainable heirs. 

Estimate of Value. In appraising, an opinion based on a analysis of adequate data by one qualified 
to develop such an opinion. 
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Evaluation. 

1. A study of the nature, quality, or utility of a parcel of real estate or interests in, or 
aspects of, real property in which a value estimate is not necessarily required; 
sometimes used to denote consulting. 

2. The Office of the Comptroller of the Currency distinguishes between "appraisals" 
undertaken for any real estate-rel;ited financial transaction involving loans of 
amounts more than the federal de minimis and "evaluations" required for real estate 
collateral for loans of amounts equal to the federal de minimis or less. The OCC 
specifies that like appraisals, evaluations are used to validate real estate values that 
serve as collateral to support a borrower's credit capacity. Further, the OCC states 
that an evaluation may be required to determine the appropriate carrying value, and 
probable sales price, for foreclosed properties. (Banking Issuance regarding 12 CFR 
34) 

Excess Land. In regard to an improved site, the land not needed to serve or support the existing 
improvement. In regard to a vacant site or a site considered as though v,acant, the land not needed 
to accommodate the site's primary highest and best use. Such land may be separated from the larger 
site and have its own highest and best use, or it may allow for future expansion of the existing or 
anticipated improvement. ' 

Excess Rent. The amount by which contract rent exceeds market rent at the time of the appraisal; 
created by a lease favorable to the landlord (lessor) and may reflect a locational advantage, unusual 
management, unknowledgeable parties, or a lease execution in a earlier, stronger rental market. Due 
to the higher risk inherent in the receipt of excess rent, it may be calculated separately and capitalized 
at a higher rate in the income capitalization approach. 

Excess Value. Value over and above market value which is ascribable to a lease that guarantees 
contract rental income in excess of market rent at the time of the appraisal. 

External Conformity. The compatibility between a property and its surroundings. 

Externalities. (1.) The principle that economies outside a property have a positive effect on its value 
while dis-economies outside a property have a negative effect upon its value. (2.) Costs or benefits 
accruing to a property for which compensation or remuneration cannot be handled through normal, 
contractual procedures. 

External Obsolescence. An element of accrued depreciation; a defect, usually incurable, caused 
by negative influences outside a site and generally incurable on the part of the owner, landlord, or 
tenant. 
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Extracting. A method of estimating land value in which the depreciated cost of the improvements 
on the improved property is estimated and deducted from the total sale piice to arrive at an estimated 
sale price for the land; most effective when the improvements contribute little to total sale price of 
the property. 

Feasibility Analysis. ( 1.) A study of the cost-benefit relationship of an economic endeavor. (2.) An 
analysis undertaken to investigate whether a project will fulfill the objectives of the investor. The 
profitability of a specific real estate project is analyzed in terms of criteria of a specific market or 
investor. 

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. 

Fee Simple Title. A title that signifies ownership of all the rights in a parcel of real property, subject 
only to the limitations of the four powers of government. 

Functional Obsolescence. An element of accrued depreciation resulting from deficiencies of 
superadequacies in the structure. See also curable functional obsolescence; incurable functional 
obsolescence. 

Functional Utility.1" The ability of a property or building to be useful and to perform the functions ''' 
for which it i,s 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. 

Going Concern Value. The value created by a proven property operation; considered as a separate 
entity to be valued with a specific business establishment; also called going value. value. 

Government Survey System. A land survey system used in Florida, Alabama, Mississippi, and 
all states north of the Ohio River or west of the Mississippi River except Texas; divides land into 
townships approximately six miles square, each containing 36 sections of 640 acres. See also 
legal descriptions. · 

Grantee. A person whom property is transferred by deed or to whom property rights are granted 
by a trust instrument or other document. 

Grantor. A person who transfers property by deed or grants property rights through a trust 
instrument or other document. 
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Gross Rent Multiplier (GRM). The relationship or ratio between the sale price or value of a 
property and its gross rental income. See also effective gross income multiplier (EGIM); potential 
gross income multiplier ( PGIM). 

Highest and Best Use. The reasonably probable and legal use vacant land or an improved property, 
which is physically possible, appropriately supported, financially feasible, and that results in the 
highest value. The four criteria the highest and.best use must meet are legal permissibility, physical 
possibility, financial feasibility, and maximum profitability. 

Highest and Best Use of Land or a Site as though Vacant. Among all reasonable, alternative uses, 
the use that yields the highest present land value, after payments are made for labor, capital, and 
coordination. The use of a property is based on the assumption that the parcel of land is vacant or 
can be made vacant by demolishing any improvements. 

Highest and Best Use of Property as Improved. The use that should be made of a property as it 
exists. An existing property should be renovated or retained as is so long as it continues to contribute 
to the total market value of the property, or until the return form a new improvement would more 
than offset the cost of demolishing the existing building and constructing a new one. 

Income Capitalization Approach. A set of procedures through which an appraiser derives a value 
indication for an income-producing property by converting its anticipated benefits (cash flows and 
reversion) into property value. The conversion can be accomplished in two ways. One year's 
income expectancy can be capitalized at a market-derived capitalization rate or at a capitalization rate 
that reflects a specified income pattern, return on investment, and change in the value of the 
investment. Alternatively, the annual cash flows for the holding period and the reversion cane be 
discounted at a specified yield rate. 

Increasing and Decreasing Returns. The concept that successive increments of one or more agents 
of production added to fixed amounts of the other agents will enhance income, in dollars, benefits, 
or amenities, at an increasing rate until a maximum return is reached . Then, income wiII decrease 
until the increment value becomes increasingly less than the value of the added agents; also called law 
of decreasing returns or law of increasing returns. 

Incurable Functional Obsolescence. An element pf accrued depreciation; a defect caused by a 
deficiency or superadequacy in the structure, materials or design, which cannot be practically or 
economically corrected. 

Insurable Value. (I.) The portion of the value of an asset or asset group that is acknowledged or 
recognized under the provisions of an applicable loss insurance policy. (2.) Value used by insurance 
companies as the basis for insurance. Often considered to be replacement or reproduction cost les.s 
deterioration and non-insurable items. Sometimes cash value or market value but often entirely a cost 
concept (Marshall & Swift). 
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Investment Value. The specific value of an investment to a particular investor or class of investors 
based on individual investment requirements, distinguished from market value, which is impersonal 
and detached. See also market value. 

Just Compensation. In condemnation, the amount of loss for which a property owner is 
compensated when his or her property is taken; should put the owner in as good a position 
pecuniarily as he or she would be if the property had not been taken; generally held to be market 
value, but courts have refused to rule that it is always equivalent to market value. See also before 
and after rule. 

Land. (!.)The earth's surface, both land and water, and anything that is attached to it whether by 
the course of nature or human hands; all natural resources in their original state, e.g., mineral 
deposits, wildlife, timber, fish, water, coal deposits, soil. (2.) In law, the solid surface on the earth, 
as distinguished from water. 

Leased Fee Estate. An ownership interest held by a landlord with the rights of use and occupancy 
conveyed by lease to others. The rights of the lessor (the leased fee owner) and the leased fee are 
specified by contract terms contained within the lease. 

Leasehold Estate. The interest held by the lessee (the tenant or renter) through a lease conveying 
the rights of use and occupancy for a stated term under certain conditions. 

Legal Description. A description of land that identifies the real estate according to a system 1 
established or approved by law; an exact description that enables the real estate to be located and 
identified. 

Life Estate. Total rights of use, occupancy, and control, limited to the lifetime of a designated paity, 
often known as the life tenant. 

Liquidation Value. The most probable' price which a specified interest in real property is likely 
to bring under all of the following conditions; 

I. Consummation of a sale will occur within a severely limited future marketing period 
specified by the client. 

2. Actual market conditions are those currently obtaining for the property interest 
appraised. 

3. The buyer is acting prudently and knowledgeably. 

4. The seller is under extreme compulsion to sell. 
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Loan Value. A value which lending institutions will accept as a basis for a mortgage or trust deed; 
" a nebulous value defined differently by various lending institutions; an underwriting concept, not 

value. (Marshall & Swift) 

Market Value. The major focus of most real property appraisal assignments. Both economic and 
legal definitions of market value have been developed and refined. Continual refinement is essential 
to the growth of the appraisal profession. A current economic definition of market value is stated as 
follows: 

The most probable price, as of a specified 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 duress. (T]:!_/}£1!!,,~{~E:ls?,[]?;,~q,Lfi£19J.~1 IO~_ed., p~blished i11J~2~Jiy the Appraisal Institute.) 

The following definition has been agreed upon by agencies that regulate federal financial institutions 
in the United States including the Resolution TrustCorporation (RTC). 

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 best interests; 

3. A reasonable time is allowed for exposure in the open market; 

4. Payment is made in terms of cash in United States 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. 

Persons performing appraisal services that may be subject to litigation are cautioned to seek 
the exact definition ofmarket value applicable in the jurisdiction where the services are being 
performed. For further discussion of this important term, see The Appraisal of Real Estate, 
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10th ed., pages 18-22. See also: disposition value; going-concern value; insurable value; investment value; 
liquidation value; retrospective value estimates; value as is. 

Metes and Bounds System. A system for the legal description of land that refers to the parcel's 
boundaries, which are formed by the point of beginning (POB) and all intermediate points (bounds) 
and the courses or angular direction of each point (metes). 

Narrative Report. The most complete type of appraisal report; includes an introduction, the 
premises of the appraisal, the presentation of data, an analysis of data and conclusions, and often 
addenda. In a narrative report, the appraiser supports and explains the opinions and conclusions 
presented and demonstrates the soundness of the final value estimate. The reporting requirements 
for narrative reports, which are the same as those applied to other types of reports, are set forth in 
the Standards Rulesrelating to Standards 2 and 5 of the Uniform Standards of Professional Appraisal 
Practice. 

Paired Data Analysis. A quantitative technique used to identify and measure adjustments to the sale 
prices or rents of comparable properties; to apply this technique, sales or rental data on nearly 
identical properties are analyzed to isolate a single characteristic's effect on value or rent. 

Partial Taking. The taking ofpart of any real property interest for public use under the power of 
. · eminent domain; requires the payment of compensation. 

Partition. 

I. 

2. 

The legal separation of undivided partial interests such as co-ownership in real estate. 
This division of real property into separately owned parcels according to the owners' 
proportionate shares, which is usually pursuant to a judicial decree, severs the unity 
of possession, but does not create or transfer a new title or interest in property. 

An interior wall that divides a building, e.g., a permanent, inside wall that divides a 
house into various rooms. 

Patented Land. Governmental land that has been conveyed or transferred to private parties. 

Personal Property. Identifiable portable and tangible objects that are considered by the general 
public to be "personal," e.g., furnishings, art-work, antiques, gems and jewelry, collectibles, 
machinery and equipment; all property that is not classified as real estate. Personal property includes 
movable items that are not permanently affixed to, and part of, the real estate. 

Potential Gross Income (PG!). The total income attributable to real property at full occupancy 
before vacancy and operation expenses are deducted. 
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Potential Gross Income Multiplier (PGJM). The ratio between the sale price of a property and 
its potential gross income (PGIM=V/PGI). 

Present Value (PV). The value of a future payment or series of future payments discounted to the current 
date or to time period zero. 

Present Worth of $1 (115•), A compound interest factor that indicates how much $1 due in the 
future is worth today. The present worth of $1 factor is one of the.six functions of a dollar found in 
standard financial tables; also called present value of $1. 

Present Worth of $1 Per Period (a,,). A compound interest factor that indicates how much $1 paid 
periodically is worth today. The present worth of $1 per period factor is one of the six functions of 
a dollar found in standard financial tables; also called present value of $1 per period or ordinary level 
annuity factor. 

Purpose of an Appraisal. The stated reason for an appraisal assignment, i.e., to estimate the defineq 
value of any real property interest or to conduct an evaluation study (consulting assignment) 
pertaining to real property depisions. 

Quantity Survey Method. A cost-estimating method in which the quantity and quality of all 
materials used and all categories of labor required are estimated and unit cost figures are applied 
to arrive at a total cost estimate for labor and materials. · 

Range of Value. The range, or confidence interval, in which the final market value estimate of a 
property may fall; usually stated as a variable amount between a high and low value limit. 

Real Estate. Physical land and appurtenances attached to the land, e.g., structures. An identified 
parcel or tract of land, including improvements, if any. 

Real Estate. All interests, benefits, and rights inherent in the ownership of physical real estate; 
the bundle of rights with which the ownership of the real estate is endowed. In some states, real 
property is defined by statute and is synonymous with real estate. See also real estate. 

Rectangular Survey System. A system for the legal description of land that refers to the parcel's 
location in a township, an area approximately six miles square that is formed by the intersection 
of principal meridians and base Jines. Each township contains 36, one-square-mile section of 640 
acres. Also called federal rectangular survey system and gpvernment survey system. 

Retrospective Value Estimate. An estimate of value that is likely to have applied as of a specified 
historic date. A retrospective value estimate is most frequently sought in connection with appraisals 
for estate tax, condemnation, inheritance tax, and similar purposes. 
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Revenue Stamps. Stamps purchased from the state government and affixed, in amounts provided 
by law, to documents or instruments that represent original issues, sales, or transfers of stocks and 
bonds and deeds of conveyances; may provide an indication of sale price; also called documentary 
stamp. 

Review. The act of process of critically studying a report prepared by another. 

Review Appraiser. An appraiser who examines the reports of other appraisers to determine whether 
their conclusions are consistent with the data reported and with other generally known information. 

Right-of-Way. A privilege to pass over the land of another in some particular path; usually an 
easement over the land of another; a strip of land used in this way for railroad and highway purposes, 
for pipelines or pole lines, and for private or public passage. 

Right, Title and Interest. A phrase appearing in deeds, leases, and other instruments that effect a 
transfer of property title which indicates that the granter is conveying all that he or she held claim to. 

Sales Comparison Approach. A set of procedures in which a value indication is derived by 
comparing the property being appraised to similar properties that have been sold recently, applying 
appropriate units of comparison, and making adjustments to the sale prices of the comparables based 
on the elements of comparison. The sales comparison approach may be used to value improved 
properties, vacant land, or land being considered as though vacant; it is the most common and 
preferred method of land valuation when comparable sales data are available. 

Self-Contained· Appraisal Report. A report that, in compliance with Standards Rule 2 of the 
Uniform Standards of Professional Appraisal Practice, sets forth the data considered, the appraisal 
procedures followed, and the reasoning employed in the appraisal. Self-contained report addresses 
each item in the depth and detail required by its significance to the appraisal and provides sufficient 
information so that the client, the users of the report, and the public will understand the appraisal and 
not be misled or confused. 

Sinking Fund. A fund in which periodic deposits of equal amounts are accumulated to pay a debt 
or replace assets; usually designed to receive equal annual or monthly deposits that will accumulate, 
with compound interest, to a predetermined sum at the end of a stated period of time. 

Site Improvements~ Improvements on and off a site that make it suitable for its intended use or 
development. Onsite improvements include grading, landscaping, paving, and utility hookups; off site 
improvements include streets, curbs, sidewalks, drains, and connecting utility lines. 
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Six Functions of $1. The six related compound interest functions used in the mathematics of finance 
and shown in standard compound interest tables. They are: the amount of $1 (S"), the amount of $1 
per period (S.), the sinking fund factor (l/S,), the present worth of $1 (l/S•), the present worth of $1 
per period (a,), and the partial payment factor (1/a,,). 

Special-Purpose Property. A limited-market property with a unique physical design, special 
construction materials, or a layout that restricts its utility to the use for which it was built; also called 
special-design property. 

Substitution. The appraisal principle that states that when several similar or commensurate 
commodities, goods, or services are available, the one with the lowest price will attract the greatest 
demand and widest distribution. This is the primary principle upon which the cost and sales 
comparison approaches are based. 

Subsurface Rights. (!.)The rights to the use and profits of the underground portion of a designated 
property; usually refers to the right to extract coal, minerals, oil, gas, or other hydrocarbon substances 
as designated in the grant; may include a right-of-way over designated portions of the surface. (2.) 
The right to construct and maintain tunnels, subways, subcellars, pipelines, sewers, etc. 

Supply and Demand. In economic theory, the principle that states that the price of a commodity, 
good, or service varies directly, but not necessarily proportionately, with demand, andinversely, but 
not necessarily proportionately, with supply. In a real estate appraisal context, the principle of supply 
and demand states that the price of real property varies directly, but not necessarily proportionately, 
with demand and inversely, but not necessarily proportionately, with supply. 

Uniform Standards of Professional Appraisal Practice. Current standards of the appraisal 
profession, developed for appraisers and the users ofappraisal services by the Appraisal Standards 
Board of The Appraisal Foundation. The Uniform Standards set forth the procedures to be followed 
in developing an appraisal, analysis, or opinion and the manner in which an appraisal, analysis, or 
opinion is communicated. They are endorsed by the Appraisal Institute and by other professional 
appraisal organizations. 

Value. (I.) The monetary worth of a property, good, or service to buyers and sellers at a given time. 
(2.) The present worth of the future benefits that accrue to real property ownership. See also 
aggregate of retail values (ARV); business value; disposition value; fair value; going-concern value; 
goodwill value; insurance value; investment value; liquidation value; market value; use value; value 
as is, not all of these definitions are found in this limited !is\. They can be found in the Dictionary of 
Real Estate Appraisal. 

Value After the Taking. In condemnation, the market value of the remainder parcel ih a partial 
taking. 

XL 



Value As Is. The value of specific ownership rights to an identified parcel of real estate as of the 
effective date of the appraisal; relates to what physically exists and is legally permissible and excludes 
all assumptions concerning hypothetical market conditions or possible rezoning. See also date of 
value estimate. 

Value Before the Taking. In condemnation, the market value of the whole propeey affected by the 
taking. 

Value in Place. The arnount a prudent purchaser would pay for an item, e.g., equipment, fixtures, 
in place; determined by the use the item contributes to the whole. 

Warranty Deed. A deed that conveys to the grantee title to the property free and clear of all 
encumbrances, except those specifically set forth in the document. 

Weighted Average. An average in which each component is adjusted by a factor that reflects its 
relative importance to the whole; obtained by multiplying each component by its assigned weight, 

adding the products, and dividing the sum of the products by the sum of the weights. weights. 

Yield Capitalization. The capitalization method used to convert future benefits into present value 
by discounting each future benefit at an appropriate yield rate or by developing an overall rate that 

, explicitly reflects the investment's income pattern, value change, and yield rate. 

Yield Rate (Y). A rate of return on capital, usually expressed as a compound annual percentage ~'· 
rate. A yield rate considers all expected property benefits, including the proceeds from sale at the 
termination of the investment. Yield rates include the interest rate, discount rate, internal rate of 
return (IRR), overall yield rate (Y,), and equity yield rate (Y,). 

Zoning. The public regulation of the character and extent of real estate use through police power; 
accomplished by establishing districts or areas with uniform restrictions relating to improvements; 
structural height, area, and bulk; density of population; and other aspects of the use and development 
of private property. 

Zoning Ordinance. A statute enacted by a legislative body, under the police powers of government, 
to regulate and control the use of real estate for the health, morals, safety, and general welfare of the 
public. 

The definitions are from The Dictionary of Real Estate Appraisal, Third Edition. (Appraisal 
Institute.) 

XU 



 



  

 
 
 

United States 
Department of the Interior 

 
 

Appraisal Policy Manual 
 
 
 
 
 
 
 
 

September 20, 2006



 

 

                                                                                    Version 8.0 



United States Department of the Interior 
Appraisal Policy Manual 

 

 
TABLE OF CONTENTS 

 
 
Preamble 
 

i 

 
Chapter 1:  United States Department of the Interior Appraisal Program 

 

 
1 

 
Chapter 2:  Appraisal Program Administration 
        

 
5 

 
Chapter 3:  General Appraisal Issues 
 

 
27

 
Chapter 4:  Issues Unique to Specific Intended Users or Property Types 
 

 
33

 
Addenda  
1. Secretarial Order No. 3240 
2. Secretarial Order No. 3251, as amended    
3. Secretarial Order No. 3258, as amended    
4. Procedural Guide—Forest Resources    
5. Procedural Guide—Water Rights    
6. Procedural Guide—Mineral Properties    
 

 
51 

 
Illustrations 
1. ASD-OCA-SOP-001    
2. Request for Solicitor’s Opinion      
3. Statement-of-Work     
4. Contract Bid Synopsis    
5. Certification of Safeguarding Indian Trust Data  
 

 
75

 

                                                                                    Version 8.0 
 



United States Department of the Interior 
Appraisal Policy Manual 

 

 
 

                                                                                    Version 8.0 
 



United States Department of the Interior 
Appraisal Policy Manual 

 
 

PREAMBLE 
 

The purpose of the United States Department of the Interior (DOI) Appraisal Policy Manual is to 
provide consistent guidance to DOI Appraisers and to ensure that the DOI Secretary’s Land 
Transaction Principles are incorporated into the National Business Center (NBC) – Directorate, 
Appraisal Services (ASD) and the Office of the Special Trustee for American Indians (OST) – 
Office of Appraisal Services (OAS) operating procedures.  The Land Transaction Principles are: 
 

Integrity:  Transactions shall meet the highest ethical standards and comply with all applicable 
laws, rules, regulations, and codes of professional conduct. 
 
Good Faith:  Transactions shall occur in good faith and, except in extraordinary circumstances, 
only with willing parties. 
 
Transparency:  Transactions shall be pursued transparently with appropriate opportunities for 
public participation. 
 
Mission:  Transactions shall be consistent with the promotion of private stewardship. 
 
Innovation:  Transactions shall employ easements, donations, and other alternatives to full fee 
title when appropriate. 
 
Congressional Direction:  The Department shall provide technical assistance and policy 
recommendations to Congress, when requested, and in a manner consistent with these 
principles. 

 
It is essential that DOI Appraisers develop and communicate their analyses, opinions, and 
conclusions to clients and intended users in a manner that is meaningful and not misleading.  To 
assure this, all valuation services provided will be completed in compliance with the Uniform 
Standards of Professional Appraisal Practice (USPAP) and the Uniform Appraisal Standards for 
Federal Land Acquisitions (UASFLA), also known as “The Yellow Book”, where applicable.   
 
Adherence to generally accepted appraisal methodology is paramount to carrying out the mission of  
DOI – NBC – ASD and OST – OAS staffs.  There are many publications that are readily available 
which contain the “Body of Knowledge” requisite to complete appraisal services.  They include, but 
not limited to: 
 

• The Appraisal of Real Estate, 12th Edition, Appraisal Institute, 2001 
• The Appraisal of Rural Real Estate, 2nd Edition, American Society of Farm Managers and Rural 

Appraisers and Appraisal Institute, 2000 
• The Dictionary of Real Estate Appraisal, 4th Edition, Appraisal Institute, 2002 
• Real Estate Valuation in Litigation, 2nd Edition, J. D. Eaton, the Appraisal Institute, 1995 

 
The DOI Appraisal Policy Manual does not make an attempt to put forth the well-established 
valuation methodology, rather it is an attempt to provide guidance for the application of existing 
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methodology to the various valuation assignments that arise from Client Bureaus [e.g., BIA – OST, 
Bureau of Land Management (BLM), Bureau of Reclamation (Reclamation), National Park Service 
(NPS), and U.S. Fish and Wildlife Service (FWS)].  It is a single manual designed to address 
Department- wide and specific issues.  It will serve as a framework for specific issues not directly 
addressed in the standards and methodology that form the foundation of valuation. 
 
Chapters 1, 2, and 3 address the Department’s appraisal program, its administration, and general 
appraisal issues.  Chapter 4 is reserved to address issues that are unique to specific property types, 
intended uses, and intended users (e.g., the Client Bureaus).  Also included in Chapter 4 is a reserved 
section for the Chief Appraiser’s memoranda that will provide and/or clarify issues addressed in 
Chapters 1 through 3 (i.e., clarification of Client; clarification of Third Party (non-Federal) 
Appraisals; appraisal practice versus valuation services, etc.).   
 
The Addenda is divided into two sections.  The first includes Secretarial Orders and Procedural 
Guides; the second includes Illustrations and forms. 
 

                                                                                                                                                                  Version 8.0 
- ii -



United States Department of the Interior 
Appraisal Policy Manual 

 

 

ersion 8.0  
- 1 -

CHAPTER 1 
UNITED STATES DEPARTMENT OF THE INTERIOR APPRAISAL PROGRAM 
 
1.0 Program Description.  
 

1.1 The Office of Appraisal Services (OAS) within the Office of the Special Trustee 
for American Indians (OST) completes appraisals, appraisal reviews, and appraisal 
consulting for a variety of real property interests in support of the Secretary of the 
Interior’s Indian Trust asset management responsibilities.  OAS’s services are 
requested by the Bureau of Indian Affairs (BIA) and various Tribal Governments.  
For purposes of this manual, the reference to the OAS Appraisal Program also refers 
to the tribes performing appraisal functions under P.L. 93-638. 

 
1.2 The Directorate, Appraisal Services (ASD) of the National Business Center 

(NBC)  provides appraisals, appraisal reviews, and appraisal consulting services for 
the following four United States Department of the Interior (DOI) Bureaus: Bureau 
of Land Management (BLM), Bureau of Reclamation (Reclamation), U.S. Fish and 
Wildlife Service (FWS) and National Park Service (NPS).  

 
2.0 Purpose, Objectives.  This manual sets forth the appraisal policies concerning DOI 

appraisal activities.  By the authority of Secretarial Orders No. 3240, 3251 and 3258 (see 
Addenda Items 1 and 2), appraisal policy set forth herein supersedes that contained in DOI 
Bureau manuals and other guidance.   

 
2.1 It is the Department’s policy that all valuation services completed by DOI must 

conform to the current Uniform Standards of Professional Appraisal Practice (USPAP) 
promulgated by the Appraisal Standards Board of The Appraisal Foundation—
updated and published regularly—and the current edition of the Uniform Appraisal 
Standards for Federal Land Acquisitions (UASFLA) promulgated by the Interagency 
Land Acquisition Conference and dated December 20, 2000.   

 
2.2 This manual addresses appraisal program management issues, general appraisal issues 

and appraisal issues specific to certain intended uses and users of DOI appraisal 
services.  The policies are intended to foster consistent interpretation and application 
of the nationally recognized appraisal standards.  

 
3.0 Definitions.  Generally, appraisal terminology and definitions are readily available in the 

references cited in 7.0.  Terms unique to individual intended uses and users, necessary to 
understand this manual, or requiring elaboration are as follows: 

 
3.1 ARRTS.  ARRTS is an acronym for Appraisal Request and Review Tracking System. 

It is a mandatory web-based system through which all non-Individual Indian Trust 
Document (IITD) appraisal requests must be submitted to ASD by the Client 
Bureaus.  The system provides tracking and reporting capabilities for both ASD and 
Bureau users.  This system is the only means of requesting valuation services of 
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ASD.  The web address of the system, as of the date of this manual, is: 
http://ec21.nbc.gov/arrts/index.cfm. 

 
3.2 ITARS.  ITARS is an acronym for the Indian Trust Appraisal Request System.  It is 

a mandatory Intranet based system through which appraisal requests will be 
submitted to OAS by its clients.  The system provides tracking and reporting 
capabilities for both OAS and Client users.  This system will be the only means of 
requesting valuation services of OAS.  As of the date of this Policy Manual ITARS is 
in its developmental stages it will be piloted and implemented through FY 2007.   

 
3.3 Market Value. Although the UASFLA requires a single definition of value, there are 

several definitions that are, or may be, applicable to DOI appraisal assignments 
depending on the intended use of the appraisal.  See “Bureau Specific 
Policies/Guidance” for a complete discussion. See also the comments regarding the 
market value definitions in 5.25 and the USPAP “Definitions” section. 

 
3.3.1 Market Value.  The amount in cash, or on terms reasonably equivalent to 

cash, for which in all probability the property would have sold on the 
effective date of the appraisal, after a reasonable exposure time on the 
open competitive market, from a willing and reasonably knowledgeable 
seller to a willing and reasonably knowledgeable buyer, with neither acting 
under any compulsion to buy or sell, giving due consideration to all 
available economic uses of the property at the time of the appraisal.  [The 
Interagency Land Acquisition Conference, Uniform Appraisal Standards of 
Federal Land Acquisitions, 5th ed. (Chicago: Appraisal Institute, 2000), 13.] 

 
3.3.2 Market Rent for Land Use Authorizations.  The most probable rent 

that property should bring in a competitive and open market reflecting all 
conditions and restrictions of the specified lease agreement including term, 
rental and adjustment and revaluation, permitted uses, use restrictions, and 
expense obligations; the lessee and lessor each acting prudently and 
knowledgeably, and assuming consummation of a lease contract as of a 
specified date and the passing of the leasehold from lessor to lessee under 
conditions whereby:   

 
3.3.2.1 lessee and lessor are typically motivated; 
 
3.3.2.2 both parties are well informed or well advised, and acting in 

what they consider their best interests; 
 
3.3.2.3 a reasonable time is allowed for exposure in the open market; 
 
3.3.2.4 the rent payment is made in terms of cash in United States 

dollars, and is expressed as an amount per time period 
consistent with the payment schedule of the lease contract; 
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3.3.2.5 the rental amount represents the normal consideration for the 
property leased unaffected by the special fees or concessions 
granted by anyone associated with the transaction. [The 
Interagency Land Acquisition Conference, Uniform Appraisal 
Standards of Federal Land Acquisitions, 5th ed. (Chicago: 
Appraisal Institute, 2000)] 

 
3.4 Larger Parcel. 

 
3.4.1 That tract, or those tracts, of land which posses a unity of ownership and 

have the same, or an integrated, highest and best use.  Elements of 
consideration by the Appraiser in making a determination in this regard are 
contiguity, or proximity, as it bears on the highest and best use of the 
property, unity of ownership, and unity of highest and best use. [The 
Interagency Land Acquisition Conference, Uniform Appraisal Standards of 
Federal Land Acquisitions, 5th ed. (Chicago: Appraisal Institute, 2000)] 

 
3.4.2 In condemnation, the tract or tracts of land that are under the beneficial 

control of a single individual or entity and have the same, or an integrated, 
highest and best use.  Elements for consideration by the Appraiser in 
making a determination in this regard are contiguity, or proximity, as it 
bears on the highest and best use of the property, unity of ownership, and 
unity of highest and best use. [The Interagency Land Acquisition 
Conference, Uniform Appraisal Standards of Federal Land Acquisitions, 5th 
ed. (Chicago: Appraisal Institute, 2000)] 

 
3.4.3 In condemnation, the portion of a property that has unity of ownership, 

contiguity, and unity of use, the three conditions that establish the larger 
parcel for the consideration of severance damages in most states.  In 
Federal and some state cases, however, contiguity is sometimes 
subordinated to unitary use.  [The Interagency Land Acquisition 
Conference, Uniform Appraisal Standards of Federal Land Acquisitions, 5th 
ed. (Chicago: Appraisal Institute, 2000)] 

 
3.5 Preliminary Estimate of Value. An appraisal, the intended use of which is to aid in 

assessment of the feasibility of a real property action.  
 

4.0 Scope.  This manual does not repeat appraisal standards found in UASFLA or USPAP, or 
technical procedures found in recognized appraisal texts. (See 7.0)  However, certain items 
from the above may be included for emphasis, clarification or to establish context. 

 
5.0 Policy.  It is the DOI appraisal policy that appraisals and appraisal services are guided by the 

national appraisal standards cited in the Preamble, and by professionally recognized appraisal 
methods and techniques codified in the profession’s texts and reference works. (See 7.0)  
The policies set forth in this manual are the framework within which the OAS and ASD 
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apply these standards, methods, techniques, and the appraisal discipline’s body of knowledge 
to the DOI appraisal needs.  
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CHAPTER 2  
APPRAISAL PROGRAM ADMINISTRATION 
 

5.1 Applicability of National Standards.  It is the policy and intent of the OAS and 
ASD that all valuation services, without exception, will be prepared under USPAP 
and UASFLA (as applicable) as the appraisal standards (see Addenda Item 1, 
Secretarial Order No. 3251, Sections 3b and 4).  

 
5.2 Appraiser Qualifications.  To establish uniformity, the following qualification 

requirements are established.  
 

5.2.1 All Appraisers at the GS-12 grade level and above must hold a “general” 
state appraisal certification consistent with the requirements of the 
Appraiser Qualifications Board of the Appraisal Foundation.  Certification 
is required from one state only and is sufficient for DOI work in any state 
or territory.  

 
5.2.1.1 Unless prepared under the waiver provisions of 5.2.1.2 below, 

all appraisal reports and appraisal review reports prepared 
within the DOI shall be signed or co-signed by a state-certified 
General Appraiser. 
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5.2.1.3 Contract Appraisers considered for OAS and ASD assignments 
must be Certified General Appraisers in the jurisdiction where 
the real property is situated.  

5.2.1.2 A one-year waiver of the certification requirement may be 
requested from the DOI Chief Appraiser.  Waivers will be 
available until January 1, 2007.  Employees request the waiver 
on form ASDF-OCA-QS1 from their supervisor who will 
forward it through the Regional Supervisory Appraiser to the 
DOI Chief Appraiser.  

 

 
5.2.2 DOI Appraisers advancing to or hired at the GS-13 and above grade levels 

must hold a designation issued by a sponsoring organization of the 
Appraisal Foundation.  Employees who reached the GS-13 level prior to 
establishment of this policy are not required to obtain a designation to 
maintain their position. 

 
5.3 Delegation of Authority, OAS. The authority of the DOI Assistant Secretary—

Policy Management and Budget to carry out the real estate appraisal function for the 
Department is delegated to the Director, NBC (Secretarial Order No. 3251).  That 
authority is further delegated to the DOI Chief Appraiser. 

 
A Memorandum of Understanding (“MOU”) between OST and NBC (with an 
original contract date of September 30, 2004) established an annually renewed 
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contract to provide management services that promote independence, accountability, 
and professionalism in the delivery of appraisal services in support of the 
Department’s Trust Reform Program.  ASD appraisal authority is delegated within 
the OAS supervisory structure as follows: 

 
5.3.1 Deputy Chief Appraiser, OAS.  The DOI Chief Appraiser delegates 

unlimited authority to review and approve all real property appraisals to the 
RSAs.  This authority is subject to periodic compliance inspections and 
reviews by the DOI Chief Appraiser or designee, and may be modified in 
writing.  Qualifications for unlimited approval authority include state 
licensure or certification and a professional designation from a sponsor 
organization of The Appraisal Foundation. 

 
5.3.2 Regional Supervisory Appraisers.  The Deputy Chief Appraiser, OAS 

delegates unlimited authority to review and approve all real property 
appraisals to the RSAs.  This authority is subject to periodic compliance 
inspections by the DOI Chief Appraiser or designee, and may be modified 
in writing.  Qualifications for unlimited approval authority include state 
licensure or certification and a professional designation from a Sponsor 
organization of The Appraisal Foundation. 

 
5.3.3 Senior Appraisers.  Regional Supervisory Appraisers may delegate 

authority to review and approve appraisals to staff Appraisers, up to 
$10,000,000, except as set forth below.  Delegations above $2,500,000 must 
be justified by a documented workload analysis reflecting the dominance of 
actions exceeding $2,500,000 and require the written concurrence of the 
Chief Appraiser or assignee.  Qualifications for delegated approval 
authority exceeding $2,500,000 include state certification.  

 
5.3.4 Partial Acquisitions.   In partial acquisition appraisals, the delegated 

approval authority is applicable to each appraisal of the property. “Partial 
Acquisition” includes more than “before” and “after” appraisal; e.g., 
minerals, water rights, partial states in land, etc; i.e., something less than the 
whole. 

 
5.4 Delegation of Authority, ASD.  The authority of the DOI Assistant Secretary—

Policy Management and Budget to carry out the real estate appraisal function for 
FWS, BLM, NPS and RECLAMATION is delegated to the Director, NBC 
(Secretarial Order No. 3251).  That authority is further delegated to the DOI Chief 
Appraiser.  Within ASD, this authority is delegated as follows: 

 
5.4.1 The DOI Chief Appraiser delegates unlimited authority to review and 

approve all real property appraisals to the RSAs.  This authority is subject 
to periodic compliance inspections and reviews by the DOI Chief 
Appraiser or designee, and may be modified in writing.  Qualifications for 
unlimited approval authority include state licensure or certification and a 
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professional designation from a member organization of The Appraisal 
Foundation. 

 
5.4.2 Regional Supervisory Appraisers.  The Deputy Chief Appraiser, ASD 

delegates unlimited authority to review and approve all real property 
appraisals to the RSAs.  This authority is subject to periodic compliance 
inspections by the DOI Chief Appraiser or designee, and may be modified 
in writing.  Qualifications for unlimited approval authority include state 
licensure or certification and a professional designation from a Sponsor 
organization of The Appraisal Foundation. 

  
5.4.3 Staff Appraisers.  Regional Supervisory Appraisers may delegate authority 

to review and approve appraisals to Staff Appraisers, up to $10,000,000, 
except as set forth below.  Delegations above $2,500,000 must be justified 
by a documented workload analysis reflecting the dominance of actions 
exceeding $2,500,000 and require the written concurrence of the DOI 
Chief Appraiser or assignee.  Qualifications for delegated approval 
authority exceeding $2,500,000 include state certification.  

 
5.4.4 Revenue Sharing Appraisals.  Regional Supervisory Appraisers may 

delegate review and approval authority of appraisals prepared solely for the 
FWS Revenue Sharing program (5.38), without limitation. 

 
5.4.5 Partial Acquisitions.   In partial acquisition appraisals, the delegated 

approval authority is applicable to each appraisal of the property.  “Partial 
Acquisition” includes more than “before” and “after” appraisal; e.g., 
minerals, water rights, partial states in land, etc; i.e., something less than the 
whole. 

 
5.5 Appraisal Work Tracking.  
 

5.5.1 OAS will maintain a standardized log of work requests received and 
completed, from which periodic workload reports can be produced. 

 
5.5.2 ASD work progress is tracked through ARRTS.  
 
5.5.3 Individual Appraisers are encouraged to maintain their own work log for 

use in performance evaluations and to document experience for state 
licensing and professional organizations. 

  
5.6 Record Keeping.  All documents and data used to conduct OAS and ASD business 

are Federal records, property of OAS or ASD respectively, and subject to Federal 
records management requirements. (See 6.3)  Note that any record meeting the 
criteria of Indian Fiduciary Trust (IFT) data is subject to the more stringent records 
management and retention requirements.  IFT records shall be filed separately from 
non-IFT records.  ASD and OAS records include the following: 
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5.6.1 Administrative records are those pertaining to personnel, time and 

attendance, non-appraisal procurements, travel, etc.  Administrative 
records management is beyond the scope of the appraisal policy manual. 
Refer to general records schedule and/or consult with the OST Records 
Officer for additional guidance. 

 
5.6.2 Appraisal case files document all substantive action taken in response to a 

Client Bureau request for an appraisal product or service.  Appraisal case 
files include but are not limited to: 

 
5.6.2.1 the appraisal request and related documents (mineral reports, 

timber inventory, other); 
 
5.6.2.2 the statement-of-work if the appraisal is contracted by ASD, 

OAS, or in rare instances through a third party; 
 
5.6.2.3 any instructions to the Appraiser; 
 
5.6.2.4 copies of electronic or written correspondence of substantive 

relevance to the project; 
 
5.6.2.5 relevant notes from any pre-work conferences; 
 
5.6.2.6 contracting documents (See 5.18);  
 
5.6.2.7 an original-signature version of the appraisal and review 

reports;  
 
5.6.2.8 review notes; 
 
5.6.2.9 replaced pages or versions of work sent back to the Appraiser 

during review; 
 
5.6.2.10 the Staff Appraiser’s work file; 
 
5.6.2.11 information or products provided in support of administrative 

appeals; and 
 
5.6.2.12 any testimony provided in relation to the case. 

 
5.6.3 OAS appraisal case files are IFT records and are indefinitely retained by the 

Government.  For information on retiring these records to the 
appropriate Federal Records Center, consult the OST Records 
Officer. 
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5.6.4 ASD appraisal case file records are destroyed 5 years after cutoff, or 2 years 
after final disposition of any judicial proceeding in which the appraiser 
provided testimony related to the assignment, or until no longer needed for 
official ASD business, whichever is longer.  For additional details, 
consult the Office of the Secretary’s (OS) approved records schedule 
9020.  For information on retiring these records to the appropriate 
Federal Records Center, consult the OS Records Officer. 

 
5.6.5 Staff Appraisers’ and Reviewers’ work files are the informal working 

material and information the Appraiser uses in the process of completing 
the appraisal, review, assignment, or other work product.  Work files help 
support the appraisal and include maps, informal notes, photographs, 
sketches, publications, reference works or citations, informal drafts, etc.  
They are part of the appraisal case file and are retained and maintained as 
such. 

 
5.6.6 Employees’ personal records, as defined by the National Archives and 

Records Administration (NARA), will not be interfiled with Federal 
records. 

 
5.6.7 Appraisals submitted to the OAS or ASD for any purpose become the 

property of the OAS or ASD and will be retained as per 5.6.3 and 5.6.4 
respectively.  Once the appraisal is approved and forwarded to the Client 
Bureau, it becomes the Client Bureau’s property and is subject to their 
records retention policy. 

 
5.6.8 At their discretion, ASD Regional Supervisory or Lead Appraisers may 

retain FWS Revenue Sharing appraisals (see 5.38.3)—which include 
historical property information useful in meeting the requirements of the 
unique intended use of these appraisal products—longer than the 
otherwise prescribed minimum disposition period. 

 
5.7 Release of Appraisal Records.  DOI will recognize and comply with the Appraiser 

Confidentiality Rule of USPAP.  As such, in the normal course of business, OAS and 
ASD will provide appraisal work products to the requesting Client Bureaus or 
appropriate Tribal Officials only.  

 
5.7.1 Written requests for appraisal work products from other than the Client 

Bureau shall be treated as Freedom of Information Act (FOIA) requests 
and processed as in 5.7.4. In all likelihood an appraisal report—completed 
by either a Contract or Staff Appraiser—that has not been reviewed and 
accepted or approved by OAS or ASD will be withheld under FOIA 
Exemption 5 as a draft document. 

 
5.7.2 On OAS’ or ASD’s receipt of an oral request for an appraisal product, the 

requestor will be advised to check with the Client Bureau to determine 
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whether a copy has been made available publicly, e.g., placed in its public 
room.  The requestor will also be advised that they may file a request for 
the information with the Office of the Secretary (OS) FOIA office by: 

 
5.7.2.1 electronic message to osfoia@nbc.gov;  
 
5.7.2.2 facsimile to 202-219-2374;  
 
5.7.2.3 mail to OS FOIA office, MS 1413 MIB, Washington, DC 20240.  

 
The requestor will also be advised that the OS FOIA officer will 
acknowledge and respond to their request. Consult the FOIA Contacts 
page of the Department’s FOIA website at doi.gov/foia/ 
contacts.html for the most current contact information for the OS 
FOIA office. 

 
5.7.3 Requests for OAS or ASD records other than appraisal work products 

shall also be treated as a FOIA request.  (See 5.7.4) 
 
5.7.4 FOIA requests submitted to the OAS or ASD for records shall be faxed by 

close of business of the day of receipt to the OS FOIA Officer, with copies 
to the recipient’s (of the request) Supervisor and the Regional Supervisory 
Appraiser.  In no instance shall any office or employee of OAS or ASD 
respond to a FOIA request independently.  The FOIA Officer will (1) 
contact the appropriate component(s) of the OAS or ASD to obtain a copy 
of all responsive records, (2) contact the appropriate party (generally the 
Appraiser creating the records in question) to identify which, if any, 
portions of the responsive documents must be withheld under FOIA 
exemptions, and (3) consult with the Office of the Solicitor (SOL), if 
appropriate, prior to issuing the Department’s response. 

 
5.7.5 Appraisals and information supporting eminent domain or other judicial 

actions will be released only through the Department of Justice trial 
counsel handling the case.  Requests for copies of these documents will be 
faxed to the OS FOIA Officer, as per 5.7.4, along with an explanation of 
the status of the documents in question, and the Department of Justice trial 
counsel contact information to enable the SOL to confer with counsel 
prior to issuing the Department’s response.  

 
5.7.6 Custody of confidential market data or commercial or financial information 

carries a record keeping burden for OAS, ASD, and the Client Bureau 
receiving the work product containing the information.  Custodians of 
confidential information must be able to identify the information 
potentially protected under Exemption 4 of the FOIA.  OAS and ASD 
acceptance and maintenance of such information will be an extremely rare 
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and infrequent circumstance, and will be coordinated with the Regional 
Supervisory Appraiser.  Confidential information is: 

 
5.7.6.1 supplied to the Appraiser in confidence, i.e., the source 

requested that it remain confidential; 
 
5.7.6.2 the release of which may hinder the OAS’s, ASD’s, or the 

contract Appraiser’s ability to obtain similar information in the 
future; 

 
5.7.6.3 that which would not customarily be released to the public by 

the person from whom it was obtained. 
 

5.7.7 Staff Appraisers will not incorporate confidential commercial or financial 
information into appraisal products.  Exceptions will be rare and 
infrequent and will be coordinated with the Lead or Regional Supervisory 
Appraiser.  Such information will be maintained in the Appraiser’s work 
file in a readily identifiable manner. 

 
5.7.8 See 5.18.5 for instructions to Contract Appraisers regarding confidential 

information.  
 

5.7.9 Licensing and Certification jurisdictions and professional appraisal 
organizations administer peer review functions (for designation, 
experience, and/or disciplinary actions) which may require examination of 
files and appraisals completed by DOI Appraisers.  OAS and ASD 
recognize that this is primarily a matter between the Appraiser and his or 
her professional organization and/or licensing and certification jurisdiction.  
OAS and/or ASD will be the official repository of such appraisal reports 
and will assist and cooperate in providing requested reports.  In extreme 
instances the Solicitors’ advice may be appropriate.  

 
5.8 Requesting Solicitors’ Opinions.  
 

5.8.1 If a case-specific legal opinion is necessary to complete an appraisal 
assignment the Appraiser, engaging Appraiser and the Reviewer will 
coordinate the request to the Solicitor with the appropriate Client Bureau 
staff and the Regional Supervisory Appraiser (and the Lead Appraiser, if 
applicable). 

 
5.8.2 To ensure consistency and maximum dissemination of the information, a 

legal opinion that is not case-specific or that may have broad implications 
for appraisal services will be requested through the DOI Chief Appraiser.  
The field office staff requesting the opinion will coordinate with the 
Regional Supervisory Appraiser.  The package will include comprehensive 
background information, the current practices and understanding of the 
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issue, relevant policy citations, the question(s), options, apparent impact on 
programs of the various options, and other explanatory information and 
details.  (See Illustration 2)  

 
5.9 Appraisal Document Format. 
 

5.9.1 Reports supporting Federal acquisitions and exchanges and prepared by 
ASD or OAS staff must be presented in the UASFLA format.  (See 
UASFLA A-1 through A-39 and Appendix B; see also D-17 for project 
report format)  This format is adaptable for most appraisal assignments 
and provides a consistent appearance for DOI appraisal products.  Sales 
documentation must, at minimum, present the information discussed in the 
UASFLA B-4.  Section B-4 is a general outline and additional information 
is often required, especially a thorough summary of the verification 
interviews. (See also pages 422 through 425 of The Appraisal of Real Estate, 
Twelfth Edition, Appraisal Institute, 2001 for additional guidance on sales 
verification and documentation) 

 
5.9.2 Statements-of-work must include a requirement that appraisals prepared 

for acquisition assignments follow the UASFLA format also.  While the 
UASFLA do not apply specifically to non-acquisition cases, the format is 
required. 

 
5.9.3 UASFLA C-6 prescribes minimum requirements for review reports and the 

Reviewer’s certification.  Additionally, Reviewers are reminded to 
incorporate appropriate USPAP language and requirements (USPAP 
Standard 3). 

 
5.10 Third Party Involvement in Appraisal Projects.  DOI Secretarial Order No. 3258 

prescribes DOI policy regarding use of appraisals prepared by third parties (i.e., non-
Federal) in DOI lands actions.  Appraisals prepared for third parties may assist in 
achieving mutually beneficial outcomes for the Department and the third party.  The 
Secretarial Order affirms that the appraisal, the appraisal process, and the Appraiser-
Client relationship are unchanged from that which would have existed had OAS or 
ASD ordered the appraisal without third party involvement.  It also places additional 
requirements on the Client Bureau involved and the OAS or ASD.   

 
5.10.1 Thorough advance coordination between the Client Bureau, the third party 

and the OAS or ASD is critical to obtaining an acceptable appraisal that 
serves DOI’s purpose.  The option and decision to use a third party must 
be coordinated well in advance between the Client Bureau staff associated 
with the action, the third party and the OAS or ASD Lead or Regional 
Supervisory Appraiser.  See 5.11.8 for guidance handling appraisals 
prepared by third parties without OAS or ASD advance coordination. 
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5.10.2 Upon receipt of an ARRTS or ITARS request to coordinate and consult on 
a third party appraisal as described above, the OAS or ASD COR shall: 

 
5.10.2.1 Prepare (or coordinate preparation of) a statement-of-work. 

(See 5.18)   
 
5.10.2.2 The statement-of-work shall identify the OAS or ASD as the 

Client and an intended user of the appraisal, and shall specify 
that all work products shall be transmitted to the Client only.  
Other intended users, including the non-Federal party, may be 
designated as intended users through consultation between the 
OAS or ASD, the non-Federal party, and the Appraiser. 

 
5.10.2.3 Statements-of-work may be coordinated with the third party 

but ultimate responsibility for the document remains with OAS 
or ASD. 

 
5.10.2.4 The selection of an Appraiser(s) shall be made cooperatively by 

the appropriate OAS or ASD employee and the designee of the 
non-Federal party; such selection is to be made from a 
grouping of “assignment qualified” Appraisers as determined 
by ASD. 

 
5.10.2.4.1 An “assignment qualified” Appraiser must 

demonstrate to the OAS or ASD that she/he is 
competent geographically and by property type 
and has completed training in application of the 
current edition of UASFLA by providing OAS 
or ASD with a copy of a duly authorized 
certification of completion issued by the Course 
Provider (this requirement also applies to non-
Federal party staff Appraisers, if any). 

 
5.10.2.5 A pre-appraisal meeting between the Appraiser of record, OAS 

or ASD, the Client Bureau Representative, and the non-Federal 
party will be scheduled to occur between the selection of the 
Appraiser and the commencement of work on the assignment 
by the Appraiser, unless the pre-appraisal conference is waived 
in writing by the assigned OAS or ASD Review and/or 
Regional Supervisory Appraiser in coordination with the Client 
Bureau Representative. 

 
5.10.3 Upon OAS’ or ASD’s receipt of an appraisal completed by or for a third 

party per the requirements described above, OAS or ASD will review the 
appraisal report for compliance in accordance with OAS or ASD policy 
and for compliance with the statement-of-work and applicable appraisal 
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standards, and shall communicate with the Appraiser should any 
deficiencies be detected.  OAS or ASD will endeavor to work with the 
Appraiser, in the event material deficiencies are identified, in order to 
secure a fully acceptable report. 

 
5.10.4 Upon completion of the review, and the determination that the report 

meets OAS or ASD requirements and generally accepted appraisal 
standards, the Client Bureau shall be provided with a copy of the accepted 
appraisal report and attached review. 

 
5.10.5 The final value opinion shall not be utilized by the Client Bureau use until 

the appraisal report has been approved by an OAS or ASD Review 
Appraiser. 

 
5.10.6 Upon the approval of the appraisal report, the non-Federal party shall 

remit payment(s) in accordance with their agreement with the Appraiser or 
the statement-of-work. 

 
5.10.7 In extenuating circumstances, a Client Bureau may wish to have OAS or 

ASD review a report prepared for a third party that has not been 
coordinated through OAS or ASD in advance in accordance with the steps 
set forth in 5.10.7.1 through 5.10.7.4 herein.  In such circumstances, the 
Client Bureau shall submit a request for an “Appraisal Review Only”.  OAS 
and ASD may accept and complete such work if: 

 
5.10.7.1 The request includes an explanation of the circumstances that 

caused the breach of normal protocol to occur. 
 
5.10.7.2 The request includes a written determination from an 

authorized Senior Bureau or Departmental Manager (SES level) 
that the land action associated with the request comports with 
the Bureau missions, priorities, and plans. 

 
5.10.7.3 The request includes a letter of authorization/ recognition 

signed by the Client and the Appraiser who prepared the report 
in which the Appraiser agrees to cooperate with OAS or ASD 
in the review process. 

 
5.10.7.4 OAS or ASD shall advise all parties that acceptance of an 

appraisal for “Appraisal Review Only” shall not create an 
expectation that such appraisal will be approved. 

 
5.11 Multiple Appraisals or Reviews of the Same Property.  The decision to 

commission two or more simultaneous appraisals of the same real property interest, 
for the same Client and intended use, is an atypical circumstance requiring written 
concurrence from the Lead or Regional Supervisory Appraiser.  Similarly, multiple 
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reviews of the same report is a sensitive matter requiring concurrence of the 
Regional Supervisory Appraiser. 

 
5.11.1 Multiple appraisal reports may be warranted when the Client Bureau 

requests such service or the Lead and Regional Supervisory Appraiser 
deem the extreme nature of the assignment (e.g., high value, high profile, 
probable controversy, complexity, precedence, etc.) to warrant additional 
support.  

 
5.11.2 Where more than one appraisal is obtained for the same property, the same 

review Appraiser should review both reports and provide the Client Bureau 
with the opinion of value deemed most credible.  

 
5.12 Use of Appraisal Waivers.  Appraisal waivers, authorized by regulation at 49 CFR 

24.102, are a Client Bureau administrative determination as opposed to an appraisal 
standards-compliant work product and as such, are not authorized OAS or ASD 
work products. 

 
5.13 Receiving and Validating Appraisal Requests.  An appraisal request is a work 

order that DOI Appraisers must ensure the requests are properly authorized, convey 
an accurate description of all aspects of the assignment, and are complete. 

 
5.13.1 OAS tribes with P.L. 93-698 agreements receive requests from the BIA or 

Tribal Government via the standardized “Request for Real Estate 
Appraisal Services.”  Requests are received only by the OAS Regional 
Appraiser, who shall track the request in the work log.  Requests received 
elsewhere shall be forwarded immediately to the Regional Appraiser.  OAS 
Regional Appraisers must ensure that the requests are appropriately 
authorized by the requesting Bureau and promptly address any perceived 
discrepancies with the requester. 

 
5.13.2 ASD receives requests for services from the four Client Bureaus through 

ARRTS.  Given the internal controls afforded Client Bureaus within 
ARRTS, ASD considers such requests fully authorized. 

 
5.13.3 OAS and ASD Appraisers must review appraisal requests and supporting 

material for adequacy.  Incomplete or inadequate requests shall be 
addressed promptly with the requesting Client Bureau and, if necessary, 
returned for correction or placed in “hold” status in ARRTS.  See 5.13.4 
for precautions when placing requests in such status. 

 
5.13.4 As a fundamental customer service component of OAS and ASD, Client 

Bureaus may justly assume that their work is being completed with all due 
diligence.  When OAS or ASD requires additional information from the 
Client to begin or continue action on an appraisal request, the request for 
the information to the Client shall be documented.  When OAS or ASD 
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action on a request is delayed or suspended pending receipt of such 
information, it is the responsibility of every OAS or ASD staff person 
involved to take affirmative, positive action to ensure that the 
requester understands the work is suspended pending the Client 
Bureau’s action.  Such notification shall be documented.  Within ASD, 
ARRTS facilitates and tracks this process.  However, ARRTS is not 
primarily a communication tool; personal communication with appropriate 
Client Bureau staff is a mandatory basic customer service requirement. 

 
5.13.5 The request must convey an accurate description of all aspects of the 

assignment, especially property rights and interests to be valued.  
Commodity-affected (timber, water or mineral) property interests warrant 
special care and often additional reports and expertise.  Requests for 
appraisals intended for use in BLM land exchanges also warrant special 
considerations, especially the affect on the appraisal process of conditions 
agreed to in the Agreement to Initiate (ATI). (See 5.33.1) 

 
5.13.6 Real estate terminology, documents, practices and customs vary widely 

among Client Bureaus and individual specialists staff members.  
Accordingly, OAS and ASD Appraisers must ensure a mutual 
understanding of all terminology and concepts used in the requests.  For 
example: BLM commonly requests appraisals of land to be sold “subject to 
valid existing rights.”  BLM staff have long understood the phrase “subject 
to” to mean that all realty and personalty (leases, etc.) will transfer to the 
buyer via a patent or deed, while the private sector’s interpretation  of 
“subject to” is that only the realty is transferred.  In the private sector, 
intangibles remain with the seller unless so stipulated in an agreement 
(purchase contract, escrow instructions, bill-of-sale, etc.) between the buyer 
and the seller.  Obviously, the two interpretations carry significantly 
different value implications. 

 
5.13.7 The engaging Appraiser must clarify exactly what property rights and 

interests are intended to be retained, acquired or transferred in the action. 
 
5.13.8 Appraisers should be alert for any other requirements or requests the 

Client Bureau may have of the appraisal process.  One example is the 
NPS’s need to isolate the contributory value of improvements for certain 
accounting or use and occupancy reservation calculations (5.36); another is 
a Client’s need to know the salvage value of improvements. 

 
5.14 Appraisals Completed With Conditional Property Information.  Given the costs 

of surveys, quiet-title actions, and uncertainty of negotiations, OAS and ASD will 
accept appraisal assignments with conditional property information.  Section 5.13 
above does not require an official Government survey as a condition of an 
acceptable appraisal assignment, nor does it mandate that title be perfected to 
Department of Justice standards.  The property description must be sufficient for the 
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Appraiser to distinguish the property from all others; and to identify the property, 
the value-relevant property characteristics and property boundaries in the field.  This 
may include flagging or markers on the property; aerial imagery, topographic or other 
maps, Geographic Information System (GIS)/Global Positioning System (GPS)-
aided products or descriptions; detailed narrative descriptions of borders and 
corners, or a combination of such.  [See USPAP SR 1-2(e)] 

 
5.14.1 Appraisals of properties with conditional boundary, title, size or property 

interest information may proceed, usually under an extraordinary 
assumption (where uncertain information is assumed as fact) or on rare 
occasion under a hypothetical condition (where conditions known to be 
contrary to fact are assumed for the analysis); however, all parties must 
understand and concur with these conditions in advance of report 
completion.  Documented concurrence from the Client Bureau is 
recommended. 

 
5.14.2 The Contracting Officer’s Representative (COR), Reviewer and Appraiser 

must remain cognizant of the limitations imposed by USPAP SR 1-2(g) and 
(h), and UASFLA D-7, regarding use of extraordinary assumptions and 
hypothetical conditions.  Requests with information so deficient so as to 
raise concerns regarding the credibility of the resulting appraisal shall be 
discussed with the requesting Client and, if necessary, the Lead or Regional 
Supervisory Appraiser, for resolution. 

 
5.14.3 The appraisal report must thoroughly document the circumstances 

surrounding the uncertainty regarding the property and the necessity and 
reasonable basis for use of the extraordinary assumption or hypothetical 
condition.  

 
5.14.4 An appraisal and/or appraisal review prepared with a conditional property 

description or with title conditions as described in 5.14.1 are insufficient 
support for final action on a DOI land transaction.  The Appraiser and 
reviewer shall take appropriate measures to alert the Client and intended 
users of the conditional nature of the value opinion resulting from use of 
the hypothetical condition or extraordinary assumption.  

 
5.15 Selecting Appraisers.  Matching appraisal assignments with Appraisers’ skills and 

abilities is critical to a successful project outcome.  DOI will not maintain an 
evaluation record of Contract Appraisers; however, under the terms of certain 
contracts, past performance is a consideration in awarding a contract, and the 
contracting officer may maintain assessments of contract Appraisers’ performance.  
Reviewers and engaging Appraisers should not hesitate to interview other Appraisers 
or appraisal users who might have knowledge of a potential Contract Appraiser’s 
qualifications.  The type of property involved, the skill and experience necessary to 
appraise such properties, the Appraiser’s past work and the Appraiser’s ability to 
deliver the product timely should be considered. 
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5.16 Pre-Appraisal Conferences.  Pre-appraisal conferences provide the Appraiser, the 

Client Bureau, OAS or ASD staff, and other involved parties the opportunity to 
share information relevant to the appraisal project, promote a consistent 
understanding of important issues and to answer the Appraiser’s questions.  The pre-
appraisal conference: 

 
5.16.1 introduces the Appraiser to all parties to the appraisal assignment; 
 
5.16.2 establishes the parties’ interests in and relationship to the assignment; 
 
5.16.3 facilitates development of a clear and uniform understanding of the 

appraisal problem; 
 
5.16.4 reinforces an understanding of the assignment’s statement of 

work/appraisal instructions and what is expected in the final product from 
the Appraiser; 

 
5.16.5 affords all parties an opportunity to clarify or elaborate on pertinent issues 

and to present documents (i.e., title information, encumbrance 
identification, authorization to enter, market history of the property, etc.); 

 
5.16.6 establishes a presumption of mutual understanding and agreement between 

all parties. 
 

Pre-appraisal conferences are not mandatory unless otherwise specified, but are 
encouraged.  The COR should determine the need for one based on the nature of 
the assignment.  Usually the COR organizes and directs pre-appraisal conferences.  
Conferences will vary in character, length and need depending on the assignment, 
and may be held in conjunction with the property inspection.  In-person meetings 
are indicated when the appraisal project involves: 

 
5.16.7 multiple intended users; 
 
5.16.8 complex appraisal problems (e.g., multiple properties, complex larger 

parcel issues, environmental contamination, etc.); 
 
5.16.9 potential commodity influence (e.g., mineral, timber or water rights); 
 
5.16.10 unusually high-value properties; 
 
5.16.11 sensitive assignments (e.g., high political or public interest; likely 

controversy, litigation);  
 

5.16.12 an Appraiser who has not previously performed an appraisal for the DOI 
Appraisers involved.  

                                                                           V        



United States Department of the Interior 
Appraisal Policy Manual 

 

 

ersion 8.0  
- 19 -

 
5.16.13 If the COR determines a pre-work conference is required for a contracted 

appraisal, the requirement must be clearly noted in the request for quotes. 
 

5.17 Contracting, Statements-of-Work (SOW).  Statements-of-work have five primary 
components: a) problem identification; b) assignment qualifications; c) supplemental 
standards; d) general requirements; and e) instructions to the Appraiser.  (See 
Illustration 3)  

 
5.17.1 Problem Identification.  Each statement of work must identify the:  
 

5.17.1.1 Client; 
 
5.17.1.2 the protocol between all parties for sharing and distribution of 

appraisal information and products—usually through the 
engaging Appraiser only;  

 
5.17.1.3 intended users (OAS or ASD and the Client Bureau) and 

possibly others such as land owners or facilitators);  
 
5.17.1.4 intended use of the Appraiser’s opinions and conclusions (e.g., 

acquisition; disposition by sale, rental or other means; 
exchange); 

 
5.17.1.5 type and definition of value (3.5, 5.26); 
 
5.17.1.6 effective date of value (i.e., the date of last inspection, date of 

taking, date of use and occupancy, date of the lease or permit); 
 
5.17.1.7 subject of the assignment and the relevant characteristics, 

including, as applicable:  
 

5.17.1.7.1 property description (e.g., legal description, plat 
map, survey map, other); 

 
5.17.1.7.2 the property interest to be appraised, e.g., fee 

simple estate, leased-fee estate, leasehold estate, 
water rights, mineral rights, timber, 
encumbrances, reservations, excepted third 
party interests, appurtenances, etc.; 

 
5.17.1.7.3 identification and intended disposition of any 

improvements or equipment; 
 

5.17.1.7.4 property address or directions to the property;  
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5.17.1.7.5 physical condition of the access (i.e., improved 
or unimproved, vehicular, foot trail);  

 
5.17.1.7.6 owner’s full legal name and contact information 

for all corresponding real property rights to be 
appraised; 

 
5.17.1.7.7 permission to enter and appraise the property 

with reference to or a copy of the permission 
document (if non-Federal property); 

 
5.17.1.7.8 any controversies or issues the Appraiser may 

encounter or of which he or she should be 
aware (public, private, political); 

 
5.17.1.7.9 if non-Federal property, any outstanding rights 

not of record of which the property owner has 
record (e.g. water rights, mineral or timber 
leases, offers, sale contracts, appurtenant rights, 
etc.); 

 
5.17.1.7.10 if Federal land associated with grazing permits 

or leases, the intended disposition of such 
authorizations (See 5.34.5); 

 
5.17.1.7.11 documents and reports to be provided to the 

Appraiser such as topographic maps, parcel or 
survey plats or other maps, environmental 
report, wetlands report, mineral report or other 
mineral information, feasibility study, 
archaeological information, title evidence and 
copies of originating documents for known 
encumbrances, exceptions to title, reservations, 
leases, etc.  

 
5.17.2 Assignment Qualifications.  Each SOW will specify what, if any, 

Extraordinary Assumptions, Hypothetical Conditions, Legal Instructions 
and Jurisdictional Exceptions are authorized for the assignment. 

 
5.17.2.1 Extraordinary Assumptions and Hypothetical Conditions.  

Statements-of-work will specify that the Appraiser can assume 
or invoke no extraordinary assumptions or hypothetical 
conditions without documented approval from the COR.  The 
COR will ensure that any authorized extraordinary assumption 
or hypothetical condition intended for the appraisal is 
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coordinated in advance with all concerned; and will document 
Client Bureau concurrence. 

 
5.17.2.2 Jurisdictional Exception Rule.  To invoke the USPAP 

Jurisdictional Exception Rule to void a part or parts of USPAP, 
the COR must specify in the statement-of-work the applicable 
Federal policy, rule, or regulation which requires the exception 
and the specific USPAP standard it negates. 

 
5.17.3 Supplemental Standards.  The statement-of-work must reference any 

applicable supplemental standards.  As an example, UASFLA are 
supplemental standards to USPAP for Federal acquisition appraisal 
assignments.  

 
5.17.4 General Requirements.  General requirements are standard clauses 

applicable for nearly all assignments.  Because statements-of-work are 
usually used in soliciting bids, provisions serving that process are usually 
included also.  Each statement-of-work should address the following: 

 
5.17.4.1 the effective date of the appraisal shall not precede the date of 

the report by more than 30 days without obtaining permission 
in advance of report delivery from the COR.  This may require 
the appraiser to re-inspect the subject property if the last date 
of inspection is the basis for the effective date of appraisal; 

 
5.17.4.2 whether the fee quote submitted is an all-inclusive fee (usually) 

or whether other arrangements are intended; 
 

5.17.4.3 who will pay the fee—OAS, ASD, or a third party; 
 

5.17.4.4 delivery method and address for the invoice; 
 

5.17.4.5 the scope-of-work required; 
 

5.17.4.6 the number, format and delivery method of the reports (e.g., 
provide one signed complete report for review and upon review 
and/or acceptance, deliver four original reports and one 
electronic version of the report); 

 
5.17.4.7 that the UASFLA reporting format (UASFLA A-1-39, 

summarized in Appendix B) is required (see also D-17 for 
project report format); 

 
5.17.4.8 the due date, and late penalties, if any; 
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5.17.4.9 whether the Appraiser must attend a pre-appraisal or joint-
inspection meeting, and if so, the necessary details; 

 
5.17.4.10 if the intended use of the appraisal is for Federal acquisition, 

the Appraiser must document their offer to the property owner 
or the owner’s designated representative of an opportunity to 
accompany the Appraiser during the property inspection; 

 
5.17.4.11 property inspection requirements; 

 
5.17.4.12 intended dissemination of the report, e.g., only under the 

Freedom of Information Act procedures (see 5.7.4), planned 
public release, routine delivery to all principles to the action, 
other; 

 
5.17.4.13 the COR or other representative contact information; 

 
5.17.4.14 notice that there is a minimum 30-day period for report 

review(s) and acceptance; 
 

5.17.4.15 notice that usually upon review, clarification or correction may 
be required; 

 
5.17.4.16 if other than the COR, those to whom the Appraiser may 

release information or work products; 
 

5.17.4.17 that the statement-of-work and employment contract (purchase 
or task order) must be included in the addendum of the 
assignment report. 

 
5.17.5 Confidential Information.  All statements-of-work for appraisal product 

contracts shall incorporate the following clause:   
 

“The [Office of Appraisal Services] [Directorate, 
Appraisal Services] will not normally accept custody of 
confidential information.  Should the Appraiser find it 
necessary to rely on confidential information, he or she 
will contact the COR for instructions.  The COR will 
arrange for the reviewer to view the information and 
provide further instruction to the Appraiser regarding 
handling and storage of the confidential information.” 

 
5.17.6 Instructions to the Appraiser.  The COR may use this section to 

emphasize any special concerns.  Examples include, but are not limited to, 
stressing particular issues regarding the highest and best use analysis, the 
appraisal approach deemed critical, quantitative versus qualitative 
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adjustments, appraisal issues unique to certain geographical areas or 
markets, or concerns raised by the COR’s experience with the Appraiser.  
The COR must be careful that these instructions do not inappropriately 
limit the assignment or direct the Appraiser. 

  
5.18 Contracting, Mandatory Documentation.  The following documents are required 

with contracting assignments:  
 

5.18.1 The appraisal request (ARRTS or other); 
 
5.18.2 Statement-of-work (see 5.17); 

 
5.18.3 Cost and accounting information; 

 
5.18.4 If applicable, a statement requesting and justifying a sole-source contract 

(i.e., why the contract should be awarded to a specific contractor without 
competitive bidding from several contractors); 

 
5.18.5 Copies of request-for-quotes if the COR solicited quotes for the action; 

 
5.18.6 Copies of the quotes received from vendors;  

 
5.18.7 A brief synopsis comparing the bids, and the COR’s recommendation for 

award. (See Illustration 4) 
 

5.19 Grants-in-Aid Reviews. 
 

5.19.1 ASD is asked from time to time to assist its Client Bureaus with quality 
control of appraisals used in support grant-in-aid requests.  This is typically 
done for high-value or complex assignments.  Such reports are always 
ordered by non-Federal parties, usually either state or local Governments, 
NGO’s, or local land Trusts.  As is the case with Third Party appraisals 
requests, to be effective, ASD must be involved early in the Grants-in-Aid 
process.      

 
5.19.2 The grant recipient, or non-Federal party, should consult with the 

appropriate grants office to determine whether or not it is likely the project 
would be referred to ASD for review.   If the answer is affirmative, the 
grants office should prepare an ARRTS request for “Appraisal and 
Review” prior to selection of an Appraiser for the project. 

 
5.19.3 Upon receipt of the ARRTS request ASD shall: 

 
5.19.3.1 Prepare (or coordinate preparation of) a statement-of-work 

(5.17).  
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5.19.3.1.1 The statement-of-work shall identify ASD as 
the reviewer, and shall specify that all work 
products shall be transmitted to the reviewer. 

 
5.19.3.1.2 Statements-of-work should be coordinated with 

ASD in order to ensure that all appraisals are 
completed in compliance with the appropriate 
standards. 

 
5.19.3.2 The selection of an Appraiser(s) shall be made cooperatively by 

the appropriate ASD employee and the designee of the non-
Federal party. Such selection is to be made from a grouping of 
“assignment qualified” Appraisers as determined by ASD. 

 
5.19.3.2.1 As well as being competent geographically and 

by property type, an “assignment qualified” 
Appraiser must demonstrate to ASD that 
she/he has completed training in application of 
the current edition of UASFLA by providing 
the OAS or ASD with a copy of a duly 
authorized certification of completion issued by 
the Course Provider (this requirement also 
applies to Staff Appraisers). 

 
5.19.3.3 A pre-appraisal meeting between the Appraiser, ASD, the 

Client Bureau Grants Specialist, and the non-Federal party will 
be scheduled to occur after the selection of the Appraiser and 
before the commencement of work on the assignment by the 
Appraiser, unless the pre-appraisal conference is waived in 
writing by the assigned ASD COR. 

 
5.19.3.4 The Appraiser shall submit a completed appraisal report which 

is prepared in accordance with the appropriate standards as 
defined in the statement-of-work, to ASD for review. 

 
5.19.3.5 Upon ASD’s receipt of an appraisal engaged by the grant 

recipient per the requirements described above, ASD will 
review the appraisal report in accordance with ASD policy and 
for compliance with the statement-of-work and applicable 
standards, and shall communicate with the Appraiser should 
any deficiencies be detected.  ASD will endeavor to work with 
the Appraiser, in the event deficiencies are noted, in order to 
secure a fully acceptable report. 
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5.19.4 Upon completion of review, and the determination that the report meets 
ASD requirements and generally accepted appraisal standards reports will 
be circulated in accordance with Section 5.10.2. 

 
5.19.5 The final value opinion shall not be accepted for grants compliance until 

the appraisal report has been approved for its intended use by an ASD 
qualified Review Appraiser. 

 
5.19.6 In extenuating circumstances, a Client Bureau may wish to have ASD 

review a report prepared for a grant recipient that has not been coordinated 
with ASD in advance in accordance with the steps set forth in 5.19.1 
through 5.19.5 above. In such circumstances, the Client Bureau’s grants 
office shall submit a request for an “Appraisal Review Only”.   

 
5.19.6.1 The submitter must provide an explanation of the 

circumstances that caused the breach of normal protocol to 
occur. 

 
5.19.6.2 The request must include a written determination from an 

authorized Senior Bureau or Departmental Manager (SES level) 
that the land action associated with the request comports with 
the Bureau missions, priorities and plans.  

 
5.19.6.3 The request includes a letter of authorization/recognition 

signed by the Client Bureau and the Appraiser who prepared 
the report in which the Appraiser agrees to cooperate with 
ASD in the review process. 

 
5.19.6.4 ASD should advise all parties that acceptance of an appraisal 

for “review only” should not create an expectation that such 
appraisal will be approved. 

 
5.20 Concessions Appraisal.  

 
Reserved.  
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CHAPTER 3 
GENERAL APPRAISAL ISSUES 
 

5.21 Full Disclosure of Market History.  Prior sales of the property are usually 
compelling evidence of the property’s market value, thus both USPAP (SR 1-5) and 
UASFLA (Section A-13e-f) calls for disclosure of the subject property’s market 
history.  Under the Secretary’s Land Transaction Principles, it is DOI’s presumption 
that voluntary Government land actions are conducted in a full-disclosure 
environment and that all parties to the action will share appropriate information.  
However, there is no authority that compels private parties to the transaction to 
divulge all pertinent information.  Two options are available if the information is not 
forthcoming: 

 
5.21.1 The Appraiser should offer the parties confidentiality to the extent 

possible.  Market history information may be held in confidence between 
the Appraiser and reviewer, and only referenced in the report or redacted 
from it. 

 
5.21.2 The Appraiser and reviewer shall alert intended users that pertinent 

information of potential significance to the value opinion is not available or 
has been withheld, and shall conspicuously disclose the fact in the appraisal 
and review report. 

 
5.22 Use of Sales to Governmental Entities.  UASFLA D-9 addresses the use of sales 

to Governmental entities as comparable sales.  While current policy is clearly stated 
in UASFLA, emphasis is warranted.  Sales to Governmental entities are not 
preferred market indicators resulting from self-interested “haggling of the 
marketplace,” however they are market activity and as such, often bear on market 
participants’ perceptions, expectations and actions.  It would be inappropriate to 
categorically disregard them, or any market indicators, especially where market 
activity is scarce.  (See UASFLA B-2, footnote 111, page 31)  In the initial analysis, 
Government sales should be considered with all market indicators.  UASFLA 
provides the procedures and precautions to be observed when analyzing them for 
indications of market value. 

 
5.22.1 If sufficient typically motivated private transactions exist, the analysis 

should note but not emphasize the Government sales. 
 
5.22.2 If the Government sales are clearly on par with the other indicators the 

implication can be drawn that they are valid indicators.  The Appraiser 
should use these transactions if they contribute to the analysis, but must 
weigh them against private market evidence. 

 
5.22.3 The most challenging scenario is when so few private transactions exist 

that the Government sales set the market, or constitute the preponderance 
of the available data.  In these situations the market participants, and the 
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Appraiser, have no where else to look for indicators of value, and no 
readily apparent means to test the Government sales against private 
transactions.  The in-depth treatment outlined in UASFLA D-9 guides the 
Appraiser in analyzing the sale(s) and determining the appropriate weight 
to attribute to the evidence. 

 
5.23 Review Language.  It is important that reviewers’ conclusions be stated in a 

manner consistent with the separation of authorities between the Client Bureaus and 
the appraisal entities.  While perhaps once viewed as an overly fine distinction, OAS’ 
or ASD’s approval of an appraisal report for the intended use is not to be confused 
with a Client Bureau’s acceptance and use of the appraisal products in determining 
the price used in a land action.  These are two distinct actions under clearly separate 
authorities.  As the complexity and values of DOI land actions increase, thorough 
understanding of respective roles and responsibilities is important.  A Review 
Appraiser’s options and review language are as follows:  

 
5.23.1 Accept the appraisal report (versus the value) and approve it for the 

intended use.  Suggested review conclusion:  “Based on the applicable 
scope-of-work, it is the reviewer’s opinion that the appraisal report is 
acceptable for the identified intended use and is approved for use by the 
[Client Bureau Name].”  

 
5.23.2 Accept for payment only when the appraisal meets applicable standards 

and contract specifications but is not approved for the Client Bureau’s use.  
Suggested review conclusion:  “Based on the applicable scope-of-work, it is 
the Reviewer’s opinion that the appraisal report fulfills the Appraiser’s 
obligation under the terms of [contract] [work order] [purchase order] [etc.] 
number [#####].” 

 
5.23.3 Reject the appraisal report and disapprove the report for its intended use.  

Suggested review conclusion: “Based on the applicable scope-of-work, it is 
the reviewer’s opinion that the appraisal report is not acceptable for the 
identified intended use and is not approved for use by the [Bureau Name].”  
If not clearly and conspicuously noted elsewhere in the review report, the 
reviewer will present a thorough explanation regarding the quality of the 
appraisal report, including major deficiencies, preferably with citations of 
USPAP or UASFLA deficiencies.  

 
5.23.4 Reject the appraisal and develop an independent opinion of value 

consistent with the appraisal request and intended use of the appraisal.  
This is a rare and infrequent event and should be coordinated closely with 
the Lead or Regional Supervisory Appraiser.  Reviewers should re-examine 
USPAP Standard 3, USPAP Advisory Opinion-20, and UASFLA Section C 
when faced with circumstances warranting a reviewer’s separate opinion of 
value.  The reviewer’s opinion of value is the development and reporting of 
a value—an appraisal—and as such requires a review by the Lead or 
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Regional Supervisory Appraiser.  The conclusions should be reported so as 
to clearly distinguish the respective roles and findings of 1) the initial 
Reviewer, 2) the Reviewer as Appraiser, and 3) the secondary Reviewer.  

 
5.24 Administrative Validity Period for Appraisals.  If a Client Bureau requests 

assistance in determining an administrative validity period for an appraisal, a written 
consultation should be requested through ARRTS/ITARS with a notation that a 
prior appraisal has been completed.  OAS/ASD will then contact the appraiser of 
record to determine what, if any, changes in market conditions and the subject 
property have taken place since the effective date of value.  The information will be 
provided to the Client Bureau. 

 
 The Client Bureau can then determine whether or not the appraisal is still 

administratively valid.  If the Client Bureau determines that the appraisal is no longer 
valid, then a new request for appraisal and appraisal review services should be 
submitted using ARRTS/ITARS. 

 
 If it is determined that the property valued in the prior appraisal has changed, either 

in size, configuration, or rights where at to ownership, a new appraisal of the 
property may be recommended. 

 
5.24.1 As a practical matter, OAS or ASD Appraisers may advise the Client that 

most appraisals report market conditions and trends, information which 
may help the Client determine an acceptable administrative validity period. 

 
5.24.2 Upon request, OAS or ASD may advise Client Bureaus regarding changes 

in the market.  This service may range from informal discussions of known 
market characteristics or events, to completion of a new appraisal.  (See 
USPAP Advisory Opinion-3) 

 
5.25 Appropriate Market Value Definitions. 
 

5.25.1 Acquisitions.  Appraisals of real property interests, the intended use of 
which is Federal acquisition of the property interests, are done under the 
UASFLA definition (3.3.1). 

 
5.25.2 BLM Land Exchanges.  Regulations at 43 CFR 2200.0-5(n) prescribe a 

market value definition slightly different from that presented in the 
UASFLA; however for all practical purposes the definitions are treated as 
though synonymous. 

 
5.25.3 Sales of Federally-owned Real Property Interests.  Absent specific legal 

authority prescribing a different definition the UASFLA definition is 
appropriate; however the attendant unit rule provisions are not required.  
Bureaus are free to establish the tracts, parcels and configurations they wish 
appraised according to their management prerogatives.  ASD Appraisers 
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may be asked to consult on such determinations, and should not hesitate to 
alert the Client if the requested configuration departs significantly from 
market norms or is at odds with prudent business concepts.  Ultimately 
however, the configuration of property offered for sale is the Client 
Bureau’s management responsibility. 

 
5.25.4 Land use authorizations for a period of time (i.e., outgrants).  The Client 

Bureaus use various documents, instruments and conveyances to authorize 
use and occupancy of Federal property for a period of time.  The engaging 
Appraiser must examine the authorizing document closely to determine the 
nature of the authorization.  Legal counsel may be necessary.  If the nature 
of the authorization is that of a lease (e.g., use and occupancy for a fixed 
term in exchange for payment of rent), the definition of market rent (3.3.2) 
is suitable. 

 
5.26 Value Reporting.  When the scope-of-work requires reporting a value opinion(s) 

for appropriately described specific real property or properties (as opposed to a 
schedule of rates or prices for a class of uses) OAS and ASD render opinions of 
value as a lump sum total for each property.  Reporting a unit value to be applied by 
the intended user to a yet-to-be adequately defined property may be contrary to 
applicable standards [USPAP SR 1.2(e), 2.2(a) (iii); UASFLA A-11, A-13, A-22].  (See 
5.13)   

 
5.27 Unit Rule and Larger Parcel.  The larger parcel must be addressed in all 

acquisition and exchange appraisal assignments (UASFLA A-14, B-11).  A larger 
parcel analysis may be helpful and prudent in non-acquisition appraisals but is not 
required by applicable standards.  The analysis is made in conjunction with the 
highest and best use analysis and must be documented in the appraisal report.  An 
appraisal assignment may identify property that the Appraiser determines is only a 
portion of a larger parcel, in which case the assignment requires a before-and-after 
approach (and a discussion with the Client as to why property beyond that described 
in the assignment is being appraised).  The assignment may identify property that the 
Appraiser determines is more than one larger parcel, in which case the value is 
reported for each larger parcel.   

 
5.27.1 Larger Parcel Determination for Partial Acquisitions.  In partial 

acquisitions, the larger parcel may be less than the whole ownership 
(beneficial control).  The larger parcel that contains the part being acquired 
becomes the basis of the appraisal problem and is the subject of the 
“Before” analysis.  The remainder parcel—the subject of the “After” 
analysis—is that part of the larger parcel that is not to be acquired.  While 
UASFLA provides for appraisal of only the part being acquired, 
circumstances warranting such practice are rare, and require great caution. 

 
5.27.2 Larger Parcel Determination for Bureau Conveyances (Outgrants).  

When Federal land is being appraised for a sale, the larger parcel is not 

                                                                           V        



United States Department of the Interior 
Appraisal Policy Manual 

 

 

ersion 8.0  
- 31 -

greater than the part of the Federal holding being conveyed.  The larger 
parcel analysis may conclude that the land to be conveyed includes multiple 
larger parcels. 

 
5.27.3 Larger Parcel Determination for Land Exchanges.  The larger parcel is 

never greater than the land described in the Agreement to Initiate (ATI) an 
exchange.  This deviation from UASFLA provisions is rooted in the 
eminent domain provisions of law, which do not force an owner to accept 
property in payment for property taken.  However, multiple larger parcels 
may exist within the described lands.  Assemblage of properties under one 
ownership or beneficial control for purposes of the exchange does not 
constitute unity of title for the larger parcel determination.  [See 43 CFR 
2201.3-2(a) (5) and UASFLA D-7 (page 84)] 

 
5.27.4 Larger Parcel Determination under Inverse Condemnation.  Legal 

counsel will define the property to be appraised.  The Appraiser will 
determine the larger parcel(s) within the defined parcel irrespective of 
additional adjoining ownerships.  However, should the adjoining 
ownerships be part of the unitary highest and best use, the Appraiser must 
contact the advising legal counsel for instructions.  (See UASFLA Section 
D-8) 

 

                                                                           V        



United States Department of the Interior 
Appraisal Policy Manual 

 

 

ersion 8.0  
- 32 -

                                                                           V        



United States Department of the Interior 
Appraisal Policy Manual 

 

 

ersion 8.0  
- 33 -

CHAPTER 4 
ISSUES UNIQUE TO SPECIFIC INTENDED USES OR PROPERTY TYPES 
 

5.28 Appraisal of Timber, Mineral and Water Rights Properties.  The challenges 
presented by natural resource (or commodity) affected properties do not alter the 
overriding precept that the DOI completes appraisal work according to nationally 
recognized appraisal standards and procedures.  The special research, inquiry and 
analyses necessary to properly appraise such properties may require expertise of 
resource experts whose input may become a critical element of the appraisal, but the 
fundamental appraisal principles remain the appropriate means to solve the appraisal 
problem.  General procedural and supplemental information for the three most 
frequently encountered commodity-affected property types—water, timber and 
minerals—is included in the Addenda, Items 3, 4, and 5.  A few general broad 
policies or reminders are applicable for all.  

 
5.28.1 Competency.  The Appraiser and Reviewer must ensure that the COR 

possesses or will obtain appropriate knowledge of the industry and market 
practices to complete the assignment credibly.  A critical component of 
competency is the application of USPAP and UASFLA principles and 
concepts to the subject property type.  Commodity markets range from the 
very local—such as for water rights, to global—such as for certain mineral-
influenced properties.  All aspects of these markets are subject to 
inconsistencies within the specific commodity markets, or across 
geographic areas.  The need for, and time and cost implications of, 
additional expertise must be considered as the Appraiser assesses the 
assignment, and must be communicated to the Client Bureau early in the 
process.  Appraisers are reminded that certain commodity reports (mineral, 
some timber) are expensive, time consuming, and often require peer review 
or some other process to ensure credibility. 

 
5.28.2 Reporting.  The Appraiser and Reviewer must ensure the report is 

meaningful to the intended users.  For unusual or infrequently encountered 
types of properties and commodities, the appraisal report should include 
thorough background information of the commodity industry practices, 
principles, trends, history and the like so the users can place the subject in 
the proper market context.  Commodity-industry terminology and jargon 
should be minimized and fully explained when it is necessary.  

 
5.28.3 Unit Rule.  Appraisers are reminded that the unit rule applies to 

commodity-affected properties.  Using a western irrigated property as an 
example:  In applying the highest and best use tests the Appraiser might 
find that one of the probable uses is a program of disassembly of the 
components for independent resale.  However, to avoid the prohibited 
summation appraisal, the appraisal must reflect the market’s perception of 
the legal and financial risks of such a program of use, which in an ideal 
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situation, is reflected in the prices asked and paid for entire similar 
properties.  (See UASFLA B-13) 

 
5.28.4 Title Issues.  Commodity-affected properties require extreme care and 

diligence in identifying ownership of the interests to be appraised.  They 
often exhibit ownership characteristics and practices quite different from 
traditional real estate, with divisions of ownership and beneficial control 
occurring along commodity lines, or in other extremely fractionated 
fashion.  As an example: the right to remove oil and gas is a mineral 
interest often severed, traded and exploited separately; the right to remove 
the coal is another often separate interest, the coal bed methane perhaps a 
third, and the right to inject waste water produced with the oil and gas into 
the voids left by removal of the hydrocarbon remains with the surface 
owner.  Any one of these interests may be further divided as to 
development costs and royalty income.  Land actions and attendant 
appraisal assignments may involve any combination of the various 
interests. 
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OFFICE OF APPRAISAL SERVICES – OFFICE OF THE SPECIAL TRUSTEE 
 

5.29 Definitions and Terms. 
 

5.29.1 Individually-owned land:  Land or any interest therein held in Trust by 
the United States for the benefit of individual Indians and land or any 
interest therein held by individual Indians subject to Federal restrictions 
against alienation or encumbrance. [25 CFR 169.1 (b)] 

 
5.29.2 Native Corporations: An Alaska Native Regional Corporation 

established under the laws of the State of Alaska in accordance with the 
provisions of the Alaska Native Land Claims Settlement Act. 

 
5.29.3 Probate:  The legal process by which a judge or other decision-maker 

determines who will receive an Indian’s property upon his/her death.  
 
5.29.4 Restricted Land or Land in Restricted Status:  Land, the title to which 

is held by an individual Indian or a tribe, and which can only be alienated 
or encumbered by the owner with the approval of the Secretary because of 
limitations contained in the conveyance instrument pursuant to Federal law 
or because of Federal law directly imposing such limitations.  [25 CFR 
151.2 (e)] 

 
5.29.5 Tribe:  A tribe, band, nation, community, group or pueblo of Indians.  [25 

CFR 169.1(c)] 
 
5.29.6 Tribal Land:  Land or any interest therein, title to which is held by the 

United States in Trust for a tribe, or title to which is held by any tribe 
subject to Federal restrictions against alienation or encumbrance, and 
includes such land reserved for Indian Bureau administrative purposes.  
The term also includes lands held by the United States in Trust for an 
Indian corporation chartered under section 17 of the Act of June 18, 1934.  
[25 CFR 169.1 (d)] 

 
5.30 Requirements / Policy 

 
5.30.1 Expert Testimony:  Appraisers appearing as a subject matter expert 

and/or expert witness on behalf of the U.S. Government must obtain 
written authorization from OST each time they are required to consult 
and/or testify in litigation proceedings. 

 
5.30.2 Indian Trust Ownership Title.  Appraisals of Indian Trust lands do not 

consider the Trust form of ownership.  The Trust is simply legal title held 
by one party for the benefit of another.  It is a form of title of the bundle 
of real property rights, not in itself a division of those rights.  
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5.30.3 Appraisals of Life Estates.  BIA often administers land actions involving 
life-use reservations or life estates.  Regulations at 25 CFR 179 prescribe 
formulas to be applied to the value of the real property rights involved in 
the action.  OAS will provide market value opinions of the subject property 
interest at issue.  The BIA application of the regulation-prescribed formula 
is an administrative action beyond the scope of the appraisal function. 

 
5.31 Contracting for Appraisal Services 

 
5.31.1 Cobell V. Norton, 96CV01285 (RCL) Litigation Requirements:  In 

order to meet the requirements of Cobell v. Norton, the statement-of-work 
for Request for Quotes (RFQs) must not include: 

 
5.31.1.1 Identification of property owner(s) 
 
5.31.1.2 All Statements of Work must contain a Certification Statement 

entitled “Safeguarding of Indian Trust Data.”  (See Addenda) 
 

5.32 Specialized Appraisal Services 
 

5.32.1 Timber and Timberland:  Stumpage values of timber and timber cruises 
are provided by BIA in accordance with 25 CFT Part 163.  OAS 
Appraisers will perform an analysis of the information provided in 
accordance with commonly accepted appraisal methodology.  The unit rule 
pertains to these appraisal services. 

 
5.32.2 Life-Use Reservation Appraisal:  BIA often administers land actions that 

involve life-use reservations or life estates.  25 CFR Part 179.5 prescribes 
formulas to be applied to the value of the principal to determine the value 
of the life estate and value of the remainder.  When requested to provide 
an opinion of value for such an assignment, OST– OAS will provide 
opinion(s) of market value of the parent property developed using 
appropriate methodology and the requisite appraisal standards.  The 
application of the regulatory prescribed formula(s) is an administrative 
function and is outside the scope of appraisal services; they will be applied 
by Client-Bureau personnel. 

 
5.32.3 Unitized Leases:  When multiple Indian allotments are assembled for 

development purposes and no unity of ownership exists, each allotment 
should be appraised separately based on its/their highest and best use 
when there is no change in the highest and best use after the assemblage.  
When a change in highest and best use occurs after assemblage, the whole 
unit should be appraised based on the after highest and best use to 
determine plottage value (i.e., several agricultural parcels are assembled in 
accordance with a commercial development lease for a large scale 
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commercial development in which the assemblage allows for the higher 
intensive use). 

 
5.32.4 Partition by Sale:  Partition of sale is a forced sale by the DOI Secretary; 

in the American Indian Probate Reform Act (AIPRA), of small interests to 
any eligible purchaser who owns an undivided share in the parcel, including 
the tribe and other Indian co-owners.  A partition by sale must be sold at no 
less than appraised Fair Market Value.  All requests for appraisal services to 
support partitions shall include a partition plan for the proposed 
transaction and land owner consent.  (See Subpart H, 25 CFR 152) 

 
5.32.5 Trespass Damage Estimates:  All valuations completed to estimate 

damages resulting from trespass or unauthorized uses will be performed 
with the guidance of the Client and DOI Solicitor assigned to the case.  
The Solicitor will provide guidance as to the term of trespass or 
unauthorized use and/or methodology to be applied in calculating the 
amount of damages [i.e., discounting market rent using an appropriate 
discount rate and appropriate compounding period (monthly, annually, 
etc.)]. 

 
5.32.6 Cropland and Grazing Rate Studies:  To support the Indian landowners 

in negotiation, and to assist in the Secretary’s consideration of whether or 
not an agricultural lease is in the Indian landowner’s best interest, an 
appraisal is required to determine annual market rental of the land, unless 
the land may be leased at a rate below market rent under 25 CFT 
162.222(b) through (c).1 

 
5.32.7 Appraisals for Mortgages and Loans:  All requests for appraisal services 

to support BIA and/or Tribal Credit Office administered loans and/or 
mortgages should be rejected.  OAS does not perform such appraisal 
services which must adhere to the requirements of the Financial 
Institutions Reform, Recovery, and Enforcement Act of 1989, as amended 
(FIRREA), which require financial institutions to obtain appraisals and 
conduct internal risk management on their loan and mortgage portfolios. 

 
 
1 25 CFT Part 162.211(b) 
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BUREAU OF LAND MANAGEMENT 
 

5.33 Definitions and Terms 
 

5.33.1 Agreement to Initiate (ATI):  A written, non-binding statement of 
present intent to initiate and pursue an exchange (of real property), which 
is signed by the parties and which may be amended by the written consent 
of the parties or terminated at any time upon written notice by any party 
[43 CFR 2200.0-5(b)].  ATI’s are used by the BLM in formulating land 
exchanges and are significant to ASD in that an ATI should address certain 
appraisal issues that are best resolved with ASD advice, e.g., setting 
parameters for larger parcel considerations. 

 
5.33.2 Market Value for BLM Land Exchanges:  The most probable price in 

cash, or terms equivalent to cash, that lands or interests in lands should 
bring in a competitive and open market under all conditions requisite to a 
fair sale, where the buyer and seller each acts prudently and knowledgeably, 
and the price is not affected by undue influence. [43 CFR 2200.0-5(n)]  

 
5.33.3 Statement of Value:  A written report prepared by a qualified Appraiser 

that states the Appraiser’s conclusion of value [43 CFR 2200.0-5(x)].  
Within ASD, an appraisal, the intended use of which is support for a BLM 
land exchange under specific conditions set forth in regulations at 43 CFR 
2201.5.  

 
5.34 Bureau Requirements / Policy 

 
5.34.1 Unit Rule and Larger Parcel. 
 
5.34.2 One Value Opinion for Multiple Larger Parcels.  UASFLA Section D- 

7 contains special provisions relating to BLM land exchanges under which 
one value for multiple larger parcels under a one-transaction scenario may 
be appropriate, i.e., if so specified in the ATI.  Absent such special 
circumstances, a request for a value expressed as one value opinion for 
multiple larger parcels under a one-transaction scenario typically requires 
appraisals of the separate larger parcels and market support for treatment 
of the multiple property aspect of the assignment as one value  

 
5.34.3 Preliminary Estimates of Value.  Preliminary Estimates of Value (PEV) 

are mentioned specifically in BLM land exchange regulations [43 CFR 
2201.1 (b)], and the term is commonly used generically in association with 
any land action for which a value may be required.  PEV’s are typically 
requested by a Bureau amid initial evaluations of an action (e.g., proposed 
land exchanges, consideration of property for acquisition or disposal) so 
that significant time, effort and financial resources are not expended on 
cases where property values or price expectations weigh heavily on the 
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feasibility of the action.  While users may perceive a preliminary estimate to 
be less than an appraisal, a preliminary estimate of value is an appraisal and 
is completed under the same standards—USPAP, UASFLA, or both—as 
would apply to any appraisal completed for the particular intended use. 

 
5.34.3.1 The scope-of-work may be different in an appraisal intended to 

be used as a PEV than one completed for the final land action.  
The engaging Appraiser must communicate with the Client 
Bureau to properly identify the problem to be solved and the 
intended use and users, and to determine the scope-of-work 
necessary to develop credible and meaningful results.  The 
intended users of preliminary estimates of value are often 
limited to experienced Bureau staff only.  If the Bureau’s 
request limits the scope-of-work to such a degree that the 
assignment results will not be credible in the context of the 
intended use and users, the engaging Appraiser must expand 
the scope-of-work to the appropriate level. 

 
5.34.3.2 Examples of preliminary estimates of value may include: 

 
5.34.3.2.1 A specific opinion of value; 
 
5.34.3.2.2 An opinion as to a range of values; 

 
5.34.3.2.3 An opinion as to a relationship (e.g., not more 

than, not less than) to a previous value opinion; 
 

5.34.3.2.4 Comparable sales (the Appraiser decides which 
sales are “comparable” and this information 
establishes a range of plausible values);  

 
5.34.3.2.5 Comparable rental or lease rates (the 

comparables establish a range of plausible rates) 
(the Appraiser decides which sales are 
“comparable” and this information establishes a 
range of plausible rental or lease rates);  

 
5.34.3.2.6 A value-based ratio or relationship between 

lands, for example between offered private 
lands proposed for exchange for selected public 
lands. 

 
5.34.4 BLM Statements-of-Value.  43 CFR 2201.5 authorizes BLM to exchange 

lands that are of “approximately equal value.”  The regulations apply only 
when the authorized officer (the BLM line manager ultimately responsible 
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for the action) determines the lands involved meet the following specific 
criteria: 

 
5.34.4.1 there are no significant elements of value requiring complex 

analysis;  
5.34.4.2 the value of the land to be conveyed out of Federal ownership 

is not more than $150,000 as based upon a statement-of-value; 
5.34.4.3 and the Federal and non-Federal lands are substantially similar 

in location, acreage, use and physical attributes.  
 

  ASD roles in these actions vary. 
 

5.34.4.4 ASD may assist in the somewhat subjective determination as to 
“significant elements of value requiring complex analysis.”  
Circumstances potentially requiring complex analysis include, 
but are not limited to:  

 
5.34.4.4.1 improvements are perceived to contribute 

significantly to value;  
 
5.34.4.4.2 the property includes commercial timber, water 

rights, crops or mineral potential; 
 
5.34.4.4.3 the property is known to be environmentally 

contaminated; 
 
5.34.4.4.4 larger parcel issues; 
 
5.34.4.4.5 the property includes known cultural or 

archeological resources.  
 

5.34.4.5 ASD may assist in determining if the lands in question are 
“similar in location, acreage, use, and physical attributes” as 
such conditions bear on market value.  

 
5.34.4.6 ASD’s appraisal role in exchanges at approximately equal value 

is the determination that the value of the land to be conveyed 
out of Federal ownership is not more than $150,000.  The 
appraisal should be requested through the ARRTS.  The 
submitter should be sure to state that an appraisal meeting the 
statement-of-value requirements is intended. 

 
5.34.4.6.1 Regulations at 43 CFR 2200.0-5(x) define a 

statement-of-value as “a written report prepared 
by a qualified Appraiser in conformance with 
the minimum standards of the Uniform 

                                                                           V        



United States Department of the Interior 
Appraisal Policy Manual 

 

 

ersion 8.0  
- 41 -

Standards of Professional Appraisal Practice.”  
A statement-of-value is an appraisal report 
prepared under USPAP.  Although the 
regulations direct the appraisal efforts to the 
“land to be conveyed out of Federal ownership” 
(i.e., disposal versus acquisition), the appraisal 
serves a Government acquisition (through 
exchange), therefore the principles contained in 
the UASFLA apply. 

 
5.34.4.6.2 The scope-of-work determination for the 

appraisal should be crafted to address the 
specific appraisal problem (i.e., whether the 
market value of the public land involved in the 
proposed exchange exceeds a total of $150,000).  
The research, data, analysis and support 
necessary to solve that problem is the 
Appraiser’s and reviewer’s determination. 

 
5.34.5 Treatment of BLM Administered Grazing Permits.  While it is 

irrefutable that private markets treat Federal grazing authorizations as a 
valuable property “right” and recognize a value for the perceived leasehold 
interest created by the Government’s below-market fees, the Government 
does not normally recognize this increment of value in land transactions 
(UASFLA B-24).  Therefore, appraisers cannot consider any value added to 
lands that results from Federal permits that are revocable and create no 
rights in the holding (UASFLA B-24). 

 
5.34.5.1 As an encumbrance.  UASFLA B-24 cites case law which is 

interpreted to prohibit the creation of a private claim to the 
public domain.  Regulations at 43 CFR 4110.4-2(b) provide for 
the Government’s right to cancel a holder’s grazing 
authorization upon a two-year notice.  

 
5.34.5.2 As a contribution to value.  Appraisers cannot consider “any 

value added to those lands as a result of their actual or potential 
use in combination with Taylor Grazing Act permit lands.”  
When working in ranch markets Appraisers customarily derive 
a “land only” value indication from the market data, using sales 
of lease or permit rights to extract the lease component from 
comparable sales involving both leases and deeded land.  With 
the growing prevalence of alternate uses in previously ranch-
only markets (e.g., rural subdivision, speculation, recreational 
residence, and the like), the Appraiser must consider these 
other uses in the highest and best use analysis.  
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BUREAU OF RECLAMATION  
 

5.35 Definitions and Terms 
 

5.35.1 Reclamation Excess Land:  Nonexempt land that is in excess of a 
landowner's maximum ownership entitlement under the applicable 
provisions of Federal Reclamation Law.  (43 CFR 426.2) 

 
5.35.2 Reclamation Excess Land Appraisals.  Reclamation-administered laws 

[Sections 203(b), 204, and 205 of the Reclamation Reform Act of 1982 (43 
U.S.C. 390aa et seq.)] and regulations (43 CFR 426) limit the acreage 
owners can irrigate with water from Federal irrigation projects.  When an 
owner exceeds these limitations, Reclamation may direct the disposal of the 
“excess” property.  The law prescribes conditions which require use of the 
USPAP jurisdictional exception rule and of specific hypothetical conditions 
regarding water availability. 

 
5.35.2.1 The regulations require the price of such property be 

determined by an appraisal made under the hypothetical 
condition that the land does not receive Federal water from the 
irrigation project.  The appraisal is completed under the 
applicable standard—USPAP—with the hypothetical condition 
that the Federal water project does not exist.  The regulations 
specify that the appraisal consider whether non-project water is 
available and how the availability would bear on the land value 
and the contributory value of the improvements. 

 
5.35.2.2 Regulations also provide for an appeals process in which 

additional appraisals may be requested.  Given the limited 
occurrence of such actions, requests for such appraisals will be 
coordinated between the Reclamation staff and the Regional 
Supervisory Appraiser.  

 

                                                                           V        



United States Department of the Interior 
Appraisal Policy Manual 

 

 

ersion 8.0  
- 43 -

NATIONAL PARK SERVICE 
 

5.36 NPS Legislative Cost Estimates.  Prior to establishing or expanding a park, 
monument or other unit administered by the DOI, the NPS may be required to 
prepare a detailed study for Congress to assess the gross acquisition-related costs of 
the project. Proposed projects vary in scope from the acquisition of only one or a 
few parcels, to a large number of properties of varying complexity.  The real property 
value component is only one of many cost components included in the total cost 
estimate transmitted to Congress.  Additional cost items may include, but are not 
limited to: (1) severance costs; (2) payment in lieu of taxes; (3) technical costs 
including appraisal contract costs, survey and/or mapping contract costs, title 
services contract costs, cost of invalidating or extinguishing mineral claims, feasibility 
studies and engineering studies; (4) relocation costs; (5) deficiency judgments and (6) 
price escalation factors and costs.  The extent of ASD’s role in these efforts will 
require close coordination between the Regional Supervisory Appraiser and the 
Client Bureau Realty Officer to craft a scope-of-work consistent with the client’s 
needs and the USPAP requirement that assignment conditions not limit the extent of 
research and analysis to such a degree that the results are not credible in the context 
of the intended use of the product(s). 

 
5.37 NPS Use and Occupancy Reservations.   To facilitate voluntary acquisitions, the 

National Park Service may agree to a seller’s “Use & Occupancy” reservation on the 
tract to be acquired.  When negotiations include this provision, the NPS charges the 
seller a use fee which is administratively set by the Client Bureau.  In the case of 
income-producing properties or farm properties, the use fee is calculated on the basis 
of the present worth of the ownership rights retained.  This is the discounted net 
income stream forecast over the use and occupancy period, including adjustment for 
atypical expenses imposed on the seller by the government. This amount is deducted 
directly from the payment to the landowner from the property sale proceeds.   

 
Where possible, it is preferred that comparable rental rates be used in estimating net 
income for an income property rather than an owner-operator analysis. If the 
proposed retained use does not coincide with the property’s highest and best use, 
then the reduction calculations, as estimated by the appraiser, shall be based upon 
the allowable proposed use. 

 
Therefore, in any appraisal for NPS acquisition, the report must isolate the 
contributory value of the land.  In the case of income-producing properties or farm 
properties, an Income Analysis must be presented or specific reasons stated for its 
omission.  In any case, the report must include a stabilized net income stream for the 
property. The isolation and statement of these estimates is not to be construed as an 
independent appraisal product.  ASD appraisers should be alert that this information 
will be needed when assessing NPS acquisition appraisal requests.  
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U.S. FISH AND WILDLIFE SERVICE 
 

5.38 Definitions and Terms 
 

5.38.1 Market Value for FWS Revenue Sharing Appraisals:  The amount in 
terms of money for which in all probability a property would be sold if 
exposed for sale in the open market by a seller who is willing but not 
obligated to sell, allowing a reasonable time to find a buyer who is willing 
but not obligated to buy, both parties having full knowledge of all the uses 
to which the property is adapted, and for which it is capable of being used.  
(50 CFR 34.3)  

 
5.38.2 Revenue Sharing Appraisal:  An appraisal made for the FWS’ intended 

use in conjunction with program responsibilities set for at 50 CFR 34.  The 
regulations provide for payment to local Governments based on the 
market value of FWS’ acquired or reserved land within that jurisdiction.  
The regulations also prescribe specific conditions and assumptions for the 
appraisals. 

 
5.38.3 FWS Revenue Sharing Appraisals.  Under the Refuge Revenue Sharing 

Act (Act), the DOI makes payments to county Governments based on the 
“fair market value” of fee titled Federal real estate administered by the 
FWS.  The intended use of Revenue Sharing appraisals is support of the 
FWS’ administration of the Act.  

 
5.38.3.1 The Act requires a determination of the “fair market value” of 

the fee areas at least once every five years.  The Act includes a 
definition (5.38) which is to be cited in each Revenue Sharing 
appraisal report.  Although the definition varies slightly from 
the UASFLA market value definition, the two are considered 
synonymous. 

 
5.38.3.2 ASD will complete Revenue Sharing appraisals under USPAP.  
 
5.38.3.3 The requesting Client is responsible for determination of the 

real property interest to be appraised.  Improvements are of 
special concern.  The Appraiser may properly be called upon to 
assist in the determination of which improvements meet the 
specifications set forth in the Act regarding inclusion in the real 
property interest to be appraised. 

 
5.38.3.3.1 Structural improvements present at the time of 

acquisition (donation, purchase, or otherwise) 
and not substantially renovated with Federal 
funds are included in the appraisal.  For the 
purposes of this section, “substantially 

                                                                           V        



United States Department of the Interior 
Appraisal Policy Manual 

 

 

ersion 8.0  
- 45 -

renovated” is construed to mean approximately 
seventy-five percent of the value of the 
improvement is attributable to the Federally-
funded renovation. 

 
5.38.3.3.2 Land improvements (i.e., wells, dikes, irrigation 

facilities, levees, drainage ditches, land leveling, 
roads, dams, etc.) constructed after the date of 
Federal acquisition, regardless of funding, that 
contribute to the current underlying highest and 
best use and would have been constructed by 
typical private owners are included in the 
appraisal. 

 
5.38.3.3.3 Structural improvements constructed or 

substantially renovated or modified with Federal 
funds after the date of Federal acquisition, are 
excluded from the opinion of market value.   

 
5.38.3.3.4 Water rights are included or excluded based on 

their legal status and contribution to the 
property’s highest and best use.  Rights that are 
legally and physically recognizable in the private 
market are included in the real property rights 
appraised.  Appraisers should be certain that the 
rights are still legally viable as of the effective 
date of the appraisal and have not expired due 
to non-use or some other process.  Federally 
reserved rights legally capable of ownership and 
use only by the Federal Government are not 
included in the property rights appraised. 

 
5.38.3.4 Revenue Sharing appraisals are intended for use solely by the 

FWS.  Revenue Sharing recipients may protest the payment 
amount and in that process may request copies of the reports 
from the FWS.   

 
Before a Revenue Sharing assignment is begun, the COR must 
ensure that the scope-of-work developed will result in credible 
opinion(s) of value.  The Act prescribes conditions which 
require use of the USPAP jurisdictional exception rule and of 
specific extraordinary assumptions and hypothetical conditions.  
Revenue Sharing appraisals will be made subject to the 
following Jurisdictional Exception and Extraordinary 
Assumptions.  In addition, one or both of the hypothetical 
conditions below may apply. 
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.

5.38.3.4.1 Jurisdictional Exception–under the Act, 
improvements placed on the land after the date 
of Federal acquisition are to be excluded from 
the opinion of market value.  The Act also 
excludes any value contribution of 
improvements present at the time of the 
acquisition but subsequently substantially 
renovated or modified with Federal funds.  
These requirements are contrary to USPAP 
SR1-2e regarding identifying the characteristics 
of the property relative to the type and 
definition of value (the defined market value 
cannot be derived when some or all 
improvements are excluded). Accordingly, the 
Jurisdictional Exception Rule is invoked so that 
the referenced USPAP standards are of no force 
or effect. 

 
5.38.3.4.2 Extraordinary Assumption–it is an 

extraordinary assumption of this appraisal 
report that the subject property data provided 
by the FWS accurately reflects: 

 
 the size and legal description of the 

property, 
 the date of the property’s acquisition,  
 the improvements existing as of the date 

of the acquisition,  
 the improvements made to the property 

subsequent to the date of the acquisition, 
and  

 an appropriate accounting of Federal 
funds expended for the renovation or 
modernization of the improvements 
existing as of the date of acquisition. 

 
The inaccuracy of one or more of these 
criteria may affect the credibility of the 
Appraiser’s conclusions   

 
5.38.3.4.3 Hypothetical Condition–it is a hypothetical 

condition of this appraisal report that 
improvements existing as of the date of the 
Federal acquisition that have subsequently 
undergone substantial renovation or 
modification do not exist.  Consistent with 
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Section 401 of the Refuge Revenue Sharing Act, 
(16 U.S.C. 715s) they are not considered in the 
opinion of market value.  Inclusion of such 
improvements in the appraisal analyses would 
render the Appraiser’s opinion of market value 
inapplicable to the Client’s legally specified 
intended use. 

 
5.39 FWS Feasibility Studies.  Prior to establishing or expanding a refuge or other unit 

of responsibility, FWS will attempt to assess the gross costs of the project.  Proposed 
projects vary in scope from acquisition of a few properties to many hundreds of 
complex properties.  ASD’s role in these efforts-the real property value component-
is only one of the many costs considered.  For a project involving only a few 
properties, individual appraisals may be completed; for one involving hundreds of 
properties some other approach is necessary.  The Regional Supervisory Appraiser 
involved will coordinate with the requesting Bureau to craft a scope-of-work 
consistent with FWS’ needs and the USPAP requirement that assignment conditions 
not limit the extent of the research and analysis to such a degree that the results are 
not credible in the context of the intended use of the products.   

 
5.40 FWS Life Use Reservation Appraisals.  On occasion, FWS administers land 

actions that involve life-use reservations or life estates.  The FWS has historically 
preferred using an administratively approved discount rate of 1% per year of 
remaining life.    This is a negotiative discount that is not supported by actions in the 
market.  When requested to provide an opinion of value for such assignments, ASD 
will provide opinion(s) of market value for the property using the appropriate 
methodology and the requisite appraisal standards.  The application of a discount 
rate for a life-use reservation or life estate is solely a FWS administrative function 
and is outside the scope of appraisal services. 
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APPRAISAL CONSULTING 
 

5.41 Appraisal Consulting.  Considerable confusion surrounds the USPAP-specified 
“Appraisal Consulting,” as opposed to the generic advice, information and 
commonly-referred-to “consultation” that Appraisers provide.  Neither a USPAP 
Consulting assignment nor a generic consultation reports an opinion of market 
value.  A USPAP Consulting assignment involves use of an opinion of value 
developed and supported under USPAP SR 1 and 2; it is an appraisal (or use of an 
appraisal) and something more.  The generic term “consultation” falls below the 
product specified in USPAP SR 4 and 5 and refers to the general information and 
advice Appraisers provide Client Bureaus in the normal course of business; it is 
something other than an appraisal.  It is critical that DOI Appraisers remain 
cognizant of the differences and clearly and appropriately represent the services and 
products they provide.  See also USPAP AO-21.  

 
5.42 Appraiser’s Appearance in Court.  Appraisers appearing in court as a subject 

matter expert or expert witness on behalf of the U.S. Government shall coordinate 
with the Regional Supervisory Appraiser, who will notify the DOI Chief Appraiser, 
prior to the appearance.  Requests or summons for court appearance will be faxed 
immediately to the DOI Chief Appraiser.  

 
6.0 Authority, Responsibility.  Appraisals are completed under the broad authorities 

establishing the various Client-Bureau realty programs and on occasion, special legislation.  
OAS and ASD authorities are established: 

 
6.1 By Secretarial Order No. 3240, dated March 12, 2002.  The DOI Secretary 

transferred the authority and responsibility for Indian Land Valuation and Appraisal 
Functions from BIA to OST. 

 
6.2 By Secretarial Order No. 3251, dated November 12, 2003, and subsequent 

amendments.  The DOI Secretary transferred the authority and responsibility to 
conduct the DOI real property valuations from BLM, NPS, FWS and Reclamation 
to ASD. 

 
6.3 The Federal Records Act of 1950, as amended, prescribes records retention policy 

for Federal Agencies. 
 
6.4 Secretarial Order 3240, March 2002 
 
6.5 Code of Federal Regulations, Title 25, Indians 
 
6.6 United States Code Annotated, Title 25, Indians 
 
6.7 49 USC § 4601, Uniform Relocation Assistance and Real Property Acquisition 

Policies Act of 1970 as amended 
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6.8 49 CFR § 24.103, Uniform Relocation Assistance and Real Property Acquisition 
Policy Act of 1970 as amended 

 
6.9 Federal Real Property Appraisal Standards, OMB Bulletin No. 91-05, Appendix II, 

November 26, 1990 
 
6.10 Indian Self Determination and Education Assistance Act, P.L. 93-638, as amended 

Indian Land Consolidation Act (ILCA) of 2000, PL 106-462 as amended 
 

6.10.1 BIA will be identified as a Client. 
 

6.10.2 The Indian or Indian Tribe whose property is being appraised is to be 
identified as an “Intended User”.  OAS will also be identified as an 
intended user. 

 
6.10.3 Appraisals of Indian Trust property; whether procured by contract or 

prepared under tribal appraisal programs, completed under a Self-
Governance Compact shall identify the BIA Regional Director, 
Superintendent, or appropriate line officer as the Client. 

 
6.10.4 All appraisals performed under P.L. 93-638 contracts or Self-Governance 

Compacts are subject to final review and approval by the OST—OAS.  
Tribal Appraisers must be state certified. 

 
6.10.5 OST—OAS Regional Supervisory Appraisers will serve as the Awarding 

Official’s Technical Representatives (AOTR) for all existing P.L. 93-638 
contracted tribal appraisal programs.   

 
6.11 OAS regions will log all appraisal requests submitted for ILCA.  The request will be 

logged into the appraisal tracking system when: 
 

6.11.1 The ILCO office or BIA has identified specific properties to be appraised; 
 

6.11.2 A complete timber cruise, timber stumpage appraisal, mineral evaluation 
report(s) archeological report, and any available NEPA studies have been 
received; and 

 
6.11.3 Ownership and property right(s) have been identified with Title Status 

Reports (TSR) from the respective BIA Land Titles & Records Office. 
 

6.12 American Indian Probate Reform Act (AIPRA of 2004, PL 108-374) 
 
6.13 1947 Acct – Appraisal Requirements Specific to the Five Civilized Tribes of 

Oklahoma 
 
6.14 Memorandum of Understanding between OST and NBC, September 30, 2004 
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7.0 References. 
  

7.1 The American Society of Farm Managers and Rural Appraisers and The Appraisal 
Institute.  The Appraisal of Rural Property, 2nd ed. (Chicago and Denver:  The 
American Society of Farm Managers and Rural Appraisers and The Appraisal 
Institute, 2000). 

 
7.2 The Appraisal Institute.  The Appraisal of Real Estate, 12th ed. (Chicago: The 

Appraisal Institute, 2001). 
 
7.3 The Appraisal Institute.  The Dictionary of Real Estate Appraisal, 4th ed. (Chicago:  

The Appraisal Institute, 2002).  
 
7.4 The Appraisal Standards Board of the Appraisal Foundation.  Uniform Standards of 

Professional Appraisal Practice.  
 
7.5 Eaton, J. D. Real Estate Valuation in Litigation, 2nd ed.  The Appraisal Institute:  

1995. 
 
7.6 The Interagency Land Acquisition Conference, Uniform Appraisal Standards for 

Federal Land Acquisition, 5th edition.  (Chicago: The Appraisal Institute, 2000). 
 
7.7 United States Office of Management and Budget.  OMB Circular No. A-25 

Transmittal Memorandum #1—User Charges.  July 8, 1993. 
 

8.0 Revisions, Versions.  While this manual presents permanent policy and guidance, policy is 
not static.  Revisions will be made as warranted by the DOI Chief Appraiser. 

 
9.0 DOI Chief Appraiser’s Memoranda.  (Reserved) 
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Addenda 
 
1. Secretarial Order No. 3240 
2. Secretarial Order No. 3251, as amended    
3. Secretarial Order No. 3258, as amended    
4. Procedural Guide—Forest Resources    
5. Procedural Guide—Water Rights    
6. Procedural Guide—Mineral Properties    
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 ADDENDA #1 
 
THE SECRETARY OF THE INTERIOR 
Washington 
 
ORDER NO.  3240 
 
SIGNATURE DATE: March 12, 2002 
 
Subject:  Realignment of Indian Lands Valuation and Appraisal Functions 
 
Sec. 1  Purpose.  The purpose of this Order is to realign the Indian lands valuation and appraisal 
functions from the Bureau of Indian Affairs (BIA) to the Office of the Special Trustee (OST).  The 
realignment will move the lands valuation and appraisal process from the BIA, which is responsible 
for other realty activity, and ensure the independence, accountability, and oversight of the Indian 
trust lands valuation and appraisal staff. 
 
Sec. 2  Authority.  This Order is issued in accordance with the authority provided by Section 2 of 
Reorganization Plan No. 3 of 1950 (64 Stat. 1262), as amended. 
 
Sec. 3  Organizational Changes. The organizational changes include:   
 
 a. Realigning Indian trust lands valuation and appraisal functions from the BIA to the 
OST.  
 
 b. Establishing the Office of Appraisal Services (OAS) within the OST to carry out 
OST=s Indian trust lands valuation and appraisal functions.  
 
Sec. 4  Implementation.  
 
 a. BIA will continue to administer, through the end of their current terms, existing 
agreements, or portions thereof, with Indian tribes pursuant to the Indian Self-Determination and 
Educational Assistance Act (ISDEAA), 25 U.S.C. ' 450 et seq., that pertain to Indian trust lands 
valuation and appraisal functions. 
 
 b. Excluding those positions required to perform the work identified in Sec. 4a., all 
positions that currently perform Indian trust lands valuation and appraisal functions within the BIA 
are transferred to the OAS.  
 
 c. The Assistant Secretary - Indian Affairs and the Special Trustee for American Indians 
will confer, and agree, as soon as possible, on which positions will remain in the BIA to carry out the 
functions under the existing agreements identified in Sec. 4a., and on other pertinent issues dealing 
with those agreements.    
 
 d. At the end of the term of the existing agreement under Sec. 4a. with the latest 
termination date, the positions that remained in the BIA pursuant to Sec. 4c. will transfer to the 
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OAS.  All positions transferred from the BIA to the OAS, and their incumbents, will be transferred 
in accordance with the regulations governing transfer of function found in 5 C.F.R. Part 351, 
Subpart C, and in accordance with the provisions of the negotiated labor-management agreement if 
applicable. 
 
 e. The Assistant Secretary - Policy, Management and Budget will be responsible for 
effecting the prompt transfer of personnel, funds, and property to implement the provisions of this 
Order. 
 
Sec. 5  Delegations.   
 
 a. The Special Trustee for American Indians is hereby delegated the authority necessary to 
carry out the duties provided by this Order.  This authority may be further delegated within the 
OST. 
 
 b. When the term of the final existing ISDEAA agreement described in Sec. 4d. has 
expired, the authority to engage in Indian trust lands valuation and appraisal activity delegated to the 
Assistant Secretary - Indian Affairs and to the BIA is revoked. 
 
Sec. 6  Expiration Date.  This Order is effective immediately.  It will remain in effect until its 
provisions are converted to the Departmental Manual, or until it is amended, superseded or revoked, 
whichever comes first.  In the absence of any of the foregoing actions, the provisions of the Order 
will terminate and be considered obsolete on March 31, 2004. 
 
 
/s/ Gale A. Norton 
Secretary of the Interior 
 
SO#3240 3/12/02 
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ADDENDA #2 
 

THE SECRETARY OF THE INTERIOR 
Washington 
 

                                                                           V

 
ORDER NO.  3251, Amendment No. 3  (Amended material italicized) 

SIGNATURE DATE:  May 31, 2006 
 
Subject:  Consolidation of the Department’s Real Estate Appraisal Functions  
 
Sec. 1 Purpose.  This Order authorizes the consolidation of the Department’s real estate 
appraisal functions into the National Business Center (NBC) within the Office of the Secretary.  
The consolidation will ensure appraiser independence, accountability, high standards, 
appropriate training, and oversight of Departmental appraisal functions. 
 
Sec. 2 Authority.  This Order is issued in accordance with the authority provided by 
Section 2 of Reorganization Plan No. 3 of 1950 (64 Stat. 1262), as amended. 
 
Sec. 3 Establishment of the Office and Transfer of Functions.   
 
 a. The Appraisal Services Directorate is hereby established in the NBC and is headed 
by the Associate Director, Appraisal Services Directorate.  The Associate Director is the 
Department’s Chief Appraiser.  The headquarters of the Directorate is located in Washington, 
D.C., with regional and field offices located throughout the United States.  Each region is headed 
by a Regional Supervisory Appraiser, reporting to the Associate Director.  Field offices will 
report to the region.  
 
 b. Real estate appraisal functions are hereby transferred from all bureaus and offices 
(with the exception of the Office of the Special Trustee for American Indians) to the Office.   
 
 c. Appraisers from the following bureaus are to be transferred to the new office:  
Bureau of Land Management; National Park Service; U.S. Fish and Wildlife Service; and the 
Bureau of Reclamation. 
 
Sec. 4 Appraisal Standards.  All real estate appraisals must be performed pursuant to the 
Uniform Appraisal Standards for Federal Land Acquisitions or the Uniform Standards of 
Professional Appraisal Practice. 
 
Sec. 5 Delegation.  The authority of the Assistant Secretary - Policy, Management and 
Budget to carry out the real estate appraisal functions is delegated to the Director, NBC.  This 
authority is further delegated to the Assistant Director, Appraisal Services.   
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Sec. 6 Implementation.  The Assistant Secretary - Policy, Management and Budget is 
responsible for ensuring implementation of this Order, including the appropriate transfer of 
personnel, funds, facilities, programs, records, and property.   
 
Sec. 7 Expiration Date.  This Order is effective immediately.  It will remain in effect until 
its provisions are converted to the Departmental Manual, or until it is amended, superseded or 
revoked, whichever comes first.  In the absence of any of the foregoing actions, the provisions of 
this Order will terminate and be considered obsolete on August 31, 2006.   
 
 
 
/s/ DIRK KEMPTHORNE 
Secretary of the Interior 
 
SO#3251A3 5/31/2006 
Replaces SO#3251A2 10/28/05 
Replaces SO#3251A1 10/22/04 
Replaces SO#3251 11/12/03 
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ADDENDA #3 
 

THE SECRETARY OF THE INTERIOR 
Washington 
 
 
 
ORDER NO.  3258, Amendment No. 1  (Amended material italicized)  
 
SIGNATURE DATE:  July 28, 2006 
 
Subject:  Policy Guidance Concerning Land Valuation and Legislative Exchanges 
 
Sec. 1  Purpose.  This Order provides policy for land valuation issues, real property appraisals, 
and legislative land exchanges. 
  
Sec. 2  Background.  During the past year, the Department has taken significant steps to ensure 
that land transactions are conducted with integrity and earn public confidence.  These steps include 
implementing reforms to improve the management of real property appraisals, establishing the 
Appraisal Services Directorate, and issuing the Land Transaction Principles. This Order provides the 
following:  (a) a policy on alternative methods of valuation (AMV) that addresses the need to 
comport with nationally applicable appraisal standards; (b) a policy on appraisals prepared for third 
(i.e., non-Federal) parties; and (c) a policy on legislative exchanges that reinforces existing 
Departmental guidance and further provides for a Departmental determination on how to review 
such proposals internally to ensure appropriate coordination and decision making.  The legislative 
exchange policy also underscores the importance of adhering to applicable appraisal standards in 
developing applicable legislative provisions. 
 
Sec. 3  Authority.  The policy in this Order is being issued in accordance with the Uniform 
Appraisal Standards for Federal Land Acquisitions and the Uniform Standards of Professional 
Appraisal Practice.   
 
Sec. 4  Policy. 
 
 a. Alternative Methods of Valuation. 
 
(1) All real property appraisals performed by the Department shall conform to nationally 
recognized appraisal standards (i.e., the Uniform Appraisal Standards for Federal Land Acquisitions 
and the Uniform Standards of Professional Appraisal Practice, as applicable).  Accordingly, the use 
of public interest value, contingent valuation, habitat equivalency analysis, and any other AMV in 
appraisals is expressly prohibited. 
 
(2) If Congress directs the Department to utilize AMV other than or in addition to an appraisal in 
a specific transaction, the Department shall (a) expressly describe the AMV applied; (b) using the 
assistance of the Appraisal Services Directorate (ASD), explain how the AMV differ from appraisal 
methods applied under UASFLA or USPAP; and (c) upon Congressional direction, provide this 
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material to the appropriate committees prior to or after completion of the transaction, in accordance 
with such direction. 
 
  (3) Requirement for Congressional Authorization or Notification. 
 
   (a) If the Department proposes to utilize AMV other than or in addition to an 
appraisal in a specific transaction that requires Congressional authorization, the Department shall 
expressly describe to the appropriate committees of Congress the AMV applied and, using the 
assistance of the ASD, explain how they differ from appraisal methods applied under UASFLA or 
USPAP. 
 
   (b) If the Department proposes to utilize AMV other than or in addition to an 
appraisal in a specific transaction that does not require Congressional authorization, the Department 
shall notify the appropriate committees of Congress and the Office of the Inspector General prior 
to the completion of the transaction and, upon Congressional direction, explain, using the assistance 
of the ASD, to the appropriate committees how the AMV differ from appraisal methods applied 
under UASFLA or USPAP.  
 
(4) The Associate Director, ASD, has overall authority and responsibility to ensure the effective 
implementation of this policy, in coordination with the Office of the Special Trustee for American 
Indians (OST), as applicable, and the Office of Congressional and Legislative Affairs (OCL). 
 
 b. Appraisals Prepared for Third (i.e., non-Federal) Parties. 
 
  (1) Appraisals prepared for third (i.e., non-Federal) parties may assist in achieving 
mutually beneficial outcomes for the Department and the proponent.  The Department of the 
Interior, however, is not obligated to review land transaction proposals supported by such appraisals 
that do not comport with its land management missions, priorities, and plans.  
 
  (2) Upon bureau request, the Department, acting through the ASD or the OST, as 
applicable, shall review a third party appraisal if:  (a) the third party consults with ASD or OST prior 
to the initiation of the appraisal on the scope of work and the selection of the appraiser, and agree 
that ASD or OST, as applicable, is both the client for and an intended user of the appraisal; (b) a 
senior bureau or Departmental manager (i.e., Senior Executive Service level in the field or 
headquarters, as applicable) has transmitted the appraisal with a determination that the land 
transaction proposal supported by the appraisal comports with applicable missions, priorities, and 
plans; and (c) ASD or OST, as applicable, has determined that the appraisal was prepared by a 
certified appraiser and meets applicable appraisal standards. 
 
  (3) ASD or OST review of an appraisal does not create an expectation that such 
appraisal will be approved. 
 
  (4) In cases where an appraisal is reviewed by ASD or OST, a second appraisal may 
be required.  If so, ASD or OST shall conduct or oversee that appraisal, which shall be performed in 
accordance with procedures determined by ASD or OST, as applicable. 
 

                                                                           V 



United States Department of the Interior 
Appraisal Policy Manual 

 

 

ersion 8.0 
- 59-

  (5) The Associate Director, ASD, has overall authority and responsibility to ensure 
the implementation of this policy in coordination with OST, as applicable, and the OCL. 
 
 c. Legislative Exchanges. 
 
  (1) All officials and employees of the Department shall adhere to 461 DM 1, which 
addresses requests for information, drafting, or other assistance regarding legislation from sources 
outside the Department, and specifically requires coordination with the Legislative Counsel in OCL. 
 
  (2) Similar coordination with the OCL shall occur on legislative exchange proposals 
initiated by any entity, official, or employee of the Department. 
 
  (3) The OCL shall determine the appropriate means for the review of each legislative 
exchange proposal, including the involvement of appropriate policy officials of other offices (e.g., the 
ASD or the OST as appropriate, and the Solicitor). 
 
  (4) Appropriate documentation shall support the key provisions of all legislative 
exchange proposals. 
 
  (5) All appraisals used in legislative exchanges shall conform to nationally recognized 
appraisal standards (i.e., the Uniform Appraisal Standards for Federal Land Acquisitions and the 
Uniform Standards of Professional Appraisal Practice, as applicable).  When the Department 
proposes the application of alternative methods of valuation other than or in addition to an appraisal 
for a legislative exchange, it shall expressly describe the alternative methods of valuation and explain 
how they differ from methods utilized in an appraisal consistent with nationally recognized appraisal 
standards (i.e., the Uniform Appraisal Standards for Federal Land Acquisitions and the Uniform 
Standards of Professional Appraisal Practice, as applicable).  
 
  (6) The Director, OCL, has overall authority and responsibility to ensure the effective 
implementation of this policy, in coordination with the Associate Director, ASD, as applicable.  
 
Sec. 5  Expiration Date.  This Order is effective immediately.  It will remain in effect until its 
provisions are converted to the Departmental Manual or until it is amended, superseded, or revoked, 
whichever occurs first.  In the absence of any of the foregoing actions, the provisions of this Order 
will terminate and be considered obsolete on December 31, 2006. 
 
 
 
/s/ DIRK KEMPTHORNE 
Secretary of the Interior 
 
SO#3258A1 7/28/06 
Replaces SO#3258 12/30/04 
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ADDENDA #4 
 

PROCEDURAL GUIDE—FOREST RESOURCES 
 
The purpose of these guidelines is to establish a coordinated National OSD/ASD policy for the 
inventory of merchantable forest resources on lands proposed for acquisition, disposal, or exchange 
by the Department of Interior (DOI).  The objective of these guidelines is to obtain an accurate 
merchantable timber inventory to establish a basis for such transactions.  This policy applies to 
forested lands that have been determined to require a timber cruise.  Generally, these are properties 
with a highest and best use that would include the harvest of timber within the foreseeable future.  
This policy applies to OAS/ASD contractors, subcontractors working for appraisal contractors, and 
timber cruisers working directly or indirectly for third-party facilitators. 
 
The primary difference between OAS procedure and ASD procedure is in the source of the timber 
cruise(s).  (See 5.53).  When being processed by the OAS, the source of the cruise is BIA Forestry.  
When a request is processed by ASD, the following will apply.  In all instances, once a timber cruise 
is received and an Appraiser incorporates it into an appraisal report, the basic methodology 
contained herein applies. 
 
Timber Inventory 
 
After the determination of the need for a timber cruise, OAS/ASD will be involved in the quality 
control of all merchantable timber measurements for real estate transactions which involve the 
appraisal of forest resources.  OAS/ASD will take the lead in coordinating all such activities with all 
affected parties.  It is recommended that each Region with significant merchantable timber resources 
have trained forestry and forest valuation expertise on staff.  All requests for appraisals requiring 
timber cruising services will be made through the Appraisal Request and Review Tracking System 
(ARRTS) prior to initiation of the actual appraisal or timber cruising assignment.   
 
As part of the Appraisal Request package for the property to be appraised, all available stand and 
site information, including inventory records, reproduction surveys, type maps, stereo photo pairs, 
and site class shall be submitted to the OAS/ASD.  All of this information is necessary for preparing 
a solicitation for timber cruising and appraisal services.  Local timber cruising standards must be 
included in each appraisal contract solicitation or task order for properties to be inventoried.  This 
will insure that all interested appraisal contractors will have the same information as a basis for 
preparing their bids. 
 
The OAS/ASD and/or designated check cruiser shall be responsible for accurately describing the 
forest resources to be inventoried.  They will also be responsible for identifying the local timber 
inventory standards specific to the subject property:   
 
Cruise methodology must be the most probable method, or combination of methods, employed in 
the private sector for the transaction of similar properties in the subject market area. 
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Merchantability limits must conform to those prevailing in the log market for the subject 
properties.  These limits may vary considerably between species. 
 
Volume extension methods must correspond to those most commonly used in the market place 
for the subject properties.  For example, if volumes for similar properties in the area are based on 
long log volume extensions, then the same or equivalent extensions must be used for the subject 
inventory. 
 
Log grading standards must correspond to those most commonly relied upon in the domestic and 
export timber markets of the subject properties. A variable length log grading system which will 
maximize grade recovery should be specified. 
 
Sampling accuracy standards must correspond to those most commonly found in the timbered 
real estate market for the subject properties.  Consider that a small increase in the cruise accuracy 
will require a significant increase in the sampling rate.  Cruising timber to a higher accuracy standard 
than found in the local timber real estate market may constitute an unwise expenditure of time and 
funds.  A higher sampling error can be permitted on stands with a high degree of variability. 
Conversely, high value stands may require a higher degree of cruise accuracy.  In these situations, 
OAS/ASD must be consulted before any action is taken which might result in adjusted cruise 
requirements and unanticipated costs.  
 
A timber cruising plan will be prepared by an independent cruiser, in accordance with this policy and 
will be approved by OAS/ASD and a check cruiser before any fieldwork begins.  This plan must be 
developed in collaboration with the Appraiser and the proponent or third-party facilitator, if any.  
The plan is to specify the cruise design for the subject property which includes the process, 
techniques, and procedures for accomplishing the forest resource inventory in accordance with the 
site specific standards.  A checklist of factors to consider in preparing a timber cruise plan is as 
follows: 
 

Factors to Consider in Preparing a Timber Cruise Plan 
For DOI/ASD Real Estate Appraisals 

 
• Cruise purpose (for appraisal of a land exchange, land purchase, land sale, donation). 

 
• Legal description of subject properties. 

 
• Description of cruise method(s). 

 
• Merchantability limits (Min. merchantable sizes, bole lengths, utilization standards). 

 
• Log or tree grading system used (including export, if applicable). 

 
• Target sampling error, if applicable. 

o For a group of parcels 
o For individual parcels 
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• Volume equations or stem profile models used. 

 
• How type acreage will be measured. 

 
• How Site Class will be measured and what basis will be used. 
• How forest reproduction will be classified and/or measured.  

 
• Cruise strip width, distance between plots, total number of plots per type. 

 
• How property lines will be documented in the field. 

 
• How cruise strips and plots will be documented on the ground including flagging intervals. 

 
• Maps and aerial photos showing timber types, cruise strips, cruise direction, plot locations. 

 
• What corrective measures, if necessary, will be taken to meet DOI standards 

 
• When fieldwork will begin. 

 
• Periodic progress or status reports (weekly, bi-weekly, etc.). 

 
• When fieldwork is expected to conclude. 

 
• Cruise report requirments and format. 

 
• Data to be included in cruise report. 

 
• Field notes, describing such things as: 

o Volumes or areas that are not immediately harvestable due to State forest practices 
rules; 

o Harvesting systems, logging road construction or re-construction, by type; 
o Location of any environmental factors such as trash dumps, apparent hazardous 

materials endangered or threatened species 
 
The OAS/ASD and the approved check cruiser will be responsible for reviewing and approving the 
plan prior to the initiation of any fieldwork.  However, all parties involved in a realty project must 
concur in the final timber cruising plan, including the OAS/ASD review Appraiser assigned to the 
project and the proponent/landowner.  The OAS/ASD and check cruiser may require reasonable 
plan modifications to assure that government standards will be met.  
 
The plan should be a flexible working document that can be modified if fieldwork indicates changes 
would mutually benefit both sides of the proposed transaction or would improve efficiency of the 
work. Changes to a timber cruising plan must have concurrence by all parties involved. The 
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importance of pre-work meetings and good communication between all interested parties and 
relevant staffs cannot be overstated. 
 
As part of the timber cruise process, it is recommended that comparable sales information be 
requested from the contract cruiser.  Specific volumes may be deemed confidential; however, 
general information may provide leads to comparable sales data and their comparability to the 
subject.   
 
OAS/ASD retains the option to have all contract or subcontract timber cruises for DOI real estate 
transactions checked for accuracy and approved by a qualified timber cruiser before any appraisal 
will be approved by the OAS/ASD.  Consequently, all affected parties must include designated 
check cruisers in planning for proposed real estate transactions requiring a timber cruise.  The work 
schedules of designated check cruisers must be planned for, and coordinated with, the timing of the 
independent timber cruisers work so that cruise checks are done promptly.  Prompt cruise checks 
can prevent an accumulation of unacceptable work. 
 
The approved check cruisers must prepare a written report for each cruise check they complete. The 
original is retained in the case file and copies are to be sent to the independent cruiser, the 
Appraiser, the OAS/ASD review Appraiser, and the third-party facilitator, if any. A check cruise 
report must include (1) a description of the scope-of-work undertaken, (2) a comparison of 
measurements, grades, and volumes for the plots, strips, or sample trees checked, and (3) the check 
cruiser’s conclusions regarding the acceptability of the work being checked.  
 
Summary of the Timber Cruising / Appraisal Process  
 
1.  Enter request for the appraisal of timber/timberland into the Appraisal Request and Review 
Tracking System (ARRTS). 
 
2.  Agency or third party will consult with OAS/ASD concerning the appraisal/timber cruise 
requirements. 
 
3.  Submittal of a timber cruising plan by a qualified timber cruiser to OAS/ASD. 
 
4.  Approval of the timber cruise plan by OAS/ASD. 
 
5.  Coordination between OAS/ASD, Agency or third party, timber cruiser, landowner, and   
Appraiser to insure all parties are fully informed on the expectations and work products to be 
completed before initiation of timber cruise or appraisal. 
 
6.  Timber cruise completed in accordance with the cruising plan.  Check cruising will be completed 
as needed. 
 
7.  Cruise results will be tabulated and a final cruise report will be submitted to the Appraiser for 
valuation consideration. 
 
8.  Appraisal with cruise report submitted to OAS/ASD for review. 
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9.  OAS/ASD review process which may require additional coordination with the Appraiser and 
timber cruiser. 
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ADDENDA #5 
 

PROCEDURAL GUIDE—WATER RIGHTS  
Where water rights may be severed from their land base, they are treated as a property right vested 
with the characteristics of real property.  As such, a water rights analysis must adhere to the 
requirements of USPAP and UASFLA.  In addition, each state has different laws and procedures 
which must be researched and understood to establish a credible analysis.  
 
A key concept central to all states’ water codes is “beneficial use.”  Beneficial use is typically the limit 
and measure of water or that no more water can be appropriated than can be applied for beneficial 
use.  Water may be appropriated for beneficial purposes, including irrigation, power generation, 
industry, mining, stock water, domestic, and in-stream use for conservation, recreation, wildlife and 
fisheries, and similar conservation-related purposes.  Another key concept is that water rights are 
appurtenant to the land, being linked to a specific location, and may or may not be relocated. 
 
Appropriative rights typically follow the “first-in-time, first-in-right” doctrine.  The rights of the first 
appropriator are superior to the rights of subsequent appropriators.  Appropriative rights are 
established by intent, together with constructive notice (identification of the point of diversion and 
the place of use).  The filing of an application with the state water regulatory authority is the typical 
expression of intent and constructive notice.  

 
Outside the appropriative doctrine are riparian rights. Riparian rights are an incidental right to the 
owners of land bordering a lake or stream to use and enjoy.  These rights entitle the user to 
reasonable use of the water as long as the use does not materially diminish the quality or quantity of 
the water for other riparian owners.  Riparian owners are not required to file an appropriation 
notice, although some states may require that an informational notice be filed.  A riparian right is 
senior to other rights and it cannot be lost through non-use.   

 
Identifying the nature of the property right appraised. Appraisals of property that include water 
rights must characterize the right in a manner that allows the intended user to understand its source, 
use, and extent.  The Appraiser must obtain the necessary documents to make and support this 
characterization.  Such documents may include applications, certificates, permits, or other form of 
license as established by the state regulatory authority.  These documents must be retained in the 
appraisal file and should be appended to the appraisal report. 

 
Licenses issued by the state regulatory authority will characterize the water in a variety of ways. 
Information on the license usually will include some or all of the following: 
 

• Source – underground, surface (name of stream or springs), other (reclaimed water, 
storm waters). 

• License Number. 
• Date of Priority – the date water was first appropriated for beneficial use.  
• Amount – acre feet per year, gallons, other unit. 
• Amount of diversion (flow rate) – cubic feet per second, gallons per minute, other unit 

per time period. 
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• Use – irrigation, domestic, stock watering, municipal, other. 
• Point of diversion – legal description of location of well, ditch head, river pump. 
• Place of use – legal description of land on which the water right is appurtenant. 

 
Adjudications. The rights of multiple appropriators of a single water course or stream system may 
be adjudicated in state or federal court.  The resulting decree establishes the relative rights of the 
various users, based upon their claimed priorities.  Copies of the court decrees should be obtained 
for adjudicated streams.  
 
To adequately characterize an adjudicated water right, the report should set out the docket 
number, date of the decree, the court that issued it, the names of the litigants (if 
appropriate), and the claim number or name that identifies the particular right in the decree.   

 
In some cases, the court may not address the rights of all appropriators on a stream course, but just 
the relative rights of specific group of disputants. In this case the litigants will be individuals (Smith 
vs. Jones), and there may be other rights outside the decree.  For rights outside the decree, obtain 
copies of the appropriation documents as above. 

 
Irrigation districts also have special rules relating to the allocation of water.  Obtain from the district 
the necessary documentation to describe the nature and extent of the water right. 

 
Highest and Best Use. When the current and continuing highest and best use of a property is 
irrigated cropland, the property will be valued “as irrigated.”  A single value shall be reported for the 
combined land and water package.  This is an extension of the “Unit Rule” in UASFLA.  Where the 
highest and best use of irrigated land is to strip the water rights for independent sale, and to sell the 
land severed of water, the Appraiser must separately address the highest and best use and larger 
parcel of the severed water and the underlying land stripped of water.  
 
If the concluded highest and best use proposes converting agricultural water to urban use, and 
changing the place of use from its current location to some distant urban area, the Appraiser must 
heed the highest and best use analysis requirements of UASFLA.  Items to be addressed include: 

 
• Will state law permit the conversion of water rights from one use to another? 
• Will state law allow water rights to be transferred from one hydrographic basin to another? 
• Is there a way to transport the water to the proposed place of use at an economic cost? 
• Is there actually a demand for this water or will it be too expensive to use under current 

economic conditions after factoring in transport? 
 
An intrastate export highest and best use will require an assessment of environmental and economic 
impacts.  The Appraiser should, to the extent possible, attempt to determine whether the proposed 
export scheme is politically palatable and whether it has a reasonable chance to be realized. 
If the appraisal is based on conversion and the sale of water for some specified use, such as 
municipal water supplies, the Appraiser should document contact with public officials responsible 
for oversight of the proposed project, and with representatives of the recipient water authority, 
municipality, or private water purveyor.  The Appraiser must take steps to ensure that the water is 
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actually available in the quantities specified.  In some jurisdictions, the amount of water allocated is 
not the measure of what is available for transfer; rather, “consumptive use” is the basis for transfer.   

 
Some areas have a speculative water market where no means of conveyance exists to export water.  
In speculative water markets individuals buy water in anticipation of the ability to transport it at 
some point in the future.  In such a market the Appraiser should determine that the property being 
appraised actually meets the speculators’ criteria.  Special circumstances of a legal, physical, or 
regulatory nature may make the appraised property outside the sphere of speculative interest. 

 
Special Considerations for Irrigated Properties. Depending upon the scope of the appraisal, and 
if the Government is acquiring an irrigated property where the highest and best use is to continue 
irrigation, and the government intends to acquire ownership in mobile irrigation equipment, the 
Appraiser should inventory the pumps, gearheads and other well fixtures, as well as all mobile 
sprinkler equipment.  The diligence with which an Appraiser should document such inventory varies 
with scope of the assignment and the relative contribution of irrigated lands to overall value.  The 
inventory should include, where practical, a list of equipment by model and make, serial number, 
and/or other identifying characteristics.  The acquiring-Agency property management personnel will 
probably be concerned with appropriate tracking of the equipment.  If the government is acquiring 
irrigated property but no longer intends to irrigate it, and the mobile equipment is not part of the 
interest being appraised, no such inventory is necessary, from an appraisal perspective. 
 
Where irrigation is the current and continuing highest and best use, the Appraiser must make a 
statement about the adequacy of irrigation water supplies based on past history, observed 
conditions, and interviews with the property owner, irrigation district officials, water masters, and 
others.  The Appraiser must address the quantity of water on the property being appraised to 
establish qualitative standards, such as “insufficient water to meet crop needs during the growing 
season,” or “sufficient to meet crop need in above-average precipitation years only,” or “sufficient 
water to meet crop need in all but critically dry years.” 
 
Sales Comparison Approach Considerations – If severed water rights are the subject of appraisal, 
the Appraiser must make sure that comparable sales involve a transfer of rights similar to that being 
appraised; the highest and best use of the subject and sales must be similar.  For the comparable 
sales, the Appraiser should verify with source documents the amount of water sold, the source, and 
actual or intended use, among other information. 

 
Glossary 
 
AF Acre-foot, or the amount of water to cover one acre to a depth of one foot. 

AFY Acre-feet per year; usually stated as part of an appropriation permit. 

AFA Acre-feet per acre (sometimes used interchangeably with AFY as abbreviation for 
acre-feet per annum). 
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CFS  Cubic feet per second. 

GPM Gallons per minute. 

Miner’s inch Varies by locality; typically the flow through a one square-inch opening under four 
to six inches of head; 1/50 to 1/40 cfs. 

Water duty The amount of water, stated in acre-feet per acre that is customarily allocated to 
irrigators via appropriation; considered to be the amount necessary for a fully 
effective supply. 
 

Consumptive 
use 

The amount of water actually consumed for plant use. 

Priority The seniority of a water right, as compared to other rights on the same system; 
usually established by date water was first appropriated.  When water is in short 
supply, shortages are allocated to the lowest priority classes first, then move up.   

 
Volumes Measurements 
− One cubic foot = 7.481 gallons 
− One cfs = 448.83 gpm 
− One acre-foot equals 43,560 cubic feet = 325,872.4 gallons 
− One cfs flow yields 1 acre foot in slightly more than 12 hours. 
− A flow of 1.547 cfs or 694.4 gpm yields one million gallons or 3.07 AF in a 24-hour period. 
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ADDENDA #6 
 

PROCEDURAL GUIDE—MINERAL PROPERTIES 
 
Definition:  Subsurface Rights:  The rights to the use and profits of the underground portion of a 
designated property; usually refers to the right to extract coal, minerals, oil, gas, or other 
hydrocarbon substances as designated in the grant: may include a right-of-way over designated 
portions of the surface.  (The Appraisal Institute, The Dictionary of Real Estate Appraisal, 4th ed.)  
In common usage also: mineral rights, mineral estate, “minerals.” 
 
The textbook definition is accurate, but deceptively simple from a valuation perspective. 
 
Requests for valuation of mineral rights, or properties including mineral rights, are not common but 
are increasing in frequency.  As such, not many Appraisers are experienced with this segment of 
appraisal practice. 
 
Complexity 
As noted in the UASFLA D-11, most mineral property appraisals are complex, specialized valuation 
assignments and not to be undertaken lightly.  Mineral interests range from what are, in effect, little 
more than paper rights with no discernable market recognition, to the rights to operate core 
industries fundamental to the nation’s wealth.  The mineral industry is divided by commodity into 
highly specialized segments, many with unique terminology, technology, operating practices, etc.  
And these interests are controlled and divided by equally complex tenure practices.  Furthermore, 
the mineral industry has its share of dubious development proposals and promotions.  Given the 
extreme range of property and commodity types, a comprehensive appraisal procedural guide for 
mineral properties is beyond the scope of the DOI appraisal manual, but a few basic concepts and 
precautions will serve Appraisers well as they approach a mineral property valuation assignment. 
 
Basics Apply 
It is critical to a successful outcome that the Appraiser not let the complexities of mineral properties 
obscure the applicability and relevance of fundamental real estate and valuation principles.  The 
basic appraisal process—identify the property in its market context, determine the highest and best 
use, determine what characteristics bear on value, research and select market indicators, and process 
the information to a value opinion—remain the appropriate avenue to value mineral interests.  
However, application of the process can be correctly applied only with a thorough understanding 
and knowledge of the specific mineral commodity industry and the myriad differences between 
mineral properties and traditional real estate. 
 
Unit Rule 
Note especially UASFLA D-11, second paragraph. 
 
As mentioned above, valuation basics apply to mineral properties.  One of the most basic appraisal 
concepts is that of highest and best use.  
 
When faced with an appraisal assignment of a fee simple property evidencing mineral potential, 
some Appraisers are tempted to discard the unit rule, predetermine the highest and best use, and 
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order up an appraisal of the mineral interests.  The unit rule dictates that the appraisal address the 
highest and best use of the entire property; artificially splitting the property and appraising a single 
potential use is inappropriate and will likely result in an incorrect answer to the valuation problem.  
The feasibility of mineral production must be weighed against the other probable uses of the whole 
property and is appropriately considered within the highest and best use analysis.  Should the 
determination be that mineral production is the optimum use of the entire property the appraisal 
should proceed accordingly.  Note that some forms of mineral development are likely exclusive uses, 
such as hard rock surface mining; while others, such as oil and gas development, can co-exist with 
certain other uses.  Some mineral uses could be a short-term exclusive use, then the property could 
be converted to another use, or that certain commodities could be sold while preparing the property 
for the highest and best use.  Examples would be a sand and gravel pit that would be converted to a 
residential subdivision, and “excess” sand and gravel sold during site preparation. 
 
If the property interest being appraised is the severed mineral estate, that is, the mineral interests 
have been separated by title from the surface, as is often the case, the estate being appraised, and 
thus the property interest (unit) analyzed for highest and best use, is only the right to develop the 
minerals.  There is no independent surface-use component of a highest and best use analysis of 
severed mineral interests.  (The mineral estate usually, but not always, includes the right to 
reasonable use of the surface as needed for mineral extraction, upon payment of surface damages.)  
In simplest terms, the potential uses of only the mineral rights are likely limited to 1) tenure control, 
2) exploration, 3) attempted mineral production. 
 
Competency Requires Additional Expertise 
Few Appraisers are professionally qualified to appraise most mineral properties without specialized 
mineral assistance (UASFLA D-4).  In the DOI this expertise is available primarily within the BLM.  
The other Bureaus may or may not have mineral specialists on staff.  Alternatively, this specialized 
expertise can be obtained via contract, either as a separate procurement action or sub-contracted 
within an appraisal contract.  Appraisers must remain cognizant of their competency requirements 
and assess the information provided by specialists to satisfy themselves that the information is 
credible.  Review and approval by a client Agency subject-matter expert is an option available on 
some actions.  
 
The Appraiser should take care to specify exactly what assistance is needed from the mineral 
specialist.  In the simplest cases, the Appraiser may only need informed verification that the property 
contains no known economically viable minerals, to the most complex cases where the minerals 
specialist will develop or verify sophisticated geologic information and complex mining plans-of-
operation on major mining projects.  Standard “mineral reports” with which BLM mineral staff and 
some contract mineral specialists are familiar, and which are prepared to BLM specifications, are not 
normally intended for valuation support and seldom contain the quantity, quality and timing-of-
development information necessary to support an income approach valuation.  Additionally, for 
complex mineral properties the appraisal report must include sufficient background, economic, 
marketing and supporting information to enable the intended user to place the subject property in 
the proper context within the commodity industry. 
 
Rights Versus “Rocks” 
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Rocks.  (Product)  The valuation of actual units of commodity material, such as tons of sand and 
gravel or decorative rock, was a task often completed by Appraisers within the client Agencies, and 
continues occasionally on a more-or-less informal basis.  However, mineral material appraisal is not 
within either ASD or OAS charter, and Regional Supervisory Appraisers responding to requests to 
complete this work should be cautious to ensure this work is appropriately authorized and funded. 
 
Rights.  (Real Property Interest)  It is important to note that the “rights” differ significantly from 
the actual mineral material or commodity.  As in any valuation, the property rights must be analyzed 
for optimum use. 
 
Within the highest and best use analysis, the Appraiser determines whether the mineral rights bear 
on the economic feasibility of the property interest.  Such determination may be relatively cursory 
(but not blindly assumed) in those regions where no economic mineralization occurs and the market 
does not recognize a value increment for mineral rights.  However, when minerals are present, or 
when the property history suggests a possible mineral contribution (i.e., the land was patented under 
mining laws, evidence of mineral extraction, existing mineral or exploration leases, etc.), the 
determination is more extensive and will likely require professional mineral expertise. 
 
The likelihood of mineral production for properties may be characterized as falling anywhere 
between “zero” to “proven reserves.”  However, tangible mineral reserves are not pre-requisite for 
the mineral estate to evidence market value. 
 
It can be shown that some markets do not recognize mineral rights as an increment of market value.  
This may occur in areas devoid of, or lacking demand for, a mineral resource.  
 
Occasionally the highest and best use of the mineral estate is “tenure reunification,” where surface 
owners purchase the severed mineral rights underlying their property to prevent future intrusion or 
disturbance.  No indication of potential mineral resources is necessary; the buyers are simply seeking 
increased property control. 
 
Exploration rights on large expanses of land with little indication of actual mineral presence are 
sometimes traded and maintained in mineral companies’ portfolios for unspecified future 
exploration and development.  A desire to control exploration and future development within a 
buyer’s area of operation may bear on this type of demand.  
 
The right to exploit property with uncertain or unproven indications of mineral resources is perhaps 
the most challenging type of mineral interest appraisal assignment.  However, the Appraiser is not 
excused from the task simply because mineral exploration information is incomplete.  It is generally 
not reasonable to require a program of physical exploration be undertaken solely in support of the 
valuation.  Unexplored and partially explored mineral properties trade in the private marketplace 
frequently; indeed, the amount and quality of information available for some mineral properties is a 
key component of value. 
 
The right to exploit a proven mineral commodity is usually valued through an income approach, 
which recognizes the costs and risks involved in actual development.  To complete an income 
approach appraisal the quantity and quality of the target mineral must be well defined and the 
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projected timing of production must be supported.  This level of information usually requires 
assistance from experienced mineral specialists.  The cautions appearing in the UASFLA concerning 
the income approach are equally applicable to mineral valuations; each component of the 
calculations must be consistent with industry practices and supported with market data, and such 
technique should only be attempted by well-advised Appraisers experienced in mineral valuation. 
 
Title and Ownership 
Mineral interests are often divided into complex title and ownership components.  For example: the 
oil and gas industry distinguishes between the working interest and the royalty interest.  In federal (or 
private) lease sales, the successful bidder acquires a working interest through payment of a bonus 
bid, but the royalty interest remains the property of the United States (or private owner).  In hard 
rock mining, these two interests are referred to as the contributing and non-contributing interest.  The 
contributing interest is controlled by the mining company which contributes the capital to explore, 
define, and ultimately mine a property and profit (or not) from the venture.  The non-contributing 
interest is a passive interest in the land—a non-participating royalty interest.  Non-participating 
interests are created or occur numerous ways-including but not limited to-by ownership of the entire 
property and arrangement with the participating interest holder, by ownership of the mineral estate 
separate from the surface, by reservation of a royalty interest by a former owner, by a grant of such 
an interest from an owner to another entity such as an exploration geologist.  Royalty interest is 
usually expressed as a percentage of production income, with myriad means of calculating that 
income.  Any of the aforementioned interests can be and often are further divided among owners, 
investors or successors-in-interest. 
 
The non-contributing (non-working, passive) royalty interest is usually (but not always) the interest 
appraised in federal land acquisitions or disposals.  In simplest terms, when valuing a non-
contributing interest, value is most likely the present worth of anticipated future royalty income with 
a relatively limited set of allowable deductions. (Simply collecting the royalty requires few operating 
expenses.)  Conversely, if the subject interest includes the working or contributing interest, the 
income approach will resemble an enterprise cash flow which considers all income from commodity 
sales which is then brought to net present value through deduction of all capital and operating 
expenses. 
 
It is critical that the Appraiser have a complete understanding of these complex ownership patterns 
and corresponding income and expense allocations to value the correct property interest. 
 
Patented Mining Claims.  A patented mining claim is fee land that was patented, i.e., became 
private property, under the mining laws.  While there may be reason to investigate the mineral aspect 
of such land, the mere fact that it was once a mining claim is not sufficient evidence that mineral 
resources exist or that mineral development is the highest and best use.  Some land patented under 
this authority has been depleted of the minerals, mineral economics change and what once was 
economically feasible may no longer be so, higher and better uses may exist, and some claims were 
questionable from the outset.  Appraisers should make no assumptions regarding patented mining 
claims; they should be investigated as thoroughly as any other property.  Appraiser beware. 
 
Un-patented Mining Claims.  The avenue to patent public land under the mining laws includes a 
claim of the land for mineral development.  The precise title interest, if any, existing under this claim 
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is the subject of vigorous debate and conflicting interpretation among owners, claimants, Appraisers 
and client Agency program personnel.  Requests for a market value opinion of an unpatented 
mining claim should be viewed with skepticism.  Appraisers would be well-advised to research the 
current interpretation and circumstances, and obtain authoritative case-specific guidance before 
attributing value to a federal unpatented mining claim for use in a federal action.  In cases where 
Federal land is encumbered with a mining claim(s), a hypothetical condition may be specified by the 
client Bureau in which the property would be valued as though the mining claim(s) does not exist.  
This may occur because of an intent that the claim(s) would be relinquished at the time of closing, or 
the agreement that the patent would be issued subject to the claim(s), future disposition (e.g., 
contest) of the claims would be the patentee’s responsibility, and valuation would assume the 
claim(s) are not an encumbrance. 
 
Contracting for Mineral Appraisals 
Appraisers are cautioned that mineral valuation is a field even less regulated and disciplined than 
general real estate appraisal, and relatively few mineral valuation practitioners attempt to incorporate 
the USPAP and UASFLA standards into their practice.  Demonstrated competency in applying 
these foundational appraisal principles must be a selection criterion in awarding a mineral property 
appraisal assignment.  Appraisers faced with a mineral appraisal problem should consult widely with 
other staff before selecting a mineral Appraiser. 
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Illustrations 
 
1. ASD-OCA-SOP-001    
2. Request for Solicitor’s Opinion      
3. Statement-of-Work     
4. Contract Bid Synopsis    
5. Certification of Safeguarding Indian Trust Data  
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ILLUSTRATION #1 
 

Request for Waiver of State Certification or Licensure 
This form is the official request for waiver of state certification as described in NBCM-ASD-
QS1 Policy on NBC Appraiser State Certification Requirements. 
 
 
I. Name of Requester ______________________________  Date: ___________ 

 
II. Current Title/Grade _______________________________________________ 

 
III. Region/Location ___________________________________________________ 

 
IV. Justification  

 
 
 

V. Describe all requirements needed to obtain certification and projected time to 
complete. 

 
 
 

VI. When practical, this form may be completed and submitted via fax to Maggie Torres at 202-
219-0814. When supporting documentation is included, a hard copy should be sent to: 

 
U.S. Department of the Interior 

National Business Center 
Office of the Chief Appraiser 

MS:  1346; 1840 C Street, N.W. 
Washington, DC  20240 

 
Approving Officials 
 
______________________________________________ ______________________ 
Supervisor              Date 
 
______________________________________________ ______________________ 
Regional Supervisory Appraiser           Date 
 
______________________________________________ ______________________ 
Chief Appraiser      Approval     Date 

 
For additional information regarding this form, please contact Maggie Torres at 202-208-
0301.  
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ILLUSTRATION #2 
 
 
 
 

United States Department of the Interior 
NATIONAL BUSINESS CENTER 

DIRECTORATE, APPRAISAL SERVICES 
SOUTHWEST REGION 

4000 North Central Avenue, Suite 2330 
Phoenix, AZ  85012-1959 

 
                                                                                    February 31, 2005 

Memorandum 
 
To:    Regional Solicitor 
 
From:    Regional Appraiser 
 
Subject: Request for Solicitor’s Opinion; Appraisal of Bureau of Land Management 

Recreation and Public Purpose Act Authorizations; Administrative Discounts 
 
BLM guidance (regulations, manuals, handbooks) address the special pricing available to applicants 
under the Recreation and Public Purposes Act (R&PP).  All avenues to prices for R&PP 
authorizations begin with “fair market value” as determined by the Secretary “through appraisal or 
otherwise.”  Administrative discounts of 100% for government entities, 50 % for another group of 
applicants, and 10% for yet another are applied to the market value opinion. 
 
Nowhere have we found further specific guidance regarding the appraisals.  Traditionally BLM has 
appraised the lands as though vacant and available for their highest and best use, without regard to 
the limitations on title imposed by the R&PP act or “consideration [of] the purpose for which the lands are to 
be used.”  The basis for this practice has been the assumption or belief that the administrative 
discount addresses the restrictive provisions of the R&PP authorization.  As applicants seek R&PP 
authorizations on lands that have escalated in value from tens or hundreds of dollars per acre to 
several dollars-per-square foot, this assumption is being questioned.  Facing million dollar costs even 
with the administrative discounts, applicants are delving deeper into Agency guidance and appraisal 
principles and are strongly challenging traditional practices. 
 
The language in the law (pertinent section attached) TITLE 43 CHAPTER 20 Sec. 869-1:  

 
. . . conveyances for any other purpose under this section shall be made at a price to be fixed 
by the Secretary of the Interior through appraisal or otherwise, after taking into consideration the 
purpose for which the lands are to be used,  (emphasis added) 
 

can easily be interpreted to mean the appraisal should consider the limitations on title imposed by 
the R&PP authorization.  The traditional BLM practice assumes the pricing is set both by the 
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appraisal and the administrative discount; the administrative discount addresses the consideration [of] 
the purpose for which the lands are to be used component of the pricing provisions of the law. 
 
The traditional BLM practice establishes a uniform starting premise; appraisals consider the land as 
though vacant and available for use in the private sector.  This is how the lands would be appraised 
for disposition under any other authority (for example, exchange regulations at 43CFR2201.3-2(a) 
(2) include “Estimate the value of the lands and interests in land as if in private ownership and 
available for sale in the open market.) 
 
Note that the R&PP authorizations do allow full use and occupancy of the properties for the 
applicants’ stated uses, at the exclusion of all other free-market uses. 
 
The question of considering the purpose for which the land is to be used is manifested in the 
appraisal process at the “legally permissible” component of the highest and best use test.  Under the 
traditional practice, the appraisal considers the legal uses of the property, the most common 
limitation being zoning, to be what is typical of the area (because federal lands are typically not 
zoned or are under a very general holding classification and readily rezoned for viable proposed 
uses) or what it would most likely be if the land were managed in a prudent, self-interested manner 
under private market influences.  The other component of legally permissible—the limitations on 
title under the R&PP Act lease or deed—are not considered in the appraisal because the 
administrative discounts (95%, 50%, 10%) are applied to recognize the limitations.  Combined, the 
appraisal and the discounts result in the Secretary’s “price.” 
 
Under a strict reading of the law and absent consideration of the administrative discounts, one could 
argue that the limitations imposed by the R&PP authorization should be treated as a legal property 
restriction when the Appraiser makes the highest and best use determination.  Thus the strict use 
restrictions and prohibition against resale would be factored into the appraisal; and the “value” 
conclusion would reflect the restrictions.  This interpretation begs the question then of the purpose 
and justification for the administrative discounts. 
 
From an appraisal perspective, it is apparent why the traditional practice evolved; there is little 
“market” for land with such confining use restrictions, and an administrative solution is necessary. 
 
To help illustrate this last point, consider conservation easements—a more common form of legal 
restriction.  Reasonable proxies for this kind of restricted property exist, and the sale and purchase 
transactions of such property are the basis of the value estimates of the encumbered property.  
However, a restriction limiting property to one very specific non-economic use by one specific entity 
has few, if any, parallels in the private market.  There is seldom any basis for a meaningful appraisal 
of such restricted property.  The resulting value conclusion would be some nominal value estimate 
with little credible support.  Application of the administrative discount to the results of an appraisal 
that considers the limitations on title and use would be double counting the “consideration [of] the 
purpose for which the lands are to be used.” 
 
Churches and other public use facilities do sell, and one might look to these sales as “comparables.”  
However, the sale of a typically titled church or other pubic use facility includes the fee interest in 
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the real estate and all associated real property interest—missing critical components of an R&PP 
authorized church site. 
 
Question: 1 
Is the BLM’s two-component pricing practice, where administrative discounts are applied to market 
value estimates that are supported by appraisal of the properties without regard to R&PP Act 
restrictions and limitations, a legally correct application of law and regulation; or should “consideration 
[of] the purpose for which the lands are to be used be addressed case-by-case in the appraisals?  Is the 
guidance a legal application of the Secretary of Interior’s discretion in pricing via “appraisal or 
otherwise.”   
 
We believe so. 
 
Question 2: 
The property prompting this request for opinion is also under a Specific Management Plan.   
 
Do land use restrictions imposed by BLM management plans constitute legal restrictions on the 
property that must be considered in the legal permissibility test of highest and best use 
determinations within the appraisal? 
 
We believe they do not.  The restrictions limit BLM management.  Only to the extent that such 
restrictions are included in the patent or other authorization do the restrictions bear on the value of 
the real property. 
 
Question 3 
When BLM land use restrictions arising from a public planning process have been incorporated into 
county zoning through county participation in the public land use plan amendment process, do the 
restrictions constitute a legal restriction that bears on the appraisal? 
 
We believe by incorporation into the county zoning, the restrictions are applicable and bear on the 
appraisal in the context of the zoning administration within the pertinent jurisdiction.   
 
Please contact me at 123-456-7890 for further information.   
 
Thank you. 
 
George W. Hayduke 
Regional Appraiser 
 
 
 
 
Attachment:  Title 43, Chapter 20, Section 869-1; 1 page 
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TITLE 43 > CHAPTER 20 > Sec. 869-1.   
 
Sec. 869-1. - Sale or lease to State or nonprofit organization; reservation of mineral deposits; 
termination of lease for nonuse.  The Secretary of the Interior may after due consideration as to the 
power value of the land, whether or not withdrawn therefore,  
(a)  
sell such land to the State, Territory, county, or other State, Territorial, or Federal instrumentality or 
political subdivision in which the lands are situated, or to a nearby municipal corporation in the 
same State or Territory, for the purpose for which the land has been classified, and conveyances of 
such land for historic-monument purposes or recreational purposes under this section shall be made 
without monetary consideration, while conveyances for any other purpose under this section shall be 
made at a price to be fixed by the Secretary of the Interior through appraisal or otherwise, after 
taking into consideration the purpose for which the lands are to be used,  
(b)  
lease such land to the State, Territory, county, or other State, Territorial, or Federal instrumentality 
or political subdivision in which the lands are situated, or to a nearby municipal corporation in the 
same State or Territory, for the purpose for which the land has been classified, at a reasonable 
annual rental, except that leases of such lands for recreational purposes shall be made without 
monetary consideration, for a period up to twenty-five years, and, at the discretion of the Secretary, 
with a privilege of renewal for a like period,  
(c)  
sell such land to a nonprofit corporation or nonprofit association, for the purpose for which the 
land has been classified, at a price to be fixed by the Secretary of the Interior through appraisal, after 
taking into consideration the purpose for which the lands are to be used, or  
(d)  
lease such land to a nonprofit corporation or nonprofit association at a reasonable annual rental, for 
a period up to twenty years, and, at the discretion of the Secretary, with a privilege of renewal for a 
like period. Each patent or lease so issued shall contain a reservation to the United States of all 
mineral deposits in the lands conveyed or leased and of the right to mine and remove the same, 
under applicable laws and regulations to be established by the Secretary. Each lease shall contain a 
provision for its termination upon a finding by the Secretary that the land has not been used by the 
lessee for the purpose specified in the lease for such period, not over five years, as may be specified 
in the lease or that such land or any part thereof is being devoted to another use  
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ILLUSTRATION #3 
 

Statement-of-Work 
Directorate, Appraisal Services 

Agency Case Number: High Lonesome NWR 183 
ARRTS Number: FD90XX  

 
Summary Identification: the subject of this appraisal assignment is an irrigated farm with a total of 
41± gross acres, improved with a single family home, a shop building, and miscellaneous farm 
structures. The property to be appraised includes 36± water right acres. The property is located in 
Wamsutter, High Lonesome County, Nevada 98765. 
 
Client: The United States Department of the Interior - Directorate, Appraisal 

Services 
 
Intended Users: The Directorate, Appraisal Services and the U.S. Fish & Wildlife Service 
 
Intended Use: For use by the U.S. Fish and Wildlife Service on behalf of the United 

States of America in connection with negotiations for the proposed 
acquisition of the identified property. The appraisal report is not 
intended for any other use. 

 
Definition of Value:  Market Value: “The amount in cash, or on terms reasonably equivalent to 

cash, for which in all probability the property would have sold on the 
effective date of the appraisal, after a reasonable exposure time on the 
open competitive market, from a willing and reasonably knowledgeable 
seller to a willing and reasonably knowledgeable buyer, with neither 
acting under any compulsion to buy or sell, giving due consideration to 
all available economic uses of the property at the time of the appraisal.” 
[The InterAgency Land Acquisition Conference, Uniform Appraisal 
Standards for Federal Land Acquisitions, 5th ed. (Chicago: Appraisal Institute, 
2000), 13.] 

 
Effective Date of Value: The date of last property inspection; the last property inspection must be 

no later than 30 calendar days prior to the submission of the completed 
appraisal report. 

 
Property Interest: The purpose of the appraisal is to form an independent opinion of the 

market value of the fee simple estate of the defined property as a larger 
parcel; subject to encumbrances noted in the title report, visible on the 
property or reported by the land owner, and noted in the appraisal 
report.  
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Property Description:   
 

Address 
Assessor 

Parcel No. 
Gross Acres 

(Land) 
Water 

Right Acres
Improvements 

835 Edwards 
Lane 18-552-075 31.26 25.98 House, shop, various 

farm structures 
805 Edwards 

Lane 18-552-074 10.00   9.00 None 

 
Legal Description: All that certain lot, piece or parcel of land situate in the County of High 

Lonesome, State of Nevada, described as follows: Parcels 1 and 6 of the 
parcel map for Doc Sarvis recorded December 5, 1996 under 
Document No. 14785, Official Records, High Lonesome County, 
Nevada.  Excepting there from minerals, oil, gas and geothermal rights 
as reserved by Frank Tree, Jr. and Ann Tree, in Deed recorded April 13, 
1966 in Book 68, Page 21, Document No. 479540. 

 
Personal Property/Fixtures: None. 
 
Property Access: The subject property is located at the southeast corner of Trona Ash 

Lane and Kerry Lane.  Trona Ash Lane is accessed approximately four 
miles west of the Wamsutter central business district along U.S. 
Highway 19.  All access roads are paved. 

 
Contact Information: Title to the subject land and water rights is vested in the name of 

George W. M. Hayduke and Vivian K. Hayduke as joint tenants.  The 
property contact is George W. Hayduke at 555-423-0000. 

 
Inspection Permission:  Permission to enter upon and appraise the property has been granted 

(see attached permission document).  Arrangements are to be made 
with the noted property owner contact. 

 
Controversies / Issues: None identified.  Should controversies or issues be identified by the 

Appraiser during the course of the assignment, ASD Contracting 
Officer Representative (COR) contact identified in this document must 
be immediately notified. 

 
Outstanding Rights: No unrecorded documents or agreements were identified; verification 

with the property owner is advised. 
 
Available Documents: The following documents and reports will be provided under separate 

cover:  
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 Location Map  Prelim./Title 
Report 

 Title Exception 
Documents  

 Master Title Map  Environmental 
Report  Lease Agreement(s) 

 Survey Plat  Mineral Report  Grazing Permits 

 Assessor Plat  Water Right 
Report  Building Plans 

 Legal 
Description  Wetlands Study  Building Specifications 

  Soils Report  Right-of Way 
Agreement 

 
 
 
Extraordinary Assumption:  The subject farmstead was indicated to have two formerly used above 

ground fuel tanks.  Based on the Appraiser’s inspection and due 
diligence, if no environmental concerns are identified (e.g., soil staining, 
county notice of contamination, etc.), the Appraiser is allowed to use an 
extraordinary assumption that there are no environmental concerns that 
adversely impact the subject property’s marketability or value.  Should 
environmental conditions be identified, the Appraiser must stop the 
assignment and immediately contact the COR for directions.  

 
The Appraiser may not assume or invoke any other extraordinary 
assumption without documented approval from the COR.  

 
Hypothetical Condition:  None allowed without documented approval from the COR. 
 
Legal Instructions: None. 
 
Jurisdictional Exception: None. If the Appraiser perceives that USPAP’s Jurisdictional Exception 

Rule should be invoked to meet certain standards in UASFLA, the 
Appraiser must contact the COR to obtain approval. 

 
Supplemental Standards: The appraisal report must conform to the standards established by 

UASFLA. No other supplemental standards are applicable.  
 
General Requirements:   

• The assignment fee will be paid by ASD. 
• The scope-of-work of the appraisal must be sufficient to produce a credible assignment 

results for the intended use. The results must meet or exceed both market participant 
expectations and the Appraiser’s peer’s actions in the same or similar assignments. 

• The appraisal report is to be documented in a self-contained report format. 
• Delivery of the appraisal report is to be by overnight delivery to ASD Review Appraiser 

identified in this document.  
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• Provide one signed complete report for review and upon review acceptance, deliver four 
original reports and a CD (PDF format) version of the final report. 

• The Appraiser must give the property owner or the owner’s designated representative an 
opportunity to accompany the Appraiser during the property inspection. 

• The contracted Appraiser must make a personal inspection of the subject property and all of 
the comparable market properties used in the analyses. 

• The appraisal report and all information furnished to the Appraiser are DOI internal 
documents and are to be considered confidential by the Appraiser. All requests for 
information concerning the appraisal must be referred to the COR. The general public is not 
an intended user of the subject appraisal report, however the Appraiser must also be aware 
that the Freedom of Information Act and Agency policy may result in the release of all or 
part of the appraisal report to others. 

• The [Directorate, Appraisal Services] [Office of Appraisal Services] will not normally accept 
custody of confidential information.  Should the Appraiser find it necessary to rely on 
confidential information, he or she will contact the COR for instructions.  The COR will 
arrange for the reviewer to view the information and provide further instruction to the 
Appraiser regarding handling and storage of the confidential information. 

• The submitted appraisal report will be reviewed for compliance with the terms of this 
Statement-of-Work, UASFLA, and USPAP. Findings of inadequacy, if any, will require 
clarification and / or correction. 

• The appraisal reports (and assignment invoice) are to be delivered to the identified ASD 
Review Appraiser listed below. 

• The COR and ASD Review Appraiser contact information are: 
 

Contracting Officer 
Representative 

ASD Review Appraiser 

Joe Core  Bonnie Abzug, MAI 
Lead Appraiser Review Appraiser 
Department of the Interior Department of the Interior 
Directorate, Appraisal Services Directorate, Appraisal Services 
4701 N. Torrey Pines Drive 1340 Financial Boulevard 
Las Vegas, Nevada 89130 Reno, Nevada 89502 
555-515-0000 (Telephone) 55-861-0000 (Telephone) 
555-515-5023 (Fax) 555-861-6712 (Fax) 

 
• Color photographs of all properties shall be included in the appraisal report Addenda. Aerial 

photographs for comparable properties will be accepted unless the aerial photographs are so 
dated that they do not accurately represent the property as it physically existed on the date of 
inspection. Any unusual property features must be photographed from ground level. 

• The contracted Appraiser must hold a valid Nevada Certificate as a Certified General 
Appraiser, or hold an equivalent appraisal license / certificate issued by another state and 
hold a valid Nevada Permit pursuant to NRS 645C that is specific to this assignment. 

• The statement-of-work and employment contract (purchase or task order) must be included 
as an Addenda to the appraisal report. 
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Instructions to the Appraiser.   
• the due date for submission of the final appraisal report for review by ASD is 45 days from 

contract award. 
• the Appraiser must attend a pre-appraisal meeting with the property owner, the U.S. Fish & 

Wildlife Service, and ASD. The meeting will be held on Wednesday, September 1, 2005 at 10 
AM at the U.S. Fish & Wildlife Service office located at 1000 Auction Road in Wamsutter, 
Nevada. 

• The opinions of current market value may not be predicated upon a potential highest and 
best uses that are speculative or conjectural. A proposed highest and best use requires 
showing reasonable probability that the land is both physically adaptable for such use and 
that there is a need or demand for such use in the reasonably near future. 

• The preferred method of adjusting comparable sales is through the use of quantitative 
adjustments (%, $/acre, etc.); qualitative adjustments (similar, inferior, or superior) are to be 
used only when the market variables can not be quantified.  When the Appraiser must resort 
to qualitative analyses, more extensive support and discussion of the Appraiser’s reasoning 
why a comparable sale is similar, inferior, or superior to the subject property is required. All 
adjustments must be supported by clear, appropriate, and credible analysis based on 
documented market research.  Mere references to undisclosed “trends,” or reliance on the 
Appraiser’s “opinion” or “judgment” without market support is an unacceptable practice. 
Market support includes discussions with buyers/sellers, potential investors, neighbors, 
brokers, etc.  The Appraiser must also recognize that variances in sale prices may be caused 
by multiple factors and should not over adjust a comparable by double-counting overlapping 
items. 

• Appraisers without a complete understanding of fundamental statistical concepts must not 
rely on regression analysis techniques to extract adjustments for the sales comparison 
approach. Without a discussion of how each comparable relates to the subject property and 
a statistical interpretation of the validity of the results, applying a regression analysis to a 
large sample data set is not acceptable. 
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ILLUSTRATION #4 
 

Request for Quotation – Appraisal Services 
Bid Synopsis 

 
Project Identification:   Glen Canyon Dam Habitat Restoration, ARRTS No. AB123X 

 
 
 
 #1 #2 #3 
Vendor  
Name & 
Address 

    
 
 
 
 

Contact Name 
 

   

Phone # 
 

   

Fax # 
 

   

Date         
Contacted 
 

   

Fee Quote 
 

   

Turnaround 
Time            
 

   

    
 
 
 
 
Recommendation and Justification:  Example  Mr. George Hayduke,  of Monkey Wrench Valuations 
has previously appraised quite similar property for Directorate, Appraisal Services in the area. His work is 
consistently excellent and his attention to customer service exemplary.  In short, Hayduke walks on appraisal water.  
He bid is slightly above (<10%) the other two but his experience and quick turn around time warrant his selection   
 
Selection:  George Hayduke, Monkey Wrench Valuations, Hite, UT 
 
DUNS#    On File      TIN#     On File    
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ILLUSTRATION #5 
 
Responsibilities 
 
The Contractor will read and sign the following Certification Statement entitled 
“Safeguarding Indian Trust Data”.  OAS and ASD will exercise due diligence in complying 
with this requirement.  
 

Safeguarding Indian Trust Data 
 
Due to the current Cobell v. Norton, 96CV01285 (RCL) litigation, which involves the security of 
Native American electronic financial records and sensitive Indian trust data, the U.S. Department of 
the Interior has been mandated to secure and safeguard all information related to this data.  The 
contractor, in submitting a bid for the services outlined in the RFQ, agrees to the following terms if 
awarded the contract for this work: 
 

A. While preparing an appraisal report, no data may be saved to a computer hard drive.  It may 
only be saved in the form of a floppy disk and/or CD.  The report must be prepared using a 
stand-alone (disconnected from the internet or Local/Wide Area Network) computer.  The 
computer used for preparing reports shall not have internet access while the report is being 
prepared. 

 
B. All Copies of the report, including the floppy disk and/or CD must be turned over to the 

OST/Office of Appraisal Services upon completion of the contract.  If a copy must be 
maintained to comply with state real estate Appraiser licensing requirements, it may not be 
maintained on a computer with internet access.  (A hard-copy is the recommended method 
for record retention.)  Any copies made retained by the contractor will be considered federal 
property (record).  All work produced for the work file shall be considered federal property.  
Any information relating to Indian trust data must be kept separate and secure and available 
for review only by appropriate authorized Federal Government officials at the direction of 
the contracting officer. 

 
C. Upon completion or conclusion of the contract, and prior to final payment, the contractor 

shall provide a certification to the Office of Appraisal Services that the requirements 
outlined above have been met. 

 
D. Paragraph C shall survive the completion or termination of this agreement and shall remain 

in force unless or until the contractor turns over all records in accordance with the first 
sentence of paragraph C. 

 
My signature below certifies that I have met the requirements outlined above. 
 
 
______________________________     ________                              ___________________ 
                    Contractor Signature                                                                           Date 
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SECTION 

1 of3 
5-2 'OBJECT BUDGETS 

EFFECTIVE DATE July 8, 2002 

REVISION DATE 

Background. This section discusses the BIA's and the OTFM's responsibilities regarding the 
preparation, 1nodification, and use of annual tribal budgets or portions thereof governing the 
expenditures of tribal trust funds. A tribal budget supporting the use of tribal trust funds is not 
1nandatory unless it is a require1nent set forth in statuto1y language, congressional directives, 
court orders, court approved settlen1ents, settlen1ent agreen1ents, use and distribution plans, 
regulations, or bond or loan payn1ents. However, it is reco1m11ended that a budget be prepared, 
even if it is not required, to n1itigate the risk of incurring a loss due to the sale of a security prior 
to its inaturity to ineet the cash flow needs of the tribe. 

Cross Reference. 25CFR§§115.807-115.809,812-115.817 

Procedure. 

Responsibility 

BIA 

OTFM 

Procedure 

1. Upon tribal request1 or upon Congressional direction, the 
Secretary will work with the tribe in the preparation of a 
tribal budget or tribal budget modification for the use of 
tribal trust funds. The BIA will also work with the tribe to 
ensure that the tribe develops the appropriate tribal 
resolution that approves the budget. 

2. Accept subtnissions of annual budgets or budget 
modifications for the use of tribal trust funds and fo1ward 
copies of the documents to the OTFM. The submission 1nust 
include the appropriate tribal resolution that approves the 
budget. 

3. Upon notification fro1n the tribe that anticipated cash flows 
will not reasonably support the budget or budget 
tnodification(s), work with the tribe to 1nake appropriate 
adjustments and forward the modification(s) to the OTFM. 

1. Receive directly fron1 the tribe or fron1 the BIA the 
proposed tribal budget or budget modificatiou(s) with the 
tribal resolution attached. 

2. Within thirty (30) days ofrecciptofatribal budget or 

DRAFT 717104 

. -( Deleted: 3/16/114 ----=i 



INTERAGENCY PROCEDURES HANDBOOK: MANAGEMENT OF TRUST FUNDS DERIVED FROM 
ASSETS AND RESOURCES ON TRUST AND RESTRICTED INDIAN LAND 

cHAPTER 5 TRJBAL TRUST ACCOUNTS PAGE 
SECTION 
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5-2 

'UBJECT BUDGETS 

EFFECTIVE DATE July 8, 2002 

REVISION DATE 

budget 111odification: 
a. Review the budget or the budget 111odification(s) in order 

to detennine the reasonableness of the budget in tenns of 
esthnated investn1ent income and anticipated future 
dcposit(s) into the tribal tn!St account. 

b. Acknowledge the tribal budget* and send a notice of 
acknowledgment to the tribe and the BIA if cash flows 
will reasonably support the tribal budget or the budget 
modification(s). The notification to the BIA must 
include a copy of the budget or the budget 
modification(s). 

*NOTE: For purposes of this section, the OTFM 
acla1owledgn1ent of the budget 1neans the: 
1. Funds are being expended in co1npliance with any 

laws or settlement agree1nents; and 
2. Investments in the account will support the proposed 

expenditures. 

c. Return the tribal budget and/or modification(s) to the 
tribe with an explanation of need for changes if: 
1. Funds are not being expended in co1npliance with 

applicable laws or settlement agreen1ents, or 
2. Cash flows will not reasonably support the budget or 

the budget modiflcation(s). A copy of this document 
should be sent to the BIA so that the BIA is aware of 
the potential problem(s) with the budget. 

1._Following acknowledgment ofa tribal budget and/or 
inodification(s) and receipt of any investn1ent instructions 
fro1n the tribe, develop and imple1nent pn1dent investment 
strategies to 111eet the tribal needs. 

:L____Fmward a copy of the acknowledged budget to the BIA for 
use when processing the disburse1nent requests. 

LFile the acknowledged budget and/or modification(s) and 
investtnent instructions, if any, in the appropriate tribal 

r;:··----·------- ···-------
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Background. This section discusses the BIA's and the OTFM's responsibilities for opening a 
tribal trnst account. The section details the circumstances necessary for opening an account, as 
well as specifying the minimum information needed from a tribe to process the request. 

Cross Reference. 25 CFR §§ 115.700-115.702, 115.800 

Procedure. 

Responsibility 

BIA 

OTFM 

Procedure 

I. Initiate the procedures to open a tribal account when funds 
are received and a tribal account does not exist. Only the 
types of funds described in 25 CFR § 115.702 will be 
accepted to open a tribal trust account. 

1. Open an account upon request from the BIA or upon 
verification of need. Ensure foods type may be accepted 
into the trust system as outlined in BIA step- I above. If the 
funds type cannot be accepted into the trust system, work 
with the appropriate staff including, but not limited to, the 
OTFM Director's Office and the Office of the Solicitor to 
re-direct the funds as appropriate. If funds may be accepted 
into the trnst system, then post funds to the new tribal trust 
account. 

2. Request from the tribe the names, titles and addresses of 
individuals who are to receive statements of performance 
for the new tribal tmst account(s). The OTFM will mail 
statements on a monthly basis. Upon the request of the 
tribe, the OTFM will work with a tribe to provide 
statements on a different schedule. 

3. Request from the tribe a tribal resolution that identifies the 
names and titles of individuals authorized to: 
a. Initiate deposit of trust funds into the tribal trust 

account; 
b. Request withdrawals or transfers of trnst funds from the 

tribal trust account; and c. Provide tribal 
investment inshi.1ctions. The OTFM retains discretion 
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to invest the funds in specific securities. Upon receipt, 
the funds will be invested in the overnight government 
money market pending longer term investment 
instructions from the tribe. 

4. Forward a copy of the tribal resolution(s) described in 
OTFM step-3 above to the appropriate BIA officials. 

5. File the information received in OTFM steps-1 through 3 
above in the appropriate tribal folders. 
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Background. This section discusses the BIA's and the OTFM's responsibilities as they relate to 
requests for withdrawals (including transfers) of trust funds from tribal trust accounts. For 
withdrawals pursuant to 25 CFR Part 1200 (The American Indian Trust Fund Management 
Refonn Act of 1994), forward all documents to lhe OTFM for processing. All other a·ibal 
requests for withdrawals or transfers inust include a properly con1pleted standard £01111 1034 (SF-
1034) or BIA-4285 (for transfers to supervised and estate accounts for example) and an attached 
tribal resolution authorizing the transaction. The BIA's signature on the disbursement or transfer 
request indicates that the disbursen1ent complies with all applicable laws and requiren1ents, the 
use and distribution plan and related budgets, and is signed by the properly authorized tribal 
officials. The BIA tnust approve by signahll'e all disbursen1ent requests fro111 judge111ent fund 
accounts. The BIA n1ust review all disbursement requests fron1 no11-judge111ent fund accounts by 
signature acknowledg111ent. Disburse1nent or transfer transactions will be reflected on the 
state1nent ofperfonnance. 

Cross Reference. 25 CFR §§ 115.815-115.817; 25 CFR Part 1200 
25 USC§§ 4001 et seq. 

Procedure. 

Responsibility 

BIA 

Procedure 

1. Maintain a list ofna1nes of the authorizing tribal officials 
with their sample signatures (including a copy of the tribal 
resolution giving the1n authorization), the use and 
distribution plans (or other requiren1ents) and any budgets 
for use as reference when approving a tribal disburse1nent 
or transfer requests. 

2. Forward to the OTFM in1111ediately all docu1nents received 
for withdrawals or transfers under 25 CFR Part 1200. All 
other written withdrawal or transfer requests (SF-1034 
and/or BIA-4285) submitted by the tribe must contain: 
a. The signatures of the proper authorizing tribal and BIA 

official(s); 
b. The a111ount of trust funds to be withdrawn or 

transferred; 
c. All docu1nentation or infonnation as required by 

applicable law in order to withdraw or transfer such 
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OTFM 

funds; 
d. The tribal budget, as applicable; 
e. The tribal resolution approving the withdrawal or 

transfer of a specified a1nount of trust funds; and 
f. All instructions on how and where (wire or check) to 

send the funds or transfer the securities. 

L_Review the request for completeness 1 accuracy and 
co1npliance with all applicable laws and any budgetary 
li1nitations. Consult with the Office of the Solicitor as 
necessary. 

L_Notify the tribe within ten (JO) business days of the receipt 
of the request if the request will be delayed or denied. 

LProvide technical assistance to the tribe to address any 
deficiencies in the request. 

§.,__Approve the request by signing SF-1034 or BJA-4285, or 
attach a signed approval 1ne1110 referencing the request 
stating that it is in con1pliance with applicable laws, plans, 
court orders, etc. 

L.___Submit the completed and approved withdrawal and/or 
transfer package to tl1e OTFM for processing. 

1. Receive requests for withdrawals pursuant to 25 CFR Part 
1200 and notify tl1e tribes that the requests have been 
received and will be processed under tin1e fra111es 
established in 25 CFR Part 1200. 

2. Receive disbursement request (SF-1034 or BIA-4285) 
approved by the BIA and review the request for 
co1npleteness and accuracy. Requests 1nust co1nply with all 
applicable laws, plans, budgets, etc. and contain all required 
approval signatures. See BIA step-2 above. 

3. Review syste1n balances· to ensure that there are sufficient 
funds for the atnount of the withdrawal. Disbursen1ent 

·( Formatted: Bullets and Numbering ) 
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requests will not be processed if releasing the funds will 
result in an overdraft. 

4. Notify the tribe and the BIA within ten (10) business days 
of the receipt of the request if the request will be delayed or 
denied. 

5. Provide technical assistance to the tribe and the BIA as 
appropriate to address any problen1s with the request. 

6. Process requests for disbursements within one (1) business 
day after receipt of all necessary documents and approvals. 
Process requests for free deliver securities within three (3) 
business days. 
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Background. It is the practice of the OTFM, when possible, to electronically transfer funds to a 
tribe's non-trust account per the tribe's instn1ctions. However, the OTFM does, and will 
continue, to make distributions through Treasury checks. A Treasury check is negotiable for one 
(1) year from the date printed on the check. If the Treasury check is not cashed within one (1) 
year of the check being issued, the check will be canceled by the U.S. Department of the 
Treasury, and through the Intra-governmental Pay1nent and Collection (IPAC) system, canceled 
check a1nounts will be returned to the OTFM and posted to the appropriate account. Treasury 
often takes an additional three (3) inonths after canceling the check to issue a credit to the 
OTFM. The entire process frotn check issuance to final crediting to the account talces 
approximately fifteen (15) months if a stop-payment request has not been processed. This 
process is referred to as "Litnited Payability Cancellation.n A Treasury check 1nay also be lost, 
stolen or da111aged. In these instances, the check can be canceled and the an1ount reissued. If the 
check that was lost, stolen or datnaged is older than one (1) year, then the check has already been 
canceled by the Treasury through a Limited Payability Cancellation as explained above. If a 
check that had been reported lost, canceled and re-issued is cashed, Treasury will issue the 
OTFM a payment over cancellation. A pay111ent over cancellation is sin1ilar to a debit voucher 
issued by a bank. It withdraws the fl1nds from the OTFM that were previously credited when the 
check was canceled. The OTFM then has to book a disburse1nent to the account fro1n which the 
original check was drawn. This second disburse111ent can result in an overdraft or a depletion to 
the accounts that belongs to other per capita recipients whose whereabouts are unknown. 
Therefore, when a check cancellation\stop payn1ent is requested, the payee must certify in 
writing that he or she will not cash the first check if it is found and will return the first check to 
the closest OTFM office either in person or by certified 1nail. Also, it is itnportant to understand 
that canceling a check will not prevent it fron1 being cashed as private sector banks cannot 
detennine whether a check has been canceled by Treasury. 

Cross Reference. 25 CFR §§ 115.819-115.820 

Procedure. 

Responsibility 

BIA 

Procedure 

1. Requests for cancellations of checks should be referred to 
the OTFM. 

NOTE: Instances of. or apparent instances of, check fraud, 
corruption, and abuse activities should be itn111ediately 
reported to the OTFM with all supporting docu1nentation. 2. 

Approve check re-issuance requests by signing 



INTERAGENCY PROCEDURES HANDBOOK: MANAGEMENT OF TRUST FUNDS DERIVED FROM 
ASSETS AND RESOURCES ON TRUST AND RESTRICTED INDIAN LAND 

'"'HAI1TER S TRIBAL TRUST ACCOUNTS PAGE 2 of3 
SECTION 5-6 

UBJECT UNCASHED, LOST, STOLEN OR DAMAGED TREASURY CHECKS 

EFFECTIVE DATE July 8, 2002 

REVISION DATE 

OTFM 

(approving) the SF-1034 or BIA-4285 (supervised account 
holder transfers). The SF-1034 must include the payee 
name and address (see sections 5-5 and 6-4). The tribe is 
not required to sign the re-issuance SF-1034/BIA-4285 or 
sub1nit another copy of the resolution as the original per 
capita payout documentation should be filed in the 
appropriate tribal folder. 

1. Receive requests to cancel checks that were lost, stolen or 
damaged and: 
a. Detennine if the check was issued more than one (1) 

year prior to the cu1Tent date. If the check was issued 
1nore than one (1) year prior to the current date, 
proceed to the OTFM step-2. Iftl1e check was issued 
within one(!) year of the current date, proceed to the 
next step. 

L_ Obtain a written state1nent from the payee that states 
the requester/payee will not cash the first check and 
will return the check to the OTFM. Requests must be 
signed by the requester/payee (see definition of account 
holder or payee signature). 

;:,__Process requests by completing a Standard Form-1184 
(SF-1184) and entering it into the Treasury's PACER 
Syste1n. If the check has not been negotiated, proceed 
to OTFM step-4. If the check is negotiated, proceed to 
OTFM step-3. 

2. If the requests are received to cancel checks that were 
issued one (1) year or n1ore prior to the cun·ent date: 
a. Detennine if the check was canceled through the 

Lhnited Payability process or if the check was 
negotiated by accessing Treasury's PACER Syste111. 

lL_Ifthe check was canceled through the Limited 
Payability process, locate the account with credit/funds 
and proceed to OTFM step-5. 

If the check is negotiated, proceed to OTFM step-3. 
3. If the check was negotiated, and: 

a. It is one ( 1) year or less fro1n the date the check was 
issued, Treasury will provide: 

·- -j Formatted: Bullets and Numbering ) 
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i_ A copy of the negotiated check to the 
requester/payee; and 

ii. The claim form to the OTFM to provide to the 
requester/payee. Assist the requester/payee in 
co111pleting and filing the clain1 fonn with 
Treasury. 

b. If it is more than one (I) year from tl1e date of check 
issuance, provide requester/payee with a copy of the 
negotiated check and upon request provide assistance 
to the requester/payee in contacting the proper 
investigato1y officials. 

4. Post funds received fro111 Treasury for canceled checks to 
the appropriate account. 

5. After funds are received fron1 Treasury for any canceled 
checks, re-issue the checks upon receipt of a properly 
completed SF-1034 or BIA-4285 (see section 5-5). 
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Background. This section provides the procedures for processing uncashed, returned tribal per · 
capita payments, or payments that were not mailed due to an invalid address at the time of 
issuance. Per capita payments due to individuals whose whereabouts are nnknown will be 
transferred to a "returned per capita account." (Per capita funds due to account holders with 
supervised accounts must be deposited into their IIM account even if the accotmt holder's 
whereabouts are unknown.) Per capita payments will be made as individuals are located. After 
an account holder is located, a check will be issued for the appropriate per capita payment(s) 
owed to the account holder with applicable interest. If the whereabouts of the intended 
recipient(s) remain unknown for a period of six (6) consecutive years, the tribe may apply to 
have the funds returned to the tribe pursuant to 25 USC§ 164, Pub. L. 87-283, § 1, Sept. 22, 
1961, Stat. 584. This law applies to both judgment per capita and tribal per capita payments. 
The six ( 6) year time frame does not begin to run for minor per capita recipients until they reach 
the age of majority. If within the six (6) year time frame, a current address for the individual per 
capita recipient is received by the OTFM, the per capita payment will be made with applicable 
interest. A statement of performance for the returned per capita account is sent to the tribe. 

Cross Reference. 25 CFR §§ 115.818-115.820 

Procedure. 

Responsibility 

BIA 

OTFM 

Procedure 

1. Take reasonable action to locate the individuals entitled to 
receive the per capita funds by utilizing electronic search 
tools and working with the OTFM and the tribe. Provide 
instructions to the OTFM to reissue per capita payments to 
the respective individuals with applicable interest by 
completing standard form 1034 (SF-1034) and forwarding 
the form to the OTFM. See section 5-5. 

I. Post any uncashed per capita payments to the returned per 
capita account after the Treasury credits the funds to the 
OTFM or at the time of issuance for recipients lacking valid 
addresses. Deposit any per capita payments that have been 
returned as undeliverable and post the funds to a returned per 
capita account where the funds will be held until the tribal 
member is located. 
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2. Notify the tribe of the names of tribal members whose 
checks have been returned or whose whereabouts were 
unknown at the time of issuance. Provide further 
explanation to the tribe that the proceeds will be credited to 
the returned per capita account and the tribe will receive a 
statement of perforniance for that account. 

3. Take reasonable action to locate the individuals entitled to 
receive the per capita funds by utilizing electronic search 
tools and working with the BIA and the tribe. 

NOTE: If the whereabouts of the intended recipient is 
unknown for a period of six (6) consecutive years, the tribe 
may apply under 25 USC§ 164, Pub. L. 87-283, Stat. 584 
(1961 ), to have the unclaimed per capita payments and the 
applicable interest earned returned to the tribe. However, 
before funds are disbursed to the tribe, the tribe must show 
that diligent efforts have been made to locate the intended 
recipient of the funds. 
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Background. Thi.s section discusses the BIA's and the OTFM's respective roles in the 
preparation and the approval of use ai1d distribution plans required by statutory language, 
congressional directives, court orders, court approved settlements, settlement agreements, 
regulations, or bond or loan payments. 

Cross Reference. 25 CFR §§ 115.806(a) & (b), 115.812-115.817 
25 CFR Part 87; 25 USC§ 1401 

Procedure. 

Responsibility 

BIA 

OTFM 

Procedure 

I. Assist the tribe in the development of the use and distribution 
plan (or other requirement) when the tribe requests assistance or 
when such assistance is directed by Congress, statute or court 
order. 

2. Accept submitted use ai1d distribution plans (or other 
requirement) for the use of tribal tJust funds. The submission 
must include an attached tribal resolution. 

3. Act on the proposed use and distribution plans (or other 
requirement) within the time period established by Congress, 
statute, or court order, or within thirty (30) days of receipt when 
no time period has been established and: 
a. Work with the tribe to make any necessary corrections to 

the plan (or other requirements) if the plan is not approved 
by the BIA; or 

b. Fo1ward the plan to Congress for approval (if required) 
after the BIA approves the plan (or other requirement); and 

c. Notify the tribe of the approval; and 
d. Fo1ward a copy of the plan (or other requirements) 

approved by the BIA and Congress (if needed) to the 
OTFM with a copy of the tribal resolution attached. 

4. File a copy of the approved plan (or other requirements) and 
the tribal resolution. 

I. Receive the approved use and distribution plan (or other 
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requirements) and the attached tribal resolution from either the 
BIA or directly from the tribe. 

2. File a copy of the approved plan (or other requirements) and the 
attached tribal resolution in the appropriate tribal folder. 
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Background. This section discusses the responsibilities of the OTFM and the BIA regarding the 
address ofrecord (statement address), tax reporting address, and disbursement address that may 
differ from the address ofrecord for IIM accounts. It is the account holder's responsibility to 
notify the OTFM and/or the BIA of a change of address. However, great care must be taken 
before accepting an address or change of address. Allowing an unauthorized individual to 
change an account holder's address could result in the loss of fonds for the account holder as 
they would no longer receive checks, account statements, or tax forms. Because of this high 
risk, addresses cannot be taken over the phone as the identity of the caller cannot be confirmed. 
Addresses ofrecord may be different than addresses for disbursements or for tax reporting. 

Cross Reference. 25 CFR §§ 115.101, 115.406-115.411 
OTFM PRO 98-001 

Procedure. 

Responsibility 

BIAandOTFM 

Procedure 

1. If you receive a phone request to submit or change an 
address, explain that an address cannot be taken over the 
phone and that the caller may visit the nearest OTFM or 
BIA office or mail the information for their address to their 
local agency. Requests can be made in memo form or by 
completing Form OTFM 01-006 (see Appendix D). The 
requester's signature must be notarized or witnessed by a 
DOI employee. 

2. Receive an address for IIM accounts from the: 
a. Probate Order: The probate order will be used to issue 

statements and disburse funds when an unrestricted 
account balance reaches the predetennined threshold 
only if the BIA Officer-in-Charge has approved/signed a 
"Permanent Authorization" Form 5-4249 (Form OTFM 
01-005 also in use) for funds to be disbursed to the 
account holder. If a probate address is different from an 
existing address, the OTFM will research the account 
records and other available information to determine 
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which is most current. 
b. BIA Officer-in-Charge for Supervised Accounts: The 

BIA Officer-in-Charge will provide to the OTFM the 
addresses for statements, tax reporting purposes and 
disbursement requests. Only the custodial parent, the 
legal guardian, or an emancipated minor may provide the 
BIA with an address. Current custodial or guardianship 
court orders from a court of competent jurisdiction must 
be on file at the BIA and the OTFM. 

c. Ce1tified Judgment Per Capita Roll: Address information 
received (generally received on electronic files directly 
from the tribe) when establishing supervised accounts for 
a judgment per capita will be used to issue statements. 
When a disbursement is requested, the BIA Officer-in
Charge will confirm the address for statements, tax 
reporting purposes and disbursement requests. 

d. Unrestricted Account Holder or Power of Attorney: 
Address information can only be accepted if the account 
holder or the authorized representative submits the 
address in person and provides verifiable photo 
identification (make a copy for the files) or by mail and 
the signature is either notarized or witnessed by a DOI 
employee (see definition of account holder/ payee 
signature). If the account holder's Power of Attorney is 
requesting an address change, DOI employees must be 
certain to request a copy of the Power of Attorney 
document (see section 6-8). 

e. Tribal Per Capita Roll: Address infonnation received 
when establishing supervised accounts for a tribal per 
capita will be used to issue statements. When a 
disbursement is requested, the BIA Officer-in-Charge 
will confirm the address for statements, tax reporting 
purposes and disbursement requests. 

3. Verify the identity of the individual who is making the 
request to change the address as the authorized representative of 
the account holder. After verification of the authorized 
representative's identity, verify the account holder's information 



INTERAGENCY PROCEDURES HANDBOOK: MANAGEMENT OF TRUST FUNDS DERIVED FROM 
ASSETS AND RESOURCES ON TRUST AND RESTRiCTED INDIAN LAND 

~HAPTER 6 INDIVIDUAL INDJAN MONEY (IIM) ACCOUNTS-GENERAL PAGE 
SECTION 

3 of 4 
6-4 ~UBJECT ADDRESSES 

EFFECTIVE DATE July 8, 2002 

REVISION DATE 

OTFM 

by requesting the account holder information detailed in BIA 
and OTFM step-4 below. 
4. Verify the identity of the account holder by requesting the 

following information: 
a. The requester's name, address, and their relationship to 

the account holder; 
b. The account holder's name; 
c. The account number; and 
d. At least two of the following: 

i. The account holder's address; 
ii. The account holder's date of birth; 
iii. The account holder's social security number; 
1v. The account holder's tribal enrollment number; or 
v. The approximate date and amount of the last check 

received. 

5. Fo1ward all properly completed address updates to the 
OTFM and the BIA as appropriate. 

1. Receive requests to update addresses. 

2. Review each request to ensure that it is in accordance with 
BIA and OTFM step-2 above. 

3. Request any and all corrections or clarifications from the 
individual making the request. For example, ifthe BIA 
receives a request from an account holder to update an 
address and the BIA forwards the request to the OTFM, bnt 
the signature is not notarized or witnessed, then the OTFM 
will need to c01mnunicate directly with the account holder to 
have his or her signature notarized. 

NOTE: Addresses for account holders that are to be sent "in 
care of' the BIA or the OTFM offices or employees 
generally are not acceptable. Prior approval of the Deputy 
Commissioner of Indian Affairs must be obtained before an 
address can be "in care" of the BIA. If the BIA is the trust 
estate administrator (there is no outside trust estate 
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administrator appoiuted), the addressee for estate accotmts is 
the BIA Probate Specialist (not "in care of' the BIA). If the 
BIA, upon approval of the Deputy Commissioner ofindian 
Affairs, is designated as the guardian or is in charge of the 
financial affairs for the account holder then the BIA is the 
intended recipient of the statements of performance, tax 
documents, and disbursements. 
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Background. This chapter discusses the procedures to be used to con·ect adtninistrative errors 
in IIM accounts. If the error is discovered within the time limits described below and corrected 
as outlined below. notification (Kennerly Process) to the account holder is not necessary. The 
account holder 1nust be notified of all other errors and co1Tective action 1nust be taken in 
accordance with section 13-1 (Kennerly Process). Both the BIA and the OTFM must adhere to 
the process outlined below. Under no circumstances will an IIM account be overdrawn to 
con·ect an ad1ninistrative error. 

Cross Reference. 25 CFR §§ 115.600 et seq. 

Procedure. 

Responsibility 

BIA 

OTFM 

Procedure 

1. Forward requests to the OTFM to reverse an ad1ninistrative 
error if the: 
a. Error is discovered in the sa1ne nlonth in which the error 

occurred; and 
b. Funds have not been disbursed; and 
c. State1nents have not been generated. 

NOTE: H.equests inust include docu1nentation showing the 
original error and the proposed correction. 

2. Respond to the OTFM requests for any and all clarifications 
and corrections within three (3) business days. 

1. Receive requests to process any adn1inistrative error 
corrections fron1 the BIA or the OTFM. 

2. Process the correction (reversal) if the: 
a. Con·ection(s) are inadc in the same 1nonth that the error 

occun·ed; and 
b. Funds have not been disbursed; and 
c. Statetnents of perfonnance have not been generated. 

NOTE: Corrections 1nust account for the interest in1pact on the 
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processing of the interest distribution 
L_Request any and all clarifications and corrections fron1 the .. · 

BIA and the OTFM as necessary, 

NOTE: An example of an ad1ninistrative error correction 
would be when the BIA discovers that a lease distribution 
that interfaced the night before is incorrect. Upon providing 
notification the following morning, the OTFM will void tl1e 
checks and cancel the direct deposit pay111ents resulting 
from the distribution and process a reversal of all 
transactions associated with the erroneous distribution. 

4, Contact the BIA Officer-in-Charge and determine the 
appropriate next steps, including notifying the appropriate 
parties, if an adtninistrative error is discovered in processing 
the transaction. 
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Background. This section discusses IIM accounts in general, how they are established, what 
types of funds may be placed into an IIM account, and what documentation is necessaiy to 
establish an account. Generally adults have only one IIM account. A second account will be 
established if the account holder has an interest in a life estate. Adults whose accounts are 
supervised and minors may have more than one account if they have lease income and are also 
entitled to a tribal or judgment per capita payment or an interest in a life estate. 

Accounts: Accounts are established for individuals who have an interest in income producing 
tlust assets. All accounts must be established using legal names. Any changes to account names 
once an account is established must be based on legal documentation. The OTFM and the BIA 
must exchange the legal documentation for name changes so that respective systems (TFAS, 
IRMS, TAAMS, etc.) reflect the same naines. "Also Known As"(AKA) names can be added to 
the account record with supporting documentation to use for informational purposes. If an 
account is established with only the minimum information (see BIA step-I), the OTFM will not 
be able to process disbursements, mail statements of perfonnance, or mail tax information to the 
account holder. The OTFM will forward all tax information to the IRS. When an estate 
distribution includes both lease funds and judgment funds, those monies may be connningled 
into one lease account. 

Voluntarv Holds and Deposits: Individuals may leave funds on deposit in their IIM accounts 
indefinitely (a voluntary hold), unless the account holder is non-Indiai1 (life estate and foreslly 
accounts-fee interests). If an account holder wants to leave their funds on deposit in their IIM 
acc01mt, the account holder must make an affirmative request for a voluntary hold. Funds in 
non-Indian life estate accounts and fee interest forestry accounts will be disbursed as soon as the 
account reaches the pre-determined threshold or as required by the document creating the life 
estate. An account holder may not deposit funds into an IIM account or redeposit money into an 
IIM account once the funds have been withdrawn from the account. However, an account holder 
may redeposit funds withdrawn from the account if the BIA or the OTFM erroneously disbursed 
the funds. 

Estate Accounts: Generally, it is the OTFM's responsibility to ensure that required 
documentation is on file for an IIM account. The BIA should assist the OTFM with collecting 
required documentation and information. The exception to this general rule is for supervised 
accounts. The BIA must provide appropriate documentation to the OTFM, including but not 
limited to addresses and names of custodial parents and guardians. If it is determined that a 
deceased account holder has heirs, but it cannot be established how many heirs exist or what 
their names are, the estate account will remain open until a final order is received. 
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Tribal Per Capita: If a tribal resolution states that tribal per capita dollars are to be managed 
under IIM regulations (there are no restrictions on the use of these dollars) the tribal per capita 
dollars may be commingled with existing lease account funds for supervised account holders. If 
a tribal resolution restricts the use of funds, a separate acconnt will be opened for individuals 
whose accounts are supervised. For tribal per capita payments, an IIM account will be 
established to receive the single tribal per capita payment that was issued subsequent to the 
individual's death. When tribal per capita payments are made to supervised account holders, the 
funds will be deposited into an IIM account or a new IIM account will be established as 
appropriate, including those supervised account holders whose whereabouts are unlmown. 
Tribal per capita funds for unsupervised account holders whose whereabouts are unknown must 
be posted to a returned tribal per capita account pending the location of a valid address for the 
recipient. 

Judgment Per Capita: Judgment per capita IIM accounts must be established for individuals 
whose accounts are supervised (minors, adults non compos mentis, adults in need of assistance) 
including those individuals whose whereabouts are unknown. An IIM account must be 
established for judgment per capita payments for individuals who were entitled to the payment 
but die prior to issuance. The judgment per capita payment cannot be commingled in an existing 
lease account. Multiple judgment per capita payments to an individual may be commingled in a 
single judgment per capita account if the prescribed uses for the funds are consistent. 

Cross Reference. 25 CFR§§ 115.101-115.103, 115.418, 115.500-115.501, 115.701-115.702 

Procedure. 

Responsibility 

BIAandOTFM 

BIA 

Procedure 

1. Initiate the procedures to open an IIM account when fonds 
are received and an IIM account does not exist. Only the 
types of funds described in 25 CFR § 115.702 will be 
accepted into the trust system. 

1. Provide the following information/documents to the OTFM. 
An asterisk(*) indicates that the particular item is 
information that is required to establish an account: 
a. * Legal name of the account holder. 
b. * Receipt of all documentation that supports the 
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establishment of an JIM acconnt. Examples include but 
are not limited to the following: 
1. A copy of Probate Order. 
11. A copy of deed issued pursuant to land sale. 
m. A copy of Use and Distribution Plan for Judgment 

Per Capita accounts for non compos mentis, minors 
and adults in need of financial assistance accounts. 

1v. The first page and signature page of a lease/contract. 
v. The trespass notice or a notice of non-perfmmance 

of the lease/contract tenns. 
c. *Account number (see Appendix E). 
d. Tribal enrollment or membership certificate (ID). 
e. Completed W-9 fonn for non-judgment accounts or for 

judgment per capita accounts with funds left on deposit 
in a voluntaiy hold status after a minor account holder 
reaches the age of majority. A social security number 
may be used in the system when it is received from a 
certified judgment per capita roll. If a social security 
number is not received, interest income in the acconnt 
may be snbject to backup withholding. 

f. Addresses for: 
i. Statements ofperfomrnnce (the address ofrecord); 
ii. IRS reporting (the address ofrecord unless otherwise 

instructed); and 
iii. Disbursements (the address can vary). 

NOTE: For supervised accounts, this information 
must be received from the BIA (see section 6-4). 

g. Birth certificates for minor account holders. The birth 
certificate is only utilized to establish birth date. It 
cannot be used to establish a custodial parent. The birth 
dates received from certified judgment per capita rolls 
may be used in the system for informational purposes, 
but birth dates must be confirmed with a birth certificate 
before an account holder has reached the age of majority 
and has unrestricted access to his or her fl.mds. h. 

For accounts that are to be supervised, the BIA must 
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provide the following information: 
i. Proof of notification (Kennerly) regarding a decision 

to supervise the adult account holder must be on file 
before the account can be placed in a supervised 
status. 

ii. Guardianship Order, if applicable (mandatory ifthe 
account holder is non compos mentis). 

iii. Address of record for receipt of statements of 
performance and for tax reporting. 

1v. Distribution plans for disbursements. See section 8-
1. 

NOTE: An account will be established for a judgment or 
tribal per capita payment ifthere has been a tribal 
determination that the account is to be coded adult non 
compos mentis or adult in need of assistance and the 
individual has no existing IIM account. In order to 
support the continued supervision of the account, the 
BIA needs to request that tribes provide copies of the 
documentation supporting the need for supervision 
within thirty (30) days of the establishment of the 
account to verify the need for continued supervision of 
the account. The tribe should be notified that if the BIA 
does not receive this documentation, it will request that 
the OTFM remove the restriction. 

OTFM I. Open an IIM account upon receipt of the required 
documentation as outlined in BIA step- I above. 

NOTE: An example of instances where funds cmmot be 
disbursed is when there is no: 
a. Account bolder address; 
b. Distribution instrnctions, or an inadequate distribution 

plan; or 
c. Birth certificate on file and the minor is turning "of age" 

and would like unrestricted access to his or her fonds. 

2. Based upon the documentation received from the BIA: 



INTERAGENCY PROCEDURES HANDBOOK: MANAGEMENT OF TRUST FUNDS DERIVED FROM 
ASSETS AND RESOURCES ON TRUST AND RESTRICTED INDIAN LAND 

CHAPTER 6 INDIVIDUAL INDIAN MONEY (IIM) ACCOUNTS-GENERAL PAGE 
SECTION 

5 of 5 
6-1 UBJECT OPENING ACCOUNTS 

EFFECTIVE DATE July 8, 2002 

REVISION DATE 

a. Place the appropriate minor account type coding and any 
optional categories on the account; 

b. Set up a name and address record; 
c. Set up the necessary statement tickler; and 
d. Set up all disbursement/receipt/transfer tickler(s). 

3. Request a copy of any missing documentation from the 
account holder or the authorized representative, or when an 
account is supervised a copy of missing documentation must 
be requested from the BIA social service worker. Form 
OTFM 01-004, may be used for this purpose (see Appendix 
D). 
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Background. This section discusses the BIA's and the OTFM's acceptance of Powers of 
Attorney and how they will be treated when presented to access information and/or funds from 
an account holder's account. There are basically two types of Powers of Attorney: general and 
durable. A durable Power of Attorney should contain wording that the Power of Attorney will 
remain in effect if the principal becomes incapacitated after it becomes effective. If conflicting 
Power of Attorneys are received by a DOI employee, the account holder will have to·clarify or 
revoke one of the conflicting Power of Attorneys. A Power of Attorney will not be accepted for: 

1. An account holder who executes a Power of Attorney after being declared to be non 
compos mentis by a comt of competent jurisdiction. If an acconnt holder has signed a 
durable Power of Attorney with wording to the effect that if the account holder 
becomes incapacitated, the Power of Attorney remains in full force, then the Power of 
Attorney may be recognized pending court proceedings and a court order. 

2. An account holder where reliable documentation exists indicating that there is a 
question as to the account holder's mental capacity at the time of the granting of the 
Power of Attorney, snch as a medical report. In such cases the Power of Attorney 
will be sent to the Solicitor's Office for review. The account holder and the 
individual holding the Power of Attorney should be referred to social services for 
further assessment. 

After Solicitor review, there may be instances where social services must work with the Power 
of Attorney to develop a distribution plan as outlined in section 8-1. 

Procedure. 

Responsibility 

BIAandOTFM 

Procedure 

1. Receive and review Powers of Attorney. Before a Power of 
Attorney is effective, it must be properly executed. A 
Power of Attorney must: 
a. Comply with the state law where it was executed; 
b. Be completed as instructed; 
c. Contain the notarized signature of the account holder; 

and 
Include a dated signature of a witness, if required under state 
law. 



INTERAGENCY PROCEDURES HANDBOOK: MANAGEMENT OF TRUST FUNDS DERIVED FROM 
ASSETS AND RESOURCES ON TRUST AND RESTRICTED INDIAN LAND 

CHAPTER 6 INDIVIDUAL INDIAN MONEY (UM) ACCOUNTS-GENERAL PAGE 
SECTION 

2of3 
6-8 'UBJECT POWER OF ATTORNEY 

EFFECTIVE DATE July 8, 2002 

REVISION DATE 

OTFM 

2. In addition to the requirements above, ensure that the: 
a. Power of Attorney is in effect. Powers of Attorney may 

be worded such that the granting of the powers is 
triggered by an event such as the incapacitation of the 
account holder. 

b. Powers granted include the ability to access the IIM 
account. The Power of Attorney instrument does not 
have to specifically list the IIM account. Wording such 
as "all trust transactions" or "all financial institution 
transactions" may include the IIM account. 

3. Forward the Power of Attorney to a Solicitor ifthe Power of 
Attorney is in accordance with BIA and OTFM step-I 
above. If the Office of the Solicitor detennines that the 
Power of Attorney is valid, then make a note on the Power 
of Attorney document that provides the Solicitor's name, 
date, opinion and any special instructions, as applicable. 

1. Receive the Solicitor's Office approved Powers of Attorney 
from the BIA, with the appropriate notations (see BIA step-
3 above). 

2. Receive the Powers of Attorney from the individual holding 
the Powers of Attorney. Review and forward the Powers of 
Attorney to the Solicitor if it is in accordance with BIA and 
OTFM step-1 above. 

3. Process the Solicitor approved Powers of Attorney as 
follows: 
a. Send a statement of performance to the account holder; 
b. Send a statement of performance to the Power of 

Attorney; 
Send checks to the Power of Attorney with the account holder as 

the payee or to a third party service provider; and c. 
Directly deposit funds into a checking or a 

savings account established in accordance with 
applicable state law where the account holder is named 
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on the account. You may direct account holders and 
the Power of Attorney to contact their banking 
representative for assistance. 

NOTE: For unrestricted accounts, Solicitor approved 
Powers of Attorney may: 
a. Request funds and third-party payments; 
b. Change addresses; and 
c. Request that all funds be held in the IIM account in a 

voluntary hold status or provide disbursement 
instructions. Absent a request for a voluntary hold, 
funds will be automatically disbursed once the account 
balance reaches a predetermined threshold. 

4. Take reasonable action to locate the individual by utilizing 
electronic search tools and working with the BIA and the 
tribes if correspondence or disbursements are returned after 
being sent to either the account holder or the Power of 
Attorney. 
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Background. This section discusses the type ofIIM account information that may be released 
and to whom the information may be provided. This section outlines how to respond to the 
various inquiries received from the tribe or the public, including tribal credit programs and/or 
financial institutions. Heirs to estate accounts must contact the BIA Regional Director, 
Superintendent, or Field Representative. The procedures contained in this chapter for releasing 
account information do not apply to FOIA requests. All FOIA requests must be f01warded 
immediately to the FOIA officer. Questions about the applicability of the Privacy Act or FOIA 
should always be addressed to the designated Privacy Act/FOIA official and the Office of the 
Solicitor. 

Frequently the BIA and the OTFM are contacted by paiiies other than account holders for 
release of account information. The Privacy Act states, "No record contained in a system of 
records may be disclosed by any means of communication to any person, or to another agency, 
except pursuant to a written request by, or with the prior written consent of the individual to 
whom the record pertains." Exceptions to protection nnder the Privacy Act can be found at 43 
CFR § 2.56. All IIM account information is protected by the Privacy Act. The Freedom of 
Information Act (FOIA) cannot justify a disclosure that is barred by the Privacy Act. If a trust 
program is compacted or contracted, the tribe may have access to information that is covered by 
the Privacy Act. In that case, the information can only be used to perform the compacted or 
conh·acted functions. For example, if a tribe has compacted or contracted the Realty prograin 
and as a result has access to IIM account information (e.g., TFAS data and reports), the tribe's 
credit program does not have the authority to access the IIM account information. 

Every agency and office should follow the same procedures. If an umestricted account holder 
requests that information be released for bank:rnptcy proceedings, employees should comply with 
the request as long as the account holder's signature is notarized or witnessed by a DOI 
employee, and the request is specific to the information to be released. Requests for information 
for bankruptcy proceedings for supervised and encumbered accounts must be approved by the 
BIA Officer-in-Charge after consultation with and review by the Office of the Solicitor. 

Cross Reference. 25 CFR §§ 115.403, 115.424; 43 CFR §§ 2.45-2.79 
5 USC§ 552 
DOI FOIA/Privacy Act Handbook 

Procedure. 

Responsibility Procedure 
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B!AandOTFM WHO MAY HA VE ACCESS TO ACCOUNT 
INFORMATION: 
1. Account infonnation may be provided only to authorized 

individuals or organizations. Examples of authorized 
individuals or organizations would include: 
a. The account holder; 
b. The account holder's custodial parent (for minors) or the 

guardian (for minors and supervised adults); 
c. Any DOI employees who must have access to the 

records to perform their duties; 

NOTE: If you do not have access to TFAS, please 
contact OTFM's Security Officer in the Division of 
Trust Funds Systems to request access to the system. 
The system will allow inquiiy into an account's basic 
information, historical transaction detail, and cash 
balance information by either entering an account 
number or by entering the account holder's last name. 

d. Any other federal or state agency or tribal programs for 
which the account holder has given a written and 
notarized authorization or an authorization witnessed by 
a DOI employee specifying the information to be 
released; 

NOTE: When the OTFM receives an OMB approved 
form requesting account information for informational 
purposes pursuant to the Financial Disclosure Act, the 
form will be honored if it is signed/certified by an 
employee of that federal agency (SSA, SSI, etc.). 

A third party to whom the account holder has provided a written 
and notarized statement or an authorization witnessed 
by a DOI employee specifying the infom1ation to be 
released; e. Any other parties permitted access 
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to the information under the Privacy Act; and 
f. The account holder's Power of Attorney (see section 6-

8 regarding Power of Attorney). 

HOW MAY ACCOUNT INFORMATION BE ACCESSED: 

Telephone Requests: 
1. Upon receipt of a telephone inquiry requesting account 

infonnation and prior to releasing any information, verify 
the identity of the caller. Do not release any account 
information to the caller before the identity of the caller is 
confirmed. Log onto the Trnst Funds Accounting System 
(TF AS) and access the account information by entering the 
account number into the system or by searching the system 
for the last name of the account holder and then the first 
name. 

2. If you do not know the caller, verify the identity of the 
caller by asking the caller to provide: 
a. The caller's name, address, and their relationship to the 

acconnt holder; 
b. The account holder's name; 
c. The accotmt number; and 
d. At least two of the following: 

i. The account holder's address of record; 
ii. The account holder's date of birth; 
iii. The account holder's social security number; 
iv. The account holder's tribal enrollment number; or 

· v. The approximate date and amount of the last check 
received. 

NOTE: The responsibility of verifying the identity of the 
caller belongs to the employee who initially takes the call. 
Once the employee verifies the caller's identity, the 
employee may forwaTd the caller to another employee 
without further verification by the subsequent employee, but 
must inform the subsequent employee that the caller's 
identity has been verified. 
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Further, a notation identifying the caller and the type of 
information released must be made to the account holder's 
file when account information is released pursuant to a 
telephone request. The notation must include the name, title 
and telephone number of any employee who has referred the 
caller after verifying the caller's identity. If the caller is the 
parent, the guardian or the Power of Attorney, his or her 
name should be indicated in either the account record or the 
name and address record. 

3. If there is insufficient information on file to verify the 
infonnation provided by the caller over the telephone, or if 
you are not satisfied with the authenticity of the caller, 
instruct the caller to either submit the request in writing 
with his/her signature notarized or witnessed by a DOI 
employee. The DOI employee must include their title and 
business phone number for purposes of verification. The 
caller may also be advised to submit a written request in 
person to the nearest BIA or OTFM office with the proper 
identification. If the individual making the request is the 
parent, the guardian or the Power of Attorney, a copy of the 
birth certificate of the account holder, court order or Power 
of Attorney document should be enclosed with the request. 
If the individual making the request is the parent, the 
guardian or the Power of Attorney and intends to visit a 
BIA or OTFM office, he or she should be prepared to show 
the appropriate documentation to verify their identity. 
Additionally, the parent's, the guardian's or the Power of 
Attorney's name should be in the JIM account infonnation 
on TFAS. 

4. If the caller is not authorized to receive account 
information, then do not release any account information to 
the caller. 

5. Provide the information requested by the caller once the 
identity of the caller is verified. If the information requires 
research, then perform the research in a timely manner and 
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contact the caller upon completion of the research. If the 
research requires contact with other offices, advise the 
caller, then contact the other offices, maintain contact with 
those offices, and provide the caller with updates as to the 
progress of his/her request. Provide the caller with the 1-
888-0ST-OTFM (l-888-678-6836) number for their 
convenience in contacting the OTFM for future inquiries. 

Written Requests: 
1. Receive written requests for account information. Requests 

should be notarized or witnessed by a DOI employee. The 
DOI employee must include their title and business phone 
number for purposes of verification. If the requester is the 
parent, the guardian or the Power of Attorney, the request 
should be accompanied by a copy of the birth certificate of 
the account holder, a court order or the Power of Attorney 
document. 

2. Act on the request once the information contained in the 
written request is verified. If necessary, coordinate the 
gathering of information with other offices by responding in 
writing to the requester and by forwarding a copy of the 
response to the appropriate office. If the requester does not 
receive a response in a timely maimer, then the DOI 
employee should move up the chain of command until the 
request is answered. Keep the requester informed of the 
progress being made on his/her request. 

Third Party Requests: 
In order to release account infonnation to an authorized third 

party, there must be a Privacy Act release on file 
executed by the proper individual. Privacy Act releases 
are valid for one (1) year and must be renewed annually. 
The release must indicate: a. The specific 

information to be released; 
b. To whom the information should be released; 
c. How often the information should be released; ai1d 
d. The specific time period for which the release is valid, if 
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2. Releases should be notarized or witnessed by a DOI 
employee. The DOI employee must include their title and 
business phone number for purposes of verification. If the 
requester is the parent, the guardian or the Power of 
Attorney, the request should be accompanied by a copy of 
the birth certificate of the account holder, a court order or 
the Power of Attorney document. 

Walk in Requests: 
1. Verify the identity of the individual making the request 

through photo identification and that individual's 
authorization to access the account information. Acceptable 
photo identification includes a: 

a. Valid driver's license; 
b. Government issued identification card; or 
c. Photo identification card issued by the tribe. 

2. Talk with those individuals who do not have photo 
identification and obtain account information to confirm 
their identity. If an individual's identity or authorization to 
receive account information cannot be confirmed, do not 
release any account information. (See Telephone Request 
Section, step-2 above for a list of identity verification 
information). 

3. Act on the request once the identity of the requester is 
confirmed as being authorized to receive account 
information. If necessary, coordinate the gathering of 
information with other offices by responding in writing to 
the requester and by forwarding a copy of the response to 
the appropriate office. If the requester does not receive a 
response in a timely manner, then the DOI employee should 
move up the chain of command until the request is 
answered. Keep the requester informed of the progress 
being made on his/her request. 



INTERAGENCY PROCEDURES HANDBOOK: MANAGEMENT OF TRUST FUNDS DERIVED FROM 
ASSETS AND RESOURCES ON TRUST AND RESTRICTED INDIAN LAND 

HAPTER 6 INDIVIDUAL INDIAN MONEY (IIM) ACCOUNTS-GENERAL 

QUARTERLY STATEMENTS (ALSO REFERRED TO AS 
STATEMENTS OF PERFORMANCE) AND DEPOSIT ADVICE 

EFFECTIVE DATE July 8, 2002 

REVISION DATE 

PAGE 
SECTION 

I of 4 
6-7 

Background. The American Indian Trnst Fund Management Reform Act of 1994 (Refonn Act) 
inandates that state1nents of perfortnance be sent to each account holder on at least a quarterly 
basis. Like private sector banks, the OTFM issues quarterly state1nents of perfonnance on a 
staggered basis throughout the year. As a result not all of the IIM account holders are on the 
sa1ne quarterly cycle. The quarterly statement of perforn1ance will include: 1) Source, type and 
status of the funds; 2) beginning balance; 3) gains and losses; 4) receipts and disbursements; and 
5) ending balance. The only accounts for which staten1ents of perfonnance are not n1ailed are 
accounts that are in "whereabouts unknown" status or awaiting address confirmation. For all 
state1nents of perfonnance produced, a copy is electronically stored and, upon request, a 
state1nent can be retrieved and printed. Ensuring that all accounts have staten1ents of 
perfom1anCe issued to a responsible party is the final and most effective internal control for an 
organization, Each staten1ent recipient should be reviewing the state1nents of perforn1ance to 
ensure that receipts and disbursen1ents are accurate. If state1nent recipients have questions 
regarding transactions appearing on the qua1ierly state1nent, they may contact an OTFM office 
by calling 1-888-0ST-OTFM. The caller will be prompted for information in order to route the 
call to the appropriate party. If the account is supervised, the BIA social services office may also 
be contacted. Interim account inforn1ation 1nay be obtained by contacting the BIA or the OTFM. 
In addition to a qua1ierly statetnent, the OTFM n1ails notification that a direct deposit has been 
disbursed fron1 the JIM account per those instructions on file. Adults in need of assistance with 
assigned guardians and adults non conipos nientis n1ay not receive the state1nent directly unless 
authorized by the guardian. By regulation, a tninor cannot receive a state1nent ofperfor1nance 
directly. E1nancipated 1ninors n1ust receive their state1nents of performance. If the account 
holder is a ward of the court, and financial supervision has not been granted to an individual 
other than the court, then the court tnust receive the account holder's state1nent ofperfonnance. 
Additionally, if the: 

1. Account holder is an adult in need of assistance and does not have an assigned 
guardian. The OTFM will send the original state1nent of perforn1ance to the 
account holder and a copy to the BIA Officer-in-Charge. 

2. BIA has been appointed the guardian with the approval of the Deputy 
Con1n1issioner of Indian Affairs. The OTFM will send the original statetnent of 
performance to the BIA Officer-in-Charge. 

3. Account is an estate account. The OTFM will send the original state1nent of 
perfonnance to the personal representative of the estate, or ifa personal 
representative is not na1ned, the original state1nent of perfonnance will be sent to 
the BIA Probate Specialist. 
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4. Account is a life estate re111aindern1an account. The OTFM will send the original 
statement ofperfonnance to the BIA Probate Specialist. 

5. Account is a special deposit account. The OTFM will send the original staten1ent 
of perfonnance to the BIA Officer-in-Charge. 

Cross Reference. 25 USC§§ 4001 et seq. 
25 CFR Part 115 

Procedure. 

Responsibility 

BIA 

OTFM 

Procedure 

1. Review the quarterly state1nents of performance received 
from the OTFM. 

2. Provide the OTFM with the name and address of the trust 
estate adn1inistrator. If there is no tlust estate administrator, 
provide the name and address of the BIA Probate Specialist 
to the OTFM. 

L_Provide the OTFM with the name and address of the BIA 
Probate Specialist selected to receive state1nents of 
perforn1ance for Life Estate "R1

' re1nainder accounts. 

4. Request any and all transaction clarifications fro1n the 
OTFM. 

5. Work with the OTFM to locate account holders whose 
state1nents of perfonnance arc retu111ed as "whereabouts 
unknown." 

1. Send a quarterly statement of perfonnance to the address of 
record for the: 

a. Account holder and, where applicable, the Power of 
Attomey. b. Custodial parent, the legal 

[----·--··-·····---- --] 
·· Formatted: Bullets and Numbering --···-·-------------,.• 
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guardian, an emancipated 111inor, or an adult in need of 
assistance without an assigned guardian. The address 
must be provided by the BIA Officer-in-Charge and 
current custodial or guardianship court orders fron1 a 
court of co1npetent jurisdiction 111ust be on file with the 
BIA and the OTFM. If the account holder is a ward of 
the court, the court n1ust receive the quarterly state1nent 
unless the court has designated a third party to be 
responsible for the account holder's financial affairs. 

NOTE: It is acceptable to use the address of record 
provided by the tribe for per capita payments for 
staten1ent mailing purposes. 

c. BIA Officer-in-Charge for supervised accounts where 
the BIA is the guardian of the property/in charge of the 
financial affairs or where .an adult in need of assistance 
does not have a guardian. 

d. BIA Probate Specialist for estate accounts where the 
BIA has not provided trust estate ad1ninistrator na1ne 
and address. 

e. T1ust estate ad1ninistrator as provided by the BIA. 
f. BIA Officer-in-Charge for special deposit accounts. 
g. BIA Probate Specialist for all Life Estate "R" ren1ainder 

accounts. 

NOTE: Staten1cnts of perfonnance will not be sent "in care 
of' the BIA. 

2. Store all state1nents ofperfonnance produced in electronic 
fonn. 

3. Respond to the BIA requests for any and all transaction 
clarifications and con·ections. 

4. As state1nents of perfonnance are returned as "whereabouts 
unknown" take reasonable action to locate the individual by 
utilizing electronic search tools and working with the BIA 
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Background. This section discusses !IM account earnings information that must be reported 
annually (on a calendar year basis) to the IRS, via IRS Form 1099-INT, 1099-MISC (1099), or 
"For Infmmation Only" Form. In addition, this section discusses whether !IM account funds 
may be used to pay for tax preparation fees and associated filing fees. For all unrestricted 
accounts, the OTFM will send the appropriate IRS fonn directly to the account holder. 
Unrestricted account holders are responsible for any tax preparation fees and filing fees. 

For supervised accounts, the parent (for minors), the guardian, or the adult account holder who 
has not been appointed a guardian is responsible for tax return filing and will receive the 1099. 
If the !IM account holder is a ward of the court, the co mt is responsible for ensuring that a tax 
return is filed (and will receive the 1099) unless the court has named another paity (e.g., BIA or 
Tribal Social Services) as responsible for the financial affairs of the IIM account holder. If the 
account holder is deceased and the probate is before a deciding official, the probate deciding 
official is responsible for ordering the payment of taxes. BIA is responsible for informing the 
adult account holder without a guardian about how to obtain competent tax preparation 
assistance when the interest income reaches a taxable threshold. 

The OTFM will send tax information regarding !IM accounts as follows. Where the: 

1. Account holder is an adult in need of assistance and does not have an assigned 
guardian: The OTFM will send the original 1099 to the account holder and a copy 
to the BIA Officer-in-Charge. 

2. BIA has been appointed the guardian with the approval of the Deputy Commissioner 
oflndian Affairs: The OTFM will send the original 1099 to the BIA Officer-in
Charge. The BIA, as guardian, must obtain competent tax preparation assistance. 

3. Account is an estate account: The OTFM will send the original 1099 to the personal 
representative of the estate, or if a personal representative is not named, the original 
1099 will be sent to the BIA Probate Specialist to file with the deciding official. 

4. Account is a life estate remainderman account: The OTFM will send the original 
1099 to the BIA Probate Specialist. 

All funds used to pay for tax preparation fees and filing fees will be reported on the quarterly 
statement. If the OTFM does not have a valid social security number on file for an account 
holder, or is so instmcted by the IRS, the !IM account holder's interest income may be subject to 
backup withholding. Investment income on judgment per capita funds becomes taxable once the 
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IIM account holder reaches the age of majority unless the IIM account holder is found to be non 
compos mentis by a court of competent jurisdiction. Investment income from a judgment per 
capita account for an adult in need of assistance is taxable. 

Cross Reference. 25 CFR §§ 115.702, 115.710-115.713 

Procednre. 

Responsibility 

BIA 

25 USC§§ 1407, 501, 412, 412a, 117a, 117b 

Procedure 

1. Receive copies ofIRS Form(s) 1099-INT and/or 1099-
MISC and/or "For Information Only" Form (if an Osage 
Annuitant) for those accounts referenced in Backgrotmd 
section 1 through 4 above. 

2. Advise adult supervised account holders who have not been 
appointed a guardian how to obtain competent tax 
preparation assistance. 

NOTE: Where the BIA is appointed as the guardian, obtain 
competent tax preparation assistance. 

3. Include the cost of tax preparation fees (if any), filing fees 
and all taxes due in the supervised account holder's 
distribution plan (see section 8-1). This can be included in 
the initial distribution plan or the modified distribution plan. 
Disbursements should be made directly to the service 
providers. 

4. If an estate account is involved, and an emergency petition 
is sought to disburse funds from the estate account for tax 
preparation fees, filing fees or taxes, consult the Probate 
Handbook. Disbursements will be made directly to the 
service providers. 

5. Fotward the approved distribution plans and all deciding 
official approvals to disburse funds to the OTFM for the 
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OTFM· 

payment of tax preparation fees, filing fees and all taxes 
due. 

6. Respond to requests from the OTFM for clarification of the 
requests and conections as necessaiy. 

7. Provide the OTFM with the tlust estate administl·ator' s 
name and address. If there is no trnst estate administrator, 
provide the local BIA Probate Specialist's name and 
address. 

8. Place a copy ofIRS Fonn(s) 1099-INT and/or 1099-MISC 
and/or "For Information Only" Form (if an Osage 
Annuitant) in the probate file. 

1. Receive from the BIA approved distribution plans and 
deciding official approvals to disburse funds for tax 
preparation fees, filing fees and all taxes due and process 
the requests. Disbursements should be made directly to the 
service providers. 

2. Request any documentation necessary for clarification and 
corrections from the BIA. 

3. Repmi annually to the IRS and the IIM account holder the 
following infonnation on IRS Form(s) 1099-INT and/or 
1099-MISC and/or "For Information Only" Form (if an 
Osage Annuitant): 
a. Name; 
b. Address; 
c. Tax identification number; 
d. Taxable interest earned; 
e. Related earnings information; and 
f. Back up withholding if applicable. 

NOTE: IRS Form(s) 1099-INT and/or 1099-MISC and/or 
"For Information Only" Form (if an Osage Annuitant) will 
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be mailed to the: 
a. Account holder or power of attorney; 
b. Custodial parent, the legal guardian, an emancipated 

minor, or an adult in need of assistance without an 
assigned guardian. The address must be provided by the 
BIA Officer-in-Charge and the cun-ent custodial or 
guardianship court orders from a court of competent 
jurisdiction must be on file with the BIA and the OTFM. 
If the account holder is a ward of the Court, the Court 

will receive the IRS forms unless the Court has 
designated a third party as the person/entity in charge of 
the account holder's financial affairs; 

c. BIA Officer-in-Charge (copy only) for supervised 
accounts where the account holder does not have a 
guardian ; or 

d. Trust estate administrator or BIA Probate Specialist. 

NOTE: It is acceptable to use the address of record 
provided by the tribe for distribution of per capita payments 
for tax reporting purposes. If the custodial parent's or the 
guardian's name is not provided, the IRS forms should be 
mailed to the: 
a. "Custodial parent or the guardian of' the account holder 

or adult in need of assistance who does not have a 
guardian, at the account holder's address ofrecord; or 

b. BIA Officer-in-Charge for supervised accounts where 
the BIA is the guardian or designated as being in charge 
of the financial affairs. 

NOTE: Tax infonnation is reported to the IRS for 
"whereabouts unknown" JIM account holders. IRS Fonn(s) 
1099-INT and/or 1099-MISC and/or "For Information 
Only" Form (if an Osage Annuitant) are not issued for 
special deposit accounts since by definition a special 
deposit account does not belong to an individual. 

4. Reissue IRS Form(s) upon request. 

5. Take reasonable action to locate the individual by utilizing 
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electronic search tools and working with the BIA and tribes 
as tax fonns are returned as undeliverable. 
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Background. An IIM check is negotiable for one (1) calendar year. If the IIM check is not 
cashed within one (I) year of the date the check is issued, the check will be canceled by the U.S. 
Department of the Treasmy through the !PAC process and the funds will be retumed to the 
OTFM and posted into the IIM account. Treasury can take an additional three months after 
expiration of the check to issue a credit to the OTFM. This process is referred to as "Limited 
Payability Cancellation." An IIM check may also be lost, stolen or dan1aged. In these instances, 
the check can be canceled and reissued. If the check that was lost, stolen or damaged is older 
than one (1) year, then the check has already been cm1celed by the Treasury. There have been 
instances where an account holder stated that a check had been lost and requested a cancellation 
of the check and a re-issuance of the check. Then the account holder found the lost check, 
cashed it and cashed the reissued check, When this occurs, the Treasury will issue to the OTFM 
a payn1ent over cancel1ation. A payment over cancellation withdraws the funds that were 
credited when the check was canceled. The OTFM then has to post a disbursement to the IIM 
account. When an account holder cashes the original check as well as the replace1nent check, 
posting both disburse1nents to the IIM account 1nay result in an overdraft. Overdrawn accounts 
reduce the earning power of the IIM invest111ent pool as a whole. For this reason, when a 
cancellation is requested, the account holder 1nust state in writing that he or she will not cash the 
first check if it is fom1d and will return the first check to the closest OTFM office. It is importm1t 
to note that canceling a check will not prevent it fro111 being cashed; Private sector banks have 
no way of knowing whether a Treasu1y check has been canceled. 

Cross Reference. 25 CFR § 115.101 

Procedure. 

Responsibility 

BIA 

OTFM 

Procedure 

1. Receive requests for cancellation and/or re-issuance of 
checks. 

2. Refer requests to OTFM. 

3. Report suspected fraud, cotTUption, and abuse activities to 
the OTFM Regional Financial Trust Services Officer 
(FTSO) with supporting documentation. 

1. Receive a request to replace a check that was lost, stolen or 
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damaged within one (I) year of the date the check was 
issued. Obtain a written state1nent from the payee that the 
first check will not be cashed, but retumed to the OTFM if 
found. Requests must be notarized or witnessed by a DOI 
employee. If the request is 1nade in person, confim1 the 
identity of the requester with verifiable photo identification 
(make a copy for the files). Proceed to OTFM step-3 
below. 

2. If you receive requests to replace checks older than one (I) 
year fro1n the date of issue, research the account and check 
the account history and respond to the account holder based 
on the findings. 

3. Complete a claim form SF-1184 to stop payment on a lost, 
stolen or datnaged check. Documentation collected in 
OTFM step-I above should provide the support for the 
request. 

4. Process SF-1184s by accessing Treasury's online check 
cancellation syste1n. 

5. Post canceled check funds fron1: 
a. The Treasury to a holding account when the check has 

not been cashed within twelve (12) months from the 
date of issue. Once you determine the account from 
which the check was originally issued (this infonnation 
is not provided by Treasury on the !PAC), the funds will 
be transferred with interest to: 
i. An unrestricted flow-through account. A new 

check will be sent to the account holder 
automatically after the funds have been credited to 
the account; 

ii. A volunta1y hold account where the money will 
re1nain until there is a request from the account 
holder for a withdrawal; or 

iii. A restricted or estate account where the n1oney will 
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re1nain until disbursetnent instn1ctions are received 
pursuant to a disburse1nent plan, probate order, etc. 

!L_ The Treasury to the IIM account for lost, stolen, or 
dan1aged checks and fax or en1ail a notice of deposit to 
the originating office to alert them to the deposit. Funds 
will be deposited to: 
i. An unrestricted flow-through account where a new 

check will be sent autoinatically after the funds 
have been credited to the account; 

ii. A voluntary hold account where the n1oney will 
ren1ain until there is a request for a withdrawal. 
Notify the account holder that the funds have been 
posted to the account. A request could be a 
renewal of the original disburse111ent request and 
the doctnnentation in the file should be used; or 

iii. A restricted or estate account where the 1noney will 
ren1ain until disbursen1ent instni.ctions are received. 
Notify the BIA that the canceled check funds have 
been posted to the account, The BIA may also 
n1onitor the account activity on-line through TFAS. 
Disburse1nent instructions may be a renewal of the 
original disbursement request, and the 
documentation in the file should be used. 

Lin the event a check has been cashed and the: 
a. Check date is within one year of the date of the request 

to cancel, then Treasuxy will provide a copy of the 
check and a claitn fo1m in the event the payee did not 
cash the check. 

b. Check date is older than one year of the date of the 
request, then Treasu1y will provide a copy of the check. 

7. Provide assistance to account holders in contacting the 
proper investigatory officials where the account holder 
meets the criteria in OTFM step-6 (b) above. 

r---------··------------1 
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Background. This section discusses how an account holder may withdraw funds in his or her 
unrestricted IIM account and place and remove a voluntary hold on the account. There are two 
types of unrestricted accounts: an unrestricted flow- through account or a voluntary hold 
account. If the account is an unrestricted flow-through account, then all funds will be disbursed 
once the account balance reaches a predetermined threshold. If an account is on voluntary hold 
status, the funds will remain in the account until othe1wise directed by the account holder. An 
account holder must specifically request a voluntary hold. Once an account is on a voluntary 
hold, the account holder may also request that funds be disbursed at periodic intervals. In order 
to make payment to a third party, the account holder whose account is on voluntary hold status 
must provide disbursement instructions directing OTFM to disburse a specific amount, on 
specific dates to specific individuals or organizations. Requests for either voluntary holds or 
voluntary disbursements made by phone will not be accepted. 

All account holders should be encouraged to use direct deposit to receive disbursements from an 
IIM account for two reasons: 1) It is a faster means ofreceiving disbursements; and 2) It is a 
more secnre means of disbnrsing funds to the account holder. A notice of direct deposit will be 
mailed to the statement address ofrecord each time a direct deposit disbursement occurs. 

Cross Reference. 25 CFR §§ 115.101, 115.701 

Procedure. 

Responsibility 

BIA 

Procednre 

1. Receive requests to: 
a. Place an account on voluntary hold status; 
b. Withdraw funds from an unrestricted account; or 
c. Remove a voluntary hold from an account so that all 

funds will be disbursed once the account balance 
reaches the predetermined threshold. 

NOTE: The account holder or the Power of Attorney must 
make a written request either in person with verifiable photo 
identification (make a copy for the files) or by mail and the 
signature must be either notarized or witnessed by a DOI 
employee (see definition of account holder/payee 
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signature). Ifthe account holder's Power of Attorney is 
making the request, a copy of the power of attorney 
instrument must be included (see section 6-8). Requests can 
be in memo fonnat or you may use Form OTFM 01-005. 
Forward all requests to the OTFM. 

2. Work with the OTFM to locate account holders whose 
disbursements are returned as whereabouts unknown. 

1. Receive requests as outlined above and in accordance with 
BIA step-I above. 

2. Process all properly documented and authorized requests. 
For voluntary hold accounts with recun-ing payments, use 
disbursement ticklers to schedule the payments rather than 
submitting them manually. If the account does not have 
enough funds to cover a scheduled disbursement, TF AS will 
not process the automatic disbursement. If the scheduled 
disbursement does not process properly, notify the account 
holder within three (3) business days of the failure to make 
payments with the explanation that there were insufficient 
funds in the account. 

3. Request any and all clarifications and co1Tections from the 
account holder. 

4. When disbursements are returned as whereabouts unknown, 
take reasonable action to locate the individual by utilizing 
electronic search tools and working with the BIA and the 
tribes. 
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Background. This section describes what infonnation is necessary to con·ect ad1ninistrative 
errors during the various phases of the probate process. All corrections n1ust include applicable 
interest so that the funds of the rightful owners are made whole as if the error had never 
occurred. 

Cross Reference. 25 CFR §§ 115.500 et seq.; 15.107-15.108, 15.201-15.206 

Procedure. 

Responsibility 

BIA 

IIM Desk Operating Procedures (DOP), Section X: Transfer of Funds 

Procedure 

1. If an ad1ninistrative error is discovered in an estate ·account, 
and: 
a. The probate package has not been forwarded to the 

deciding official, the BIA should correct the e1rnr and 
1nake a notation of the correction in the probate package. 
A request for correction, signed by the BIA Officer-in
Charge, should be provided to the OTFM. The request 
should include a statement that the probate package has 
not been forwarded to the deciding official, and should 
contain all documentation outlining the original error 
and the correction that was made. The BIA should 
request that the OTFM calculate the applicable interest 
and credit it to the appropriate accounts; or 

b. The BIA has forwarded the probate package to the 
deciding official but a probate order has not been issued, 
then the BIA needs to send a me1no to the deciding 
official to supplement the probate package and obtain the 
deciding official's approval to make the correction. 
Once the BIA has received the deciding official's 
approval, notification of the approval with all 
doctunentation outlining the original error and the 
correction 1nade, including applicable interest 
calculations, should be provided to the OTFM; or 

c. The deciding official has issued an order, but the 
distribution has not taken place, then the BIA n1ust 
advise the deciding official of the adtninistrative error 
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and make an official request to the deciding official to 
1nake a modification to the order to allow for the 
correction of the ad1ninistrative error. The corrected 
order along with all docu1nentation outlining the original 
error and all of the docu1nentation illustrating the 
correction 1nade to the account should be provided to the 
OTFM. 

2. If the etTor is in a non-Indian life estate account and the 
funds have not been disbursed to the estate ad1ninistratori 
then a 1ne1no explaining this fact along with docu1nentation 
that outlines the original error and the correction should be 
provided to the OTFM. Request that the OTFM calculate 
the applicable interest and credit it to the appropriate 
account. 

1. Receive requests fro1n the BIA to process con·ections to the 
estate account. If the package does not contain all of the 
documentation outlined above, notify the BIA Officer-in
Charge in writing within three (3) business days that the 
correction cannot be n1ade to the account until the identified 
111issing docu1nents are submitted. 

2. Correct the ad1ninistrative error and transfer the funds 
(including applicable interest) to the appropriate account 
upon receipt of a properly documented request. 

3. Contact the BIA Officer-in-Charge if an ad1ninistrative 
error is discovered while processing the transaction. 
Determine the appropriate next sleps, including notifying 
the appropriate parties. 

\ Formatted: Bullets and Numbering ) 
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Background. This section discusses the necessary procedures to probate the estate of an Indian 
decedent who owned trust or restricted property or resources, including the trust or restricted 
property .or resources of a member of one of the Five Civilized Tribes and the Osage Nation, if 
the trust or restricted property or resources was derived from allotments of other tribes. If 
checks are disbursed t.o heirs who inherit cash and not an interest in trust lands or restricted 
property or resources (no account established for the heir at estate distribution) and those checks 
are returned as undeliverable or are returned uncashed after twelve (12) months from the date the 
check was issued, a whereabouts unknown UM account will be established until a current 
address for the heir is located. Once an IIM estate account has been closed, the OTFM will not 
re-open the account due to a detennination that the ownership data is not current or correct. 
However, ifthe probate is reopened by the deciding official then the estate account may be 
reopened pending a final probate order. If it is determined that a deceased account holder has 
heirs, but it cannot be established how many heirs exist or what their names are, the estate 
account will remain open until a final order is received. All accounts must be established using 
legal names. "Also Known As" (AKA) names can be added to the accotmt record with 
supporting documentation for informational purposes. When an estate distribution includes both 
lease funds and judgment funds, those monies may be commingled into one lease account. 
Claims against the estate for delinquent irrigation operations and maintenance charges are not 
allowed. 

Other Federal Agency Income: The heirs may or may not be entitled to other federal agency 
income (such as Social Security income) in an estate account. The BIA Officer-in-Charge must 
analyze the other agency income in the UM account and consult with tl1e solicitor's office for 
instructions on disposition of the funds when an UM account holder is deceased and other 
agency income is on deposit in the UM account. Any agency funds received after the death of 
the account holder must be returned to that agency. 

Cross Reference. 25 CFR §§ 15.101, 15.301-15.312, 15.401-15.405; 115.501-115.503 
IIM Desk Operating Procedures (DOP), Section X: Transfer of Funds 

Procedure. 

Responsibility 

BIA 

Procedure 
.......................................................................................................................................................................................................... 

I. Forward a copy of the probate order and the distribution 
instructions to the OTFM seventy-five (75) days after issuance 
of the order if no appeal has been filed. The distribution 
instructions include claim authorization fonns, journal 
vouchers, and disbursement instructions, all of the documents 

DRAFT 7/7/04 
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must be approved by tbe BIA Officer-in-Charge. Estate 
distributions by allotment must include deposit dates as 
outlined in UM DOP, Section X: Transfer of Funds. 

NOTE: Partial distributions: Partial distributions of estate 
accounts may be made only pursuant to court order. 

NOTE: Payment of Claims: The account balance as oftbe date 
of the probate order is the entire amount that is available to pay 
claims. The estate account will not be left open in order to 
receive future income to pay claims. However, these accounts 
will be left open and will remain open until the appeal period 
expires or the claim is paid. If the account balance on the 
distribution date is insufficient to cover the total amount to be 
paid as ordered by the deciding official, or the amount ordered 
to pay claims is greater than tbe balance in the account as of the 
date of the probate order, the BIA Officer-in-Charge must 
return the probate package to the deciding official for 
prioritization, proration, or disallowance of a claim. 

2. Respond to requests for any and all corrections or clarifications 
from OTFM within three (3) business days. 

1. Receive a copy of the probate order with all distribution 
instrnctions. 

2. Distribute the estate through the: 
a. Payment of claims as follows: 

1. Payment of Claims: The estate account will not be left 
open in order to receive future income to pay claims. If 
payment of the claims exhausts the account balance, 
tben the estate distribution is complete and the account 
must be closed. 

NOTE: Estate accounts decided by an ALJ prior to 
January 30, 2002, will be left open until the claims are 
paid or tbe time expires. However, other estates may be 
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left open depending on the date of death. Consult the 
probate handbook and the OHA regulations and 
preamble for further explanation. 

b. Disbursement of funds directly from an estate account to the 
heir when the heir only inherits trust funds (a portion of the 
estate account). 

c. Transfer of funds to an existing or a newly established IIM 
account as directed by the BIA Officer-in-Charge on the 
jonrnal voucher. The journal voucher must be prepared in 
accordance with UM DOP, Section X: Transfer of Funds. 

3. Request any and all clarifications and corrections from the BIA 
within three (3) business days. 

4. Close the estate account(s) once all funds have been distributed 
in accordance with the probate order and the BIA distribution 
instructions. 
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Background. This section describes the circumstances under which funds n1ay be disbursed 
fron1 a decedent's IIM account prior to completion of the probate process. This section also 
identifies the purposes for which disbursement of funds fron1 a decedent's JIM account prior to 
the end of probate proceedings may be approved. The cost of obtaining a certified copy of the 
death certificate will not be approved for disburse1nent fro1n an IIM estate account except if 
ordered by an Administrative Law Judge. 

Cross Reference. 25 CFR §§ 15.101, 15.106; l 15.503 
43 CFR §§ 4.251, 4.270 

Procedure. 

Responsibility 

BIA 

Procedure 

1. Accept written requests for e1nergency assistance fro111 the 
person responsible for making the funeral arrangetnents. 
The n1axhnu1n amount available for emergency assistance is 
$1,000.00 if the IIM account balance is greater than 
$2,500 .00 at the date of death. Requests for emergency 
assistance inust include an original ite1nized estilnate of the 
costs of the service to be rendered and must identify the 
service provider. If the IIM account balance is not greater 
than $2,500.00 at the date of death, the request will be 
denied and the parties must be given the right to appeal. 

2. Issue a decision on the request to withdraw funds for 
emergency assistance with funeral arrangen1ents. If the 
request is denied, then give the parties the right to appeal. 

3. Forward an approved request to withdraw funds signed by 
the BIA Officerwin..:charge and the ite1nized estin1ate of 
expenses to the OTFM. Requests n1ust include the 1nailing 
address for the service provider. Paytnents will be made 
directly to the service provider. 

4. Prepare or receive petitions to withdraw funds for those 
expenses incurred other than the funeral an·ange1nent 
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expenses or clailns against the estate. Such petitio11s inay 
include but are not lhnited to: 
a. Child support; 
b. Spousal support; 
c. Tax preparation fees and filing fees; 
d. Tax pay1nents due; 
e. Expenses necessary to preserve the estate as detennined 

by the BIA Officer-in-Charge under 43 CFR § 4.270. 

NOTE: These expenses are included in the cost to 
administer the estate under 43 CFR § 4.251. 

5. Forward the petition to the OHA deciding official 
(Administrative Law Judge) for approval. 

NOTE: Currently, only OHA may authorize such 
disbursements prior to the final order. 

Q,__Forward the order granting the petition to the OTFM for 
processing and pay1nent. 

1. Receive the request fron1 the BIA Officer-in-Charge for 
cn1ergency assistance or the order from the OI-IA deciding 
official to disburse funds prior to the completion of the final 
probate order. 

2. Review the request or the order for co111pliance with BIA 
steps-!, 4 and 5 above. 

3. Return the request or order for disbursement from an estate 
prior to probate to the BIA or the OHA deciding official if it 
is not properly approved or requisite docu1ncntation is 
tnissing. An explanation of deficiencies inust be included. 
Questions regarding the request or order should be directed. 
to your supervisor. 

4. Process the order or request and disburse payn1ent to the 
service providers or persons/entities as ordered by the Q}IA 
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7-2 



INTERAGENCY PROCEDURES HANDBOOK: MANAGEMENT OF TRUST FUNDS DERIVED FROM 
ASSETS AND RESOURCES ON TRUST AND RESTRICTED INDIAN LAND 

t;I-IAPTER 7 PROBATE AND ESTATE ACCOUNTS PAGE I of 4 

UBJECT LIFE ESTATE, CURTESY, DOWER AND HOMESTEAD INTERESTS SECTION 7-5 

EFFECTIVE DATE July 8, 2002 
REVISION DATE 

Background. Life estate, curtesy, dower and homestead interests will be treated the same and 
are referred to collectively as life estates (see Appendix E). Accounts can be established for life 
estates held by both Indians and non-Indians. Indian life estate holders will have the option of 
leaving funds in trust by placing a voluntary hold on their accounts. Funds for non-Indian life 
estate holders must be disbursed to them upon credit to the account subject to the dollar 
threshold for flow-through accounts. The life estate holder is entitled to all funds earned up to 
his or her date of death or as directed in the instrument that created the life estate. Funds earned 
after the date of death belong to the remaindennan or as directed in the instrument that created 
the life estate. As lease funds are received from trust or restricted land or resources, the funds 
must be credited immediately and made available to the life estate account holder pursuant to the 
lease terms. A life estate holder will have one "B" account established even if that individual 
holds more than one life estate interest. If the probate order states that a cash remainder must be 
retained from the proceeds of a lease of trust property for the benefit of unknown individuals, 
that cash remainder will be held in an "R" account. "R" accounts will not be established unless 
there is a cash remainder for an unknown remainderman. In accordance with applicable 
directives, ifthe remaindermen are known, their accounts will be coded A, U, Nor X to reflect 
their direct interest in the estate. 

Cross Reference. 25 CFR §§ 115.504, 115.700-115.702 

Procedure. 

Responsibility 

BIA 

Appendix E-Procedures for Assigning Individual Indian Money Account 
Numbers and ID Numbers 

Procedure 
...................................... ,. .................................... , ...................................................................... ""'"'''' .. ''''''''''"'"''''''"'''"'''''' 

1 Request the establishment of a life estate account (see 
section 6-1 ). The request must include the approval from 
the BIA Officer-in-Charge and a copy of the probate order 
or the instrument that created the life estate. 

2 Post life estate holder's and the cash remainder interest, if 
any, to the account through an automated interface from any 
DOI automated trust asset management system: 
a. "B" account - Life Estate, or 
b. "R" account - Remainde1man who is unknown. 

3. Receive and fo1ward to the OTFM notice of death for life 
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estate account holders in accordance with section 7-1. 

4. Review transactions in the life estate account upon 
notification of the life estate account holder's death. The 
life estate account holder is entitled to income due on a 
lease up to and including the day of the life estate holder's 
death, unless the terms of the lease specify another payment 
plan. The remaindermen are entitled to income beginning 
on the day after the life estate holder's death, unless the 
terms of the lease specify another payment plan. 

5. Forward any and all corrections resulting from review in 
BIA step-4 above to the OTFM. All c01rections must be 
approved by the BIA Officer-in-Charge and be in 
accordance with Section 7-3 for Indian life estate accounts. 

6. Forward all requests approved by the BIA Officer-in
Charge to the OTFM to distribute remainderman funds. 
Requests must include a copy of the probate order or the 
instrument that created the life estate. 

7. Prepare the probate package and forward it to the 
apJlropriate deciding official for Indian life estate account. 

8. Locate and verify estate administrator for a non-Indian life 
estate holder. Send a letter to the non-Indian life estate 
holder's last known address requesting verification of estate 
administrator. 

9. Fo1ward all requests to the OTFM to disburse funds in 11011-

Indian life estate account to the appropriate estate 
administrator and close the account. The request must be 
approved by the BIA Officer-in-Charge and include all 
documentation that verifies the identity of the estate 
administrator. 

10. Respond to requests for clarification and e01reetions from 
the OTFM within three (3) business days. 
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OTFM I. Establish the life estate account based on instructions 
received from the BIA Officer-in-Charge and as directed in 
the probate order or instrument that created the life estate. 

2. Receive interface from any DOI automated trust asset 
management system. Funds should be posted to: 
a. "B" account - Life Estate, or 
b. "R" account - Remainderman who is unknown. 

NOTE: Funds may be posted manually within five (5) 
business days of establishing the new account in OTFM 
step-I above. However, this should be the exception and 
will only be permitted until the BIA's trust asset 
management systems are updated. After the BIA system is 
updated, funds may be posted through the interfaces. 

3. Disburse funds to life estate account holder based on 
instructions received from the life estate account holder. An 
Indian life estate holder may leave funds on deposit in a 
voluntary hold status. A non-Indian life estate holder must 
have all funds .disbursed to him or her as received subject to 
the threshold for flow-through accounts. 

4. Receive notifications of death and code the account 
appropriately (see section 7-1). 

5. Process requests that are supported by documentation and 
approved by the BIA Officer-in-Charge: 
a. Corrections from BIA step-5 above; 
b. Distribute funds to remainderman from BIA-step 6 

above; and 
Disburse funds to non-Indian life tenant's estate administrator 
from BIA step-9 above. 
6 Request any and all clarification and corrections from the 

BIA Officer-in-Charge within three (3) business days and 
advise the BIA when corrections are completed. 
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Backgr·ound. This section discusses how an IIM account is to be changed to an estate account 
when an account holder dies. It is ilnperative that the OTFM be notified of account holder 
deaths so that the distribution of funds and statements to the !IM account holder can be 
suspended pending probate and/or approval of a petition for einergency assistance. The BIA 
Officer-in-Charge inay not authorize a disburse1nent fro1n an IIM account to pay for a certified 
copy of the death certificate. 

Cross Reference. 25 CFR §§ 115.500 et seq.; 15.101 et seq. 

Procedure. 

Responsibility' 

BIA 

Procedure 

1. Receive unofficial notification of death through a: 
a. Copy of an obituary; 
b. Verbal notification; 
c. Written notification; 
d. Copy of a certified judgment per capita roll; or 
e. Piece of returned n1ail sta1nped deceased by the U.S. 

Postal Service. 

&._Receive official notification of death through a: 
a. Certified copy of the death certificate; or 
b. Copy of the tribal or individual affidavit and the 

obituary; or 
c. Copy of the tribal or individual affidavit and a copy of 

either church or court death records (see 25 CFR § 
15.101). 

.1__Forward the unofficial or the official notification of death to 
the OTFM so that the UM account may be placed in an 
estate status. 

Work with the family to obtain a copy of the certified death 
certificate if unofficial notification of death is received. Once 
received, forward a copy of the death certificate to the OTFM so 
that the account can be updated to official notification of death 
status. 

r.:=--------------·-----··-J 
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1:,___Provide the OTFM with the name and address of the BIA 
Probate Specialist assigned to the case where there is no 
trust estate administrator named. If a trust estate 
administrator is named, provide the OTFM with the name 
and address for statetnent ofperforn1ance and tax reporting 
purposes. 

1. Receive the notification of death from the BIA (probate 
personnel) or directly from a family member. 

2. Forward a copy of the official or unofficial notification of 
death to the BIA Officer-in-Charge if the OTFM receives 
the notice (e.g., a piece of returned mail stamped deceased 
by the U.S. Postal Service). 

3. Place the appropriate code on the account based on the type 
of notification of death received. 

4. Update the estate account na1ne and the address of record 
and note the appropriate BIA Probate Specialist or trust 
estate administrator nan1e and address. 

I Formatted: Bullets and Numbering ) 
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Background. This section discusses how an IIM account is to be changed to an estate account 
when an account holder dies. It is imperative that the OTFM be notified of account holder 
deaths so that the distribution of funds and statements to the !IM account holder can be 
suspended pending probate and/or approval of a petition for emergency assistance. The BIA 
Officer-in-Charge 1nay not authorize a disburse1nent fro1n an IIM account to pay for a certified 
copy of the death certificate. 

Cross Reference. 25 CFR§§ ll5.500etseq.; 15.101 et seq. 

Procedilre. 

Responsibility 

BIA 

Procedure 

1. Receive unofficial notification of death through a: 
a. Copy of an obituary; 
b. Verbal notification; 
c. Written notification; 
d. Copy of a certified judgment per capita roll; or 
e. Piece of returned n1ail stan1ped deceased by the U.S. 

Postal Service . 

.L_Receive official notification of death through a: 
a. Certified copy of the death certificate; or 
b. Copy of the tribal or individual affidavit and the 

obituary; or 
c. Copy of the tribal or individual affidavit and a copy of 

either church or court death records (see 25 CFR § 
15.101). 

L_Forward the unofficial or the official notification of death to 
the OTFM so that the IIM account n1ay be placed in an 
estate status. 

Work with the family to obtain a copy of the certified death 
certificate if unofficial notification of death is received. Once 
received, fo1ward a copy of the death certificate to the OTFM so 
that the account can be updated to official notification of death 
status. 

r;::::-"--"-------"]
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£_Provide the OTFM with the name and address of the BIA 
Probate Specialist assigned to the case where there is no 
trust estate administrator na1ned. If a trust estate 
administrator is named, provide the OTFM with the na1ne 
and address for statement of perfonnance and tax reporting 
purposes. 

I. Receive the notification of death from the BIA (probate 
personnel) or directly fron1afan1ily111en1ber. 

2. Forward a copy of the official or unofficial notification of 
death to the BIA Officer-in-Charge if the OTFM receives 
the notice (e.g., a piece of retu1ned n1ail stamped deceased 
by the U.S. Postal Service). 

3. Place the appropriate code on the account based on the type 
of notification of death received. 

4. Update the estate account name and the address of record 
and note the appropriate BIA Probate Specialist or trust 
estate administrator na1ne and address. 

· ·(Formatted: Bullets and Numbering 
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Backgi·ound. This section discusses the BIA's responsibility for developing an annual 
distribution plan on behalf of an individual Indian when his or her trust account is supervised, all 
of the inforn1ation that must be included in a distribution plan, and the OTFM's responsibility to 
disburse fonds in accordance with a distribution plan that has been approved by a BIA Officer
in-Charge. No fonds from an !IM account that is supervised will be disbursed without m1 
approved distribution plan. This section applies to all supervised accounts (minors, en1ancipated 
1ninors, and adults). Accounts for 1ninors and emancipated n1inors are supervised until the age of 
18 years. The account 1nay be supervised beyond the age of 18 years if the person is determined 
to be an adult in need of supervision or detennined to be non compos mentis by a court of 
co1npetent jurisdiction and the proper procedures are used to supervise the account or in the case 
of a per capita account if specified by a tribal resolution specific to the tribal per capita funds. A 
tribal resolution is not a distribution plan. If the account holder has a Power of Attorney, the 
Power of Attorney will be consulted to develop a distribution plan for e1nancipated ininors and 
supervised adults. Distribution plans ca1111ot exceed twelve (12) months and the disbursements 
inust be in the best interest of the account holder. The account holder name on the distribution 
plan inust be 1naterially the same as the account holder name on TF AS. Re-occurring 
disbursements will be accomplished through ticklers in TF AS. TF AS can disburse funds in any 
amount, and at any ti111e intervals, auto1natically as long as funds are available in the account. 
The tickler payments will not be allowed to continue beyond the expiration date of the 
distribution plan. In order for pay1nents to continue unintern1pted, a new distribution plan inust 
be received prior to the expiration of an existing distribution plan. The withdrawal of any funds 
fro111 a supervised IIM account for private investtnent will be considered on a case by case basis. 

The BIA or a tribally contracted or co1npacted social service program may not be a signatory on 
an IIM account holder's private sector bank account. Disburse1nents by direct deposit/EFT may 
be 1nade to a private sector bank account for personal needs and incidentals of an IIM account 
holder only if both the guardian and the IIM account holder are listed in the account na111e (in 
accordance with applicable state law) or where the IIM account holder is the only na111e on the 
account if he or she is an adult in need of assistance with no assigned guardian. 

Cross Reference. 25 CFR§§ 115.104, 115.400-115.431, 115.600-115.620 
25 USC§ 1403 

Procedure. 

Responsibility Procedure 
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BIA I. Develop a distribution plan based on the information 
compiled during the evaluation process (see Appendix F). 

2. Forward approved distribution plans to OTFM. The 
distribution plan must include: 
a. A copy of any custodial orders or guardianship orders 

fron1 a court of co1npete11t jurisdiction; 

NOTE: The court order must be current. If the court 
order reads: "The account holder is a ward of the court 
with care and supervision given to the BIA social 
services or to the tribally contracted or con1pacted social 
service progra111" then the BIA social service or the 
tribally contracted or co1npacted social service program 
does not have guardianship of the property, ineluding the 
IIM account. In this instance the BIA or the tribally 
contracted or compacted social service progran1 will need 
to work with the court to develop the evaluation and the 
distribution plan pursuant to 25 CFR § 115 .400 et seq. 

b. A list of the atnounts, the purposes, and the dates for 
which disbursen1ents will be 1nade; 

£:__The na111es of the person to whotn disbursetnents may be 
n1ade, as applicable, the: 
i. Custodial parent; 
ii. Legal guardian; 
iii. Person who is recognized by the BIA as having 

control and custody of the tninor; 
iv. E1nancipated 1ninor; and/or 
v. Any third parties and the addresses of the third 

parties to whom the direct pay1nent will be n1ade for 
goods and services provided to the account holder 
and supported by an invoice or bill of sale where 
applicable. 

ih_The date the distribution plan was approved and the 
expiration date of the distribution plan; and 

s_The date of approval and the signature of the BIA official 
approving the distribution plan with a certification that 

( ' -----·-----------] 
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the distribution plan is in the best interest of the IIM 
account holder (see Appendix F). 

NOTE: 
a. Funds cannot be disbursed directly to a n1inor as payee, 

except for an emancipated 1ninor and then only pursuant 
to a distribution plan. 

b. Pay1nents cannot be 1nade directly to an adult non 
compos ntentis. 

c. No BIA employee, tribally contracted or compacted trust 
employee, BIA social services or tribally contracted or 
co1npacted social services program n1ay be na111ed payee 
for IIM funds of an account holder. 

d. No checks 1nay be sent "care of' the Superintendent or 
social services without the prior written approval of the 
Deputy Conunissioner of Indian Affairs. A copy of the 
written approval must be provided to the OTFM with the 
distribution plan. 

e. Utility expenses should be pro rated based on the number 
of adults in the household, when practicable.· 

f. The distribution plan should indicate the payment due 
date and the address of the utility. Since utility bills vary 
from month to month, unless on a fixed twelve (12) 
n1onth plan, a copy of every bill 1nust be subn1itted to the 
OTFM in order for the atnount due to be disbursed. 
Forward utility bills upon receipt to OTFM and note the 
account holder na1ne and account number on the utility 
bill. 

3. Submit the distribution plan and copies of all invoices to the 
OTFM to support disburse1nents fron1 the account. It is not 
necessary to also sub1nit a one-time disbursement or 
progra1mned authorization forn1. 

4. Modify the distribution plan as needed based upon receipt of 
additional infonnation or in an e1nergency situation. All 
n1odifications 1nust be approved by the BIA Officer-in
Charge and forwarded to the OTFM for payment. 
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5. Conduct annual reviews prior to the expiration date of the 
existing distribution plan and develop a new distribution plan 
as needed. Annual reviews are not required if funds are not 
being disbursed from the UM account. 

1. Receive the approved distribution plans from the BIA and 
review the plan for co1npliance with the requirements in BIA 
step-2 above. 

2. Return the distribution plan to the submitting office with an 
explanation of the deficiencies within three (3) business days 
of receipt of the distribution plan if it is not in co111pliance 
with the require1nents in BIA step-2 above. 

3. Establish disbursement ticklers for the properly c01npleted 
and approved distribution plans in accordance with the tenns 
of the distribution plans. Use the expiration date contained in 
the distribution plan as the stop date for the disbursen1ent 
ticklers unless an earlier stop date is indicated in the 
distribution plan. 

4. Notify the BIA social services or the tribally contracted or 
co1npacted social service progra1n reco1n1nending official in 
writing within one (1) business day when a scheduled 
disburse1nent tickler does not process due to lack of funds. 

5. Modify the scheduled disburse1nent tickler on an as needed 
basis when a modified distribution plan is received. 

NOTE: The distribution plan may be modified at any point 
in the course of an annual distribution plan. I-Iowever, 
n1odification of a distribution plan does not change the 
beginning date or the expiration date of the plan. 
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Background. This section discusses withdrawals from judgment per capita accounts made on 
behalf of a minor, an emancipated minor or a legal incompetent (non compos mentis). 
Withdrawals from judgment fund accounts may be made only for the account holder's health, 
education, welfare or for emergencies pursuant to a distribution plan approved by the Secretary 
and the tribal governing body of the Indian tribe involved and shall be limited to urgent needs 
arising from extenuating circumstances. When approved, funds may ,be disbursed only to the 
parents or the legal guardian of the minor or the legal guardian of the non compos mentis. For 
emancipated minors, the funds may be disbursed directly to them. To access the funds, the use 
and distribution plan for the judgment award must include a provision that allows access to the 
funds for the purpose requested. The use and distribution plan should have been approved by the 
Secretary prior to the issuance of the per capita payments. If the use and distribution plan does 
not contain a provision for the use of the fimds, then requests for access to those fonds must be 
approved by the Secretary prior to disbursement. In either scenario, Social Services will need to 
prepare a supervised account distribution plan (see section 8-1). 

Cross Reference. 25 CFR § 115.104, 115.418 
25 USC§ 1403 

Procedure. 

Responsibility 

BIA 

Procedure 

1. Receive a request from the parent, the guardian or an 
emancipated minor for withdrawal of judgment funds for 
minors or legal incompetents (non compos mentis). 

2. Review the request to insure that the request is: 
a. For the purposes of health, education, welfare or an 

emergency situation; and 
b. Due to an urgent need of the account holder and that 

there are extenuating circumstances; and 
c. Pursuant to a use and distribution plan or !Tibal 

resolution, properly approved by the governing body of 
the tribe, the Secretary, and Congress. 

3. Refer the requester to the tribe to initiate the approval of the 
request ifthe request is not pursuant to a use and 
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distribution plan or tribal resolution approved by the 
governing body of the tribe and the Secretary. 

4. Work with the account holder if the account holder is an 
emancipated minor or the parent or the guardian of the 
minor or the legal incompetent (non compos mentis) to 
develop a distribution plan as described in section 8-1. As 
with other disbursements from supervised accounts, 
payment should be made directly to the service provider. 

5. Provide a copy of the approved distribution plan (as 
outlined in section 8-1) to the OTFM office for payment. 

6. Respond to requests from the OTFM for any and all 
clarifications or corrections within three (3) business days. 

1. Disburse the funds pursuant to an approved distribution 
plan received from the BIA. If the distribution plan does 
not contain the necessary information described by the 
OTFM in section 8-1, return the distribution plan to the BIA 
for correction within three (3) business days ofreceipt. For 
the recuning payments or any future one-time payments use 
the disbursement ticklers. For one-time payments that are 
to be inunediately disbursed request an online disbursement. 
For those payments made directly to a service provider, a 
copy of an invoice or a bill for services must be received by 
the OTFM before payment is made. 
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Background. This section describes what takes place when a minor or an emancipated minor 
account holder reaches the age of majority. Generally, upon reaching the age of majority, a 
minor account holder has unrestricted access to his or her trust funds. If the BIA Officer-in
Charge has decided that the minor's account needs supervision once the minor becomes an adult, 
but the notification process (Kennerly process) has not been complete by the time the minor 
account holder reaches the age of majority, and the account holder requests his/her funds, the 
requested funds must be released. Exceptions may exist for tribal per capita accounts, judgment 
per capita accounts, and for minors who are wards of the court. Tribal and judgment per capita 
accounts may have statutory language, use and distribution plans or tribal resolutions that 
specify an age of majority other than 18 years of age or other criteria that must be met or 
achieved before the funds can be accessed. For a minor who is a ward of the court, an order 
from the court declaring that the minor is no longer a ward of the court must be received before 
the minor may have unrestricted access to his or her IIM account. If the court order contains a 
date releasing the minor as a ward of the court, a new court order is not required. If an order is 
not received prior to the minor turning the age of majority, the account remains restricted, but the 
code is changed from supervised minor to supervised ward-awaiting court order. Until the 
stipulations for a tribal per capita account or judgment per capita account are met, and until an 
order from the court for a minor ward of the court is received, the account remains supervised 
and all disbursements must be in accordance with the distribution plan. Distribution plans must 
be developed in compliance with tribal resolutions for tribal per capita accounts and the use and 
distribution plan for judgment per capita accounts. Merely attaching a copy of the tribal 
resolution to an incomplete distribution plan will not constitute an acceptable distribution plan. 
If the account holder, upon reaching the age of majority, chooses to place a voluntary hold on 
judgment per capita funds that are on deposit in an IIM account, the judgment funds may not be 
commingled in a lease account. Interest earned on judgment fund monies may be subj eel to 
taxation after the account holder has reached the age of majority. 

Cross Reference. 25 CFR §§ 115.428-115.431 
25 USC§§ 1401 et seq. 

Procedure. 

Responsibility 

BIA 

Procedure 

1. Review the minor's account file and conduct any 
assessment sixty (60) calendar days prior to the date that the 
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minor will reach the age of majority (generally 18 years old) 
to determine whether the account holder needs supervision 
as an adult (see sections 8-1and10-1). For minors who are 
wards of the court and who will not require supervision as 
adults, advise the court that the minor is reaching the age of 
majority and that the DOI currently holds funds for the 
minor and will continue to hold funds as long as the 
individual remains a ward of the court. 

NOTE: If a minor is a ward of the court and a court order is 
received that states that the account holder will remain a 
ward of the court as an adult, the accow1t holder must be 
notified in writing that the account will be supervised 
(Kennerly process). The account will remain restricted, but 
the restriction must be changed from supervised minor to 
supervised adult (non compos mentis or adult in need of 
assistance). 

2. Refer account holders who have reached the age of majority 
and who will not require supervision as adults to the nearest 
OTFM office. 

1. Work with the account holder to ensure all necessary 
documentation has been provided for any changes to the 
account: 
a. The date of birth and a copy of a birth certificate; 
a. An address verification if necessary; 
a. The tribal enrollment or membership certificate (ID) if 

available; 
a. The social security number on form W-9, where 

applicable; 
a. Any disbursement instructions; and 
a. An order from the court declaring that the minor is no 

longer a ward of the court, if applicable. 

NOTE: A birth ce1tificate must be on file before funds may 

. 
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be disbursed from an account in an unrestricted status; i.e., a 
minor who turned 18 and wants to withdraw funds must 
provide a birth certificate to the OTFM. Ce1tain funds 
canuot be disbursed from an account coded "whereabouts 
unknown" or "awaiting address confomation." If a W-9 is 
not received from the account holder, the interest income in 
the account may be subject to backup withholding. 

2. Process the requests based on the instructions received from 
the account holder. Instructions may be: 
a. For Per Capita Accounts: Once all tribally ordered 

requirements are met, the account holder may request 
that all funds be disbursed and the account closed or 
the account holder may request a voluntary hold on the 
account. 

b. For Accounts with Funds Derived from Trust 
Resources: The account holder may request that all 
funds be disbursed once the balance reaches a 
predetermined amount or the account holder may 
request that a voluntary hold be placed on the account. 

NOTE: An authorization from the account holder for a 
voluntary hold may be accompanied by a request for 
periodic specified disbursements (OTFM Form 01-005). 
Only the account holder and his/her Power of Attorney may 
request a voluntary hold. 
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Background. Genetally all adult IIM accounts are unrestricted. There are three types of 
restricted !IM accounts: 1) Supervised Accounts, 2) Encumbered Accounts, and 3) Whereabouts 
Unlmown Accounts. Whereabouts Unknown Accounts are discussed in section 11-2. 

Supervised Accounts may occur when: 1) There is an order from a court of con1petent 
jurisdiction finding that an adult account holder is non compos mentis or in need of assistance; 2) 
There has been an ad1ninistrative detennination by the BIA, based on an assess1nent by a 
licensed medical professional or licensed mental health professional that an account holder is in 
need of assistance; or 3) There has been a detennination by another federal agency that an 
account holder 1nust have a representative payee. The BIA n1ay be the representative payee only 
in those instances where there is no legal guardian to receive federal benefits on behalf of the 
account holder. Incarceration of an account holder is not justification for supervision of the 
account. Account holders must be serviced by the region/agency that is geographically closest to 
their residence. For exa111ple, an account holder with a supervised account who lives in Region 
"A" and his trust assets are located in Region "B" must work with Region "A" and Region "A" 
1nust work with the home agency (Region "B") to ensure that the IIM transactions are in 
accordance with the tribal resolutions and other require111ents. Account holders who live outside 
of the region/agency service area inust still be serviced by the region/agency closest in 
geographic proxin1ity to the account holder's residence. If it appears that an account holder 
should be supervised, but due to service area or contracting or cotnpacting conce1ns there is 
reluctance to supervise the account, the case should be referred to the solicitor's office for 
advice. 

Encu1nbered Accounts inay occur when there is a(n): 1) Delinquent clailn of indebtedness to the 
United States or to any of its agencies or to the account holder's tribe; 2) Money judgment by a 
CFR or a tribal court; 3) Contractual agreement pre-approved by the Secretary (e.g., an 
assign111ent ofIIM inco111e as security or collateral in the event of default); 4) Order from a court 
of competent jurisdiction awarding on-going child support (this will only be recognized as a 
source of last resort; back child support awards will not be honored); or 5) Administrative en·or. 
The priority for payment is determined by the order the claims are presented to the BIA Officer
in-Charge (first-in, first-considered). Any funds in the account greater than the an1ount 
encumbered will be available to the account holder. At any point during the process of 
restricting the account (Kennerly process), the account holder 1nay approve the disbursement of 
the atnount sought to be encumbered. Delinquent irrigation operations and maintenance charges 
will not be paid fro1n JIM accounts on an involuntary basis. The DOI will not recognize any 
assignment (including as security or collateral) ofa supervised account holder's inco1ne by his or 
her parent or guardian. 
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The following are applicable to Adult Supervised and Encumbered Accounts: 

1. Notification: Notification n1ust be provided to the account holder prior to the 
place1nent of a restriction on an IIM account or the involuntary disburse1nent of 
funds. Account holders cannot waive notification of a decision to restrict an IIM 
account. 

2. Distribution Plan: Before funds may be disbursed from an IIM account, a 
distribution plan tnust be developed and all pay1nents must be 1nade in accordance 
with tl1e distribution plan. 

Cross Reference. 25 CFR §§ 115.102-115.104, 115.107, 115.400, 115.600-115.620 
Memo from the Deputy Commissioner oflndian Affairs, Child Support 
Awards and Encumbering UM Accounts, November 9, 2001 

Procedure. 

Responsibility 

BIA 

Procedure 

1. Receive requests to restrict an JIM account. The requests 
tnust include the following documentation for each type of 
restriction: 
a. Supervised Account: 

i. A Court Order fro1n a court of co1npetent 
jurisdiction finding that an adult account holder is 
non compos mentis or in need of assistance; or 

ii. A Recom1nendation by a licensed nledical 
professional or licensed 1nental health professional 
finding that an account holder is in need of 
assistance; or 

iii. A Determination by Another Federal Agency that an 
account holder must have a representative payee. 

b. Encu111bercd Account: 
i. A delinquent claiin to the United States or to any of 

its agencies or to the account holder's tribe; 
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ii. A money judgment by a CFR or a tribal court; 
iii. Any contractual agreen1ent pre-approved by the 

Secreta1y (e.g., an assignment ofIIM income as 
security or collateral in the event of default); 

iv. An order from a court of co1npetent jurisdiction 
awarding on-going child support (this wiU only be 
recognized as a source of last resort; back child 
support awards wiU not be honored); or 

v. Written evidence of an ad1ninistrative error. 

L_Officer-in-Charge decides whether or not to place the 
restriction: 
a. Supervised Account: The decision must include a 

na1Tative justification detailing the decision to sup~rvise 
the account. 

b. Encumbered Account: The decision 1nust include an 
evaluation of the basic needs of the account holder and 
adequacy of future income to pay the debt. If the 
decision is to deny the request for restriction, advise the 
claitnant of the decision. 

1-_Notify the account holder of the proposed restriction of the 
IIM account in accordance with section 13-1 (I(e1u1erly 
process) once the restriction is approved. 

LForward all docun1ents listed in BIA step-1 above with a 
copy of the Kennerly letter and proof of n1ailing, service, or 
publication (see section 13-1) to the OTFM for a restriction 
to be placed on an IIM account. 

LPrepare and approve a distribution plan and forward the 
plan to the OTFM to disburse funds after the appropriate 
waiting period has elapsed and/or all appeal rights have 
been exhausted (see Section I 1-1 ). The payment of claims 
in the distribution plan n1ust be prioritized as follows: 

An order from a court of cotnpetent jurisdiction awarding on
going child support (this will only be recognized as a 

(----·-
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OTFM 

source of last resort; back child support awards will not 
be honored); and 

a. Claims presented first in titne or as specified in the 
applicable regulations (irrigation operations and 
1naintenance are excluded). See background above. 

NOTE: Where there is more than one encu111brance in one 
of the preceding categories, the encumbrance will be paid in 
the order received (i.e., first in titne). If the restriction is due 
to a delinquent tribal credit loan, a copy of the promisso1y 
note signed by the account holder and a payment history 
indicating the delinquency must accompany the plan. 
Further, all pay1nents in the plan must be itemized by 
principal and interest and the final pay1nent towards the loan 
n1ust be so noted. 

1. Place the appropriate restriction (supervision or 
encumbrance) on the IIM account upon receipt of the proper 
documentation (see BIA step-4 above). Once proper 
docu1nentation is received frotn the BIA, a restriction may 
be placed on the account five (5) days after the date tl1e 
notice was inailed1 one (1) day after proof of personal 
delivery and five (5) days after the date of the fourth (4) 
publication notice. See 25 CFR §§ 115.600 et seq. 

2. Upon receipt of the distribution plan approved by the BIA 
Officer-in-Charge inakc the payment in accordance with the 
distribution plan if the account balance is greater than or 
equal to the a1nount of the distribution request (see chapter 
8-1 for supervised account distribution plans and chapter 11-
1 for encun1bered account distribution plans). If funds are 
not available in the account, the BIA Officer-in-Charge must 
be notified in writing within one (1) day. Use disbursement 
ticklers to establish the distribution plan in TFAS. The stop 
dates for the disbursement ticklers must be no later than the 
expiration date of the distribution plan. Receipt of a 
properly prepared and approved distribution plan indicates 
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that the appropriate waiting period has elapsed and/or appeal 
rights have been exhausted. 
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Background. This section discusses when a restriction on an encumbered IIM account or adult 
supervised account 1nay be ren1oved (e.g., an involuntary restriction). 

Cross Reference. 25CFR§§ 115.102-115.104, 115.600-115.620 

Procedure. 

Responsibility 

BIA 

Procedure 

1. Remove a restriction under the following circumstances for: 
a. Supervised Accounts: 

i. Reco1nmendation by a tnental health professional 
or a licensed medical professional stating that an 
adult account holder is no longer in need of 
assistance; 

ii. Court order vacating prior order involving 
competency; 

iii. A notice fro1n another federal agency removing the 
need for a representative payee; or 

iv. Decision during the hearing process (Kennerly 
process) that the account will not be supervised. 

b. Encutnbered Accounts: 
i. If it i.s decide:d during the hearing process 

(Kenner! y process) that funds in the !IM account 
will not be used to satisfy the debt or obligation; 

ii. Upon satisfaction of the debt or obligation; or 
iii. Upon expiration of the distribution plan. 

NOTE: Requests must include approval from the BIA 
Officer-in-Charge and all supporting docun1cntation. 

LForward the decision to re111ove a restriction fron1 an 
account to the OTFM for processing. 

)_._Notify the !IM account holder and lhc Power of Attorney, if 
applicable, of the removal of the restriction within three (3) 
business days. 

r.~- ··-··-····-· --~ 
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OTFM 1. Re1nove the restriction upon receipt of the decision 
approved by the BIA Officer-in-Charge and accompanied 
by all suppmting documentation, The supporting 
docu1nentation must substantiate one of the reasons for the 
re1noval of the restriction as outlined in BIA step-1 above. 

2, 
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Background. This section discusses when a disburse1nent to a third party inay be made from an 
account coded as a "whereabouts unknown." 

Cross Reference. 25 CFR §§ 115.104, 115.600-115.620 

Procedure. 

Responsibility 

BIA 

OTFM 

Procedure 

1. Receive requests to restrict (encumber) an IIM account. 
The requests must include the following documentation: 
a. A delinquent claim of the United States or to any of its 

agencies or to the account holder's tribe; 
b. A money judgment by a CFR or a tribal court; 
c. Any contractual agreement pre-approved by the 

Secretary (e.g., an assigmnent ofIIM income as 
security or collateral); 

d. An order fron1 a court of co1npetent jurisdiction 
awarding on-going child support (this will only be 
recognized as a source of last resort-back child support 
awards will not be honored); or 

e. Written evidence of an adn1inistrative e1Tor. 

2. Notify the account holder of the proposed restriction of the 
IIM account once the BIA decides to approve the restriction 
in accordance with section 13-1 (ICennerly process). 

3. Forward documents listed in BIA step-1 above with a copy 
of the Kennerly letter and proof of publication (see section 
13-1) to the OTFM for a restriction to be placed on an IIM 
account. 

4. Prepa"re and approve distribution plan in accordance with 
section 11-1. 

! 

..................................................................... _ ...................................................................................................................... .. 
{h_Disburse funds pursuant to a BIA approved distribution plan ~ · 

from an account coded as a"whereabouts unknown" if: 
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a. Notification through publication (Kennerly Process) is 
provided for account holders whose whereabouts are 
unknown as outlined in section 13-1; or 

b. Proof that notification occurred and payn1ents began 
(i.e., distribution plan put in place) before the account 
holder beca111e a "whereabouts unknown." 

c. 
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Background. This section discusses what information will be considered in the developtnent of 
the distribution plan, the information included in a distribution plan, and the OTFM's 
responsibility for disbursing funds in accordance with the distribution plan. No funds will be 
disbursed frotn an encu1nbered account without a distribution plan that is approved by the BIA 
Officer-in-Charge. Re-occu1Ting disbursements will be accomplished through ticklers 
established in TF AS. TFAS can disburse funds in any amount and at any time intervals as long 
as the account balance is equal to or greater than the amount of the disburse1nent. The tickler 
payn1ents will not be allowed to continue beyond the expiration date of the distribution plan. In 
order for pay1nents to continue after the expiration of the distribution plan, a new distribution 
plan must be received by the OTFM. This section applies to all encu1nbered accounts. 

Cross Reference. 25CFR§§115.104, 115.600-115.620 

Procedure. 

Responsibility 

BIA 

Procedure 

1. Consider the following infonnation in the develop1nent of 
distribution plan: 
a. The IIM account balance; 
b. The anticipated future trust inco1ne of the account 

holder; 
c. The basic needs of the account holder; and 
d. Any existing encu1nbrances on the account. The 

pay1nent of encumbrances niust be prioritized as 
follows: 
i. Order from a court of co1npetent jurisdiction 

awarding on-going child support (this will only be 
recognized as a source of last resort; back child 
support awards will not be honored); and 

ii. Claims presented first in tiine or as specified in the 
applicable regulations (hTigation operations and 
maintenance are excluded). 

NOTE: Where there is inore than one encumbrance in one 
of the preceding categories, the encumbrance will be paid in 
the order received (i.e., first in tilne). 

b_Prepare the distribution plan. For every encu1nbrance, the 
following payment infonnation 111ust include the: 
a. Purpose of the payn1ent; 

G---------------J 
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b. Amount(s) to be paid to payee; 
c. Dates payment(s) are due to payee; 
d. Date of the final payment; 
e. Name(s) and address( es) ofpayee(s); 
f. IIM account number(s) from which payments will be 

inade; 
g. Date and signature of the BIA Officer-in-Charge 

approving the plan; and 
h. Type of payment (EFT or check). 

NOTE: Payments may be made over the course of one (I) 
or more years if the amount owed to the third party is 
greater than the account balance at the time the 
encu1nbrance is approved. When developing a distribution 
plan, the basic needs of the account holder and any existing 
encu1nbrances must be considered. If the restriction is due 
to a delinquent tribal credit loan, a copy of the promissory 
note signed by the account holder and a payment history 
indicating the delinquency 1nust acco1npany the plan. 
Further, all payn1ents in the plan must be itemized by 
principal and income and the final payment towards the 
loan must be so noted. 

l__Forward the BIA approved distribution plans to the OTFM. 
r;;·-------···--·· l 
-l~ormatted: Bullets and Numbering 
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:1._Respond to the OTFM request for any and all clarifications ~ ·· ·- · ·{~~;~~tt-;d: ~~~-ls ~~~-N-~mb·~-~l~=J 
and corrections within three (3) business days of receipt of 

OTFM 

the request. 

LModify distribution plans as the circu1nstances of the 
account holder change. Plans 1nust be reviewed and revised 
on an annual basis. All 1nodifications of the distribution 
plans must be approved by and signed by the BIA Officer
in-Charge. 

1. Receive the approved distribution plans frotn the BIA and 
review the plan for cotnpliance with the rcquire1nents in 
BIA step-2 above. 
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2. Return the distribution plan if it is not in co1npliance with 
the requirements in BIA step-2 above to the submitting 
office with an explanation of the deficiencies within three 
(3) business days ofreceipt of the plan. 

3. Establish disbursement ticklers for the properly completed 
and approved distribution plans in accordance with the 
terms of the distribution plan. Use the date of the last 
payment as the stop date for the disbursement ticklers. 

4. Notify the BIA by email or memorandum within one (I) 
business day when a scheduled disbursement tickler does 
not process due to lack of funds in the account. 

. 5. Modify the scheduled disbursement tickler on an as needed 
basis when a modified distribution plan is 
received from the BIA. 
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Background. This section discusses the use and management of special deposit accounts. 
Historically, there has been no uniform practice for the use of special deposit accounts within the 
BIA. In the past, special deposit accounts have been used to hold all funds-including non-trust 
funds (such as bid deposits or funds held pending approval of transactions involving Indian trust 
assets). More importantly, funds held in special deposit accounts have not always been timely 
distributed, nor have trust funds always been distributed with the interest earned while on deposit 
in the special deposit account. Uniform procedures are necessary for consistent management of 
the creation, use and closure of special deposit accounts. These procedures will be forthcoming. 
BIA and OTFM must use compatible automated trust management systems to the greatest extent 
possible. Eventual 1 y all automated trust management systems used by 
Interior Department agencies working with Indian trust matters 
will be required to be compatible and will be subject to uniform 
business processes to facilitate compliance with applicable laws. 

Furthermore, the maintenance of updated distribution/title records that adequately document who 
is entitled to hust funds derived from trust asset transactions is essential to ensuring sound trust 
fund financial management. Once this is accomplished, the need to deposit tr·ust funds to special 
deposit accounts will be reduced dramatically. 

The BIA and the OTFM currently are cooperating in a special deposit cleanup project under t11e 
OTFM's direction. Under this project, existing special deposit accounts are reviewed and 
specific actions to distribute the residual balances are recommended to the appropriate BIA Line 
Officer (Field Representative, Agency Superintendent, or Regional Director). Guidance for the 
use of special deposit accounts that have been scrubbed under the cleanup project will be 
forthcoming. 

Special deposit accounts: 

1. Are temporary accounts for the deposit of trust funds that cannot iimnediately be 
i mmedi a tel y be credited to the rightful account holders, and 

2. May be used ONLY as an exception to the mandate (noted above) for iimnediate 
deposit and distribution of trust funds to individual Indian and tribal beneficiaries. 

The use of special deposit accounts is subject to the following requirements: 
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1. Consistent with established financial management procedures, trust funds mnst be 
deposited within twenty-four (24) hours or no later than the close of business on 
the next business day following the receipt of funds at a location having a 
designated federal depository. (See Procedures for Handling Certain Non-Trnst 
Funds, June 1, 2001; also 42 BIAM Supplement 3.) 

2. Trnst funds must be distributed immediately and directly to the appropriate 
Individual Indian Money (IIM) accounts or tribal trnst accounts. Only trust funds 
may be deposited to a special deposit account. (25 CFR §§ 115.702, 115.900-
115.904.) 

3. If trust funds (principal) are on deposit for more than one (1) day in t11e special 
deposit account, interest earned on the deposit must be calculated and distributed 
at the same time as the principal. 

4. Trust funds may be deposited or posted to a special deposit account only where 
there is a written, approved instrument, such as a contract or lease, authorizing the 
payment of trust funds. 

5. While all trust transactions must be fully documented in accordance with existing 
program requirements, in order to assure proper crediting of trust accounts the 
collection documents (e.g. bill for collection or field receipt) must clearly identify 
the lease(s)/other instrument(s) and allotment number(s) associated with an 
amount posted to a special deposit account. If there are more than one lease/other 
instrument or allotment interest associated with a particular deposit, the 
documentation for the deposit must clearly identify the specific amounts 
generated by each lease/or other instrument and for each allotment interest 
represented. 

Non-trust funds must be deposited into the BIA's Federal Financial System (FFS) in accordance 
with Procedures for Handling Certain Non-Trust Funds, June I, 200 I. 

BIA offices will be accountable for managing, monitoring and reporting on t11e distribution of all 
fm1ds deposited to special deposit accounts in accordance with this chapter and related 
directives. 
Written policy guidance and procedures for this section will be 
forthcoming in the near future, after which time this chapter 
wi 11 be revised. In the interim, BI A Regi anal , Agency and Field 
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Offices and the OTFM must work closely to insure compliance with 
the requirements of the Background portion of this chapter. 

Cross Reference. 25 CFR §§ 115.702, 115.900-115.904 
Procedures for Handling Certain Non-Trust Funds, June l, 2001 
IIM Desk Operating Procedures (DOP), Section X: Transfer of Funds 
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Background. This section discusses the notification process co1n1nonly referred to as the 
Kennerly Proeess: I) Who must be notified; 2) What must be included in the notification to the 
account holder; 3) How the notification is given to the account holder; 4) When a resh·iction 1nay 
be placed on an IIM account; 5) How the account holder may request a hearing; 6) How an 
account holder may appeal a decision l'esulting from a hearing; and 7) What happens to a claiin 
against an account if a hearing is not requested. An individual is entitled to be notified of certain 
rights before his or her IIM account may be restricted ( encun1bered or supervised). These rights 
include the right of the account holder: I) To a hearing; 2) To present testimony as to why the 
account should not be restricted; 3) To present witnesses on his or her behalf; 4) To question 
opposing witnesses; aµd 5) To be represented by an attorney at the account holder's expense. 
An account holder n1ay also waive the right to a hearing and allow his or her IIM account to be 
encumbered or supervised. The account will be restricted but no funds will be disbursed until all 
appeal rights are exhausted and a final decision is issued. Regardless of the circumstance 
requiring the encumbrance (third party, BIA administrative error or OTFM administrative error) 
or supervision, BIA programs, OTFM progra111s, and third parties must forward appropriate 
docutnentation (e.g., loan docu1nents) to the BIA Officer-in-Charge in order for the Kennerly 
process to be initiated (see section 10-1). An account holder cannot waive notification of a 
decision to restrict an account. This 1neans notification of a ·restriction 1nust be sent in every 
case. The restriction will remain on the JIM account until a final decision has been rendered. If 
for any reason the titne fran1e require111ents for giving notice) holding hearings, and rendering 
final decisions are not met, then the restriction 111ust be lifted and the process must be started 
over. 

Cross Reference, 25 CFR §§ 115.104, 115.107, 115.600-115.620 
43 CFR §§ 4.330-4.340 

Procedure. 

Responsibility 

BIA 

Procedure 

1. Review all requests to restrict an IIM account in accordance 
with section 10-1. 

2. Provide written notice to the: 
a. Account holder; and 
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b. Guardian (if applicable); or 
c. Power of Attorney, in lhnited circumstances (see section 

6-8). 

3. Provide written notice by: 
a. Certified mail or personal delivery. Notice 1nust 

contain: 
i. The name on the IIM account; 
ii. The reason for the restriction; 
iii. The atnount to be encumbered, if applicable; 
iv. A statement that the UM account will be restricted 

five (5) days after the date the notice was sent 
United States certified mail or one (!) day after 
personal delivery to the address of record; 

v. An explanation that the parties notified have forty 
( 40) days from the date the notice was sent via 
United States certified inail to request a hearing 
challenging BIA's decision to restrict the IIM 
account; 

vi. An explanation of how to request a hearing; 
vii. A statement that the BIA will conduct the hearing 

and that the account holder is assured a fair 
hearing; 

viii. A copy of the fair hearing guidelines (see 25 CFR 
§§ 115.600 et seq.); 

ix. A state1nent that the parties notified 111ay contact 
the BIA to authorize inunediate payment fron1 the 
IIM account to pay the claim, if applicable; 

x. The address and phone number of the BIA office 
that 1nade the decision to restrict the IIM account 
and provided the notice; and 

xi. Other information as n1ay be detennined 
appropriate by tlie BIA. 

NOTE: If the certified n1ail or personal delivery is 
unsuccessful (i.e., returned 1nail or account holder or their 
representative no longer resides at the address of record) 
then the IIM account must be unrestricted while the public 
notice procedures are impletnented. 
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b. Provide public notice. Notice 1nust contain: ~ ·· 
i. The na1ne on the account; 
ii. The date of the first publication of the public 

notice; 
iii. A statement that the BIA has decided to place a 

restriction on the IIM account; 
iv. A statement that the public notice will be published 

once a week for four ( 4) consecutive weeks; 
v. A state1nent that the BIA will place a restriction on 

the !IM account five (5) days after the date of the 
fourth publication of the public notice; 

vi. A statement that the notified parties' opportunity to 
request a hearing to challenge the BIA's decision to 
restrict the !IM account will expire thirty (30) days 
after the date of the fourth publication of the public 
notice; and 

vii. The address and telephone number of the BIA 
office publishing the notice for the account holder 
to request further infonnation and instructions on 
how to request a hearing. 

NOTE: If the request for an enctunbrance is based on a 
BIA or an OTFM adn1inistrative error, the office that made 
the error will be responsible for the publication costs, where 
applicable. 

LReview all requests for a hearing received fton1 parties 
notified in BIA step-2 above. Requests for a hearing must 
be: 
a. In writing; 
b. A specific request for a hearing to challenge the 

restriction; and 
c. Hand delivered to the BIA office listed in the notice or 

poshnarked within: 
Forty ( 40) days of the date that BIA's notice was sent via United 

States certified mail or personally delivered to the 
address of record, or i. Thirty (30) 
days of the date of the final publication of the 

~
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public notice. 

,2,__Conduct a hearing within ten (IO) business days of receipt 
of a written request for a hearing. 

LRender a final decision within ten (IO) business days of the 
hearing and notify the parties involved with a final written 
decision which includes: 
a. BIA's decision to remove or retain the restriction on the 

IIM account; 
b. A detailed justification for the supervision or 

encumbrance of the !IM account, where applicable; 
c. If an encumbrance is placed on the account the: 

i. Amount(s) to be paid; 
ii. Name and address of a third pa1iy to whon1 

pay1nent will be 1nade; and 
iii. Tiine period for repayment established under 25 

CFR § 115.617 (a), where applicable. 
d. Any provisions to allow for distributions to the account 

holder because of an undue financial hardship (to meet 
the account holder's needs) created by the encu1nbrance, 
if applicable; and 

e. Any other infonnation the hearing officer dee1ns 
necessary. 

[ Formatted: Bullets and Numbering ] 
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iL_Prepare distribution plans in accordance with sections 8-1 --1 • 

and 11-1 as applicable, if the: 
a. Parties notified of the claim against the account contact 

the BIA to authorize immediate payment from the IIM 
account to pay the claitn; or 

b. Appeals are exhausted and the final decisions have been 
rendered; or 

Tiine allowance for requesting appeals has expired. 
!.L__Notify the OTFM if a final decision is granted to remove 

the restriction in accordance with section 10-2. 

[p;--------------·---i]· 
· ormatted: Bullets and Numbering 

•··--·-···-··---------·-·---

~
------------] 
ed: Bullets and Numbering ------·---·-·--------
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Bacl{ground. All Federal agencies are required to make and preserve records containing 
adequate and proper documentation of their organization, function, policies, decisions, 
procedures and essential transactions. Records policies are designed to furnish the information 
necessary to protect the legal and financial rights of the Government and of persons directly 
affected by the agency's activities. These records are federal property and must be managed 
according to applicable federal laws and regulations. · 

Types of Records: Records exist in many different formats in addition to paper documents, for 
example, working files, drafts, e-mail messages, data and spreadsheets, computer output, data 
from test equipment, results of computer modeling, videos, maps, architectural drawings, and 
microform. Records include both final products and all docmnentation supporting the decision 
trails. Records include all books, papers, maps, photographs, machine readable materials, or 
other documentary materials, regardless of physical form or characteristics, made or received by 
an agency of the United States Government under Federal law or in connection with the 
transaction of public business and preserved, or appropriate for preservation, by that agency or 
its legitimate successor as evidence of the organization, functions, policies, decisions, 
procedures, operations, or other activities of the Govermnent or because of the informational 
value of data in them. Library and museum material made or acquired and preserved solely for 
reference or exhibition purposes, extra copies of documents preserved only for convenience of 
reference, and stocks of publications and of processed documents are not included in the 
definition of a record ( 44 USC § 3301 [Definition ofrecords]). 

Ownership of Records: Federal records created or received by an agency and its agents in the 
course of conducting Government business are the property of the United States Government. 
Official records are public records and belong to the Government rather than to the employee. 
Criminal penalties can be initiated against an employee for the willful and unlawful destrnction 
of, the removal from files of, and the private use of official records. 

Record Schedules: Federal records may only be destroyed in accordance with records 
disposition schedules approved by the Archivist of the United States National Archives and 
Records Administration (NARA). Agencies must ensure that disposition of their records, 
regardless of format or medium, is authorized and proper so that permanent records are 
preserved and temporary records no longer of use to an agency are promptly disposed of when 
their required retention period expires. Disposition refers to the action taken by a Federal 
agency with regard to records that are no longer needed for current government business. 
Disposition is a comprehensive term that includes both destruction and transfer of Federal 
records to NARA. The disposition of both temporary and pennanent records requires the prior 
approval of the Archivist of the United States. 
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Records mus.t be managed as an agency asset throughout a life cycle that consists of three basic 
states: the creation, use and maintenance, and disposition. A records schedule provides 

· mandatory instructions for what to do with record and non-record materials no longer needed for 
current government business. Schedules provide instructions for the retention, disposition, and 
systematic removal of unneeded records from offices. All records must be scheduled either by 
an agency schedule or a General Records Schedule (GRS). 

I. GRS provide mandatory disposal authorization for temporary administrative records 
common to several or all Federal agencies. The GRS are issued by the Archivist of 
the United States and include records relating to civilian personnel, fiscal accounting, 
procurement, communications, printing, and other common governmental functions. 

2. Agencies develop records schedules for all records not covered by the GRS. The 
schedules contain descriptions of the record series or systems and the disposition 
instructions for each. These instructions specify when the series are to be cut off, 
when eligible records are to be moved to off-site storage, when eligible temporary 
records mnst be destroyed or deleted, and when pennanent records are to be 
transferred to the National Archives. Schedules must be approved by the Archivist of 
the United States. Once the schedules are approved, retention periods in the schedule 
are mandato1y. 

Records Management Program: The BIA and the OST are required under Federal statute to 
establish and maintain a records management program, defined as a planned, coordinated set of 
policies, procedures, and activities needed to manage an agency's recorded information. The 
program must encompass the creation, maintenance and use, and disposition of records, 
regardless of media and includes issuing up-to-date program directives, properly training those 
individuals responsible for implementation, and evaluating the results to ensure adequacy, 
effectiveness, and efficiency. In 1998 many of the approximately 75 million pages of 
documents, primarily Trust financial and account records, now in the custody of the OST, were 
transferred from the BIA to the OST by a Memorandum of Understanding between the Special 
Trustee for American Indians and the Deputy Commissioner of Indian Affairs and Assistant 
Secretary-Indian Affairs. In 1999 a combined Indian Affairs Records Management program 
(IARM) was created to establish and maintain an active and continuous records management 
program for the BIA and the OST. Records management means the planning, controlling, 
directing, organizing, training, promoting, and other activities involved with records creation, 
maintenance and nse, and the disposition in order to achieve: 1) adequate and proper 
documentation of the policies and transactions of the Federal Government, and 2) effective and 
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economical management of agency operations. 

Cross Reference. 25 CFR §§ 15.503-15.504; 115.1000-115.1001; 162.111-162.112; 
166.1000-166.1001 

Procedure. 

Responsibility 

BIA and OST 

43 CFR Part 2, Subpart B, Subpait D 
Memorandum of Understanding, Dated: June 1998, between the Special 
Trustee for American Indians and the Deputy Commissioner oflndian 
Affairs and Assistant Secretary-Indian Affairs. 

Procedure 

1. Make and preserve all records that contain adequate and 
proper documentation of the organization, functions, 
policies, decisions, procedures, and essential transactions of 
the agency such as: 
a. Creating records needed to conduct business, to record 

decisions and actions taken, and to document activities; 
b. Safeguarding records so that information can be found 

when needed; and 
c. Disposing of records in accordance with established 

agency schedules and Federal regulations. 

2. Establish safeguards against the removal of or the loss of 
records. 

3. Consult with the Office of Trust Records for appropriate 
records management policies and procedures. 
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Background. The Freedom oflnformation Act (FOIA) generally provides that any person has a 
right of access to federal agency records. The FOIA was amended by the Electronic Freedom of 
Information Act Amendments of 1996 (E-FOIA) which grants the public access to government 
documents via computer telecommunications. Records (or any portion of a record) may not be 
disclosed due to one of the following exemptions: 

1. Properly classified as secret in the interest of national defense or foreign policy; 
2. Related solely to internal personnel rules and practices; 
3. Specifically made confidential by other statutes; 
4. Concerning trade secrets and commercial or financial infonnation obtained from a 

person and privileged or confidential; 
5. Inter-agency or intra-agency memoranda or letters, except under certain 

circumstances; 
6. Personnel and medical files and similar files, the disclosure of which would constitute 

a clearly unwarranted invasion of personal privacy; 
7. Compiled for law enforcement purposes; 
8. Contained in or related to certain examination, operating or condition reports of 

concerning financial institutions; and 
9. Concerning gas or oil wells. 

A charge may be applied by the office producing documents for record searches, reviews, and 
duplication ofrecords. Charges are based on the requester category (i.e., commercial use, 
educational and nonc01mnercial scientific institution, news media or other). 

Forwarding a FOIA Request to OST: Write or FAX: 
FOIA Requests, Office of Trust Records, 6301 Indian School Road, NE, Suite 300, 
Albuquerque, New Mexico 87110 
505-816-1600, 505-816-1612 (FAX) 

Cross Reference. Freedom of Information Act (FOIA) and Electronic Freedom of Info1mation 
Act (EcFOIA), 5 U.S.C. § 552 

Procedure. 

Responsibility 

43 CFR, Part 2, Subpart B, Subpart D, Subpart E 
DOI FOIA Handbook 

Procedure 
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BIA and OST 1. Receive written requests for the release ofrecords. 

2. Search, review, duplicate and provide records in accordance 
with the FOIA and E-FOIA, as explained in the DOI FOIA 
Handbook. 

3. Charge for searches, reviews and duplication ofrecords 
according to appropriate requestor category. 
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Background. This section discusses how trust funds derived from assets and resources on trust 
and restricted Indian land are received by the BIA and processed. These procedures do not apply 
to direct payments because direct payments are not processed by DOI employees and are paid 
directly to the lessor(s). All payments received by the Secretary must be distributed through a 
DOI trust asset management system interface to TFAS. The DOI trust asset management system 
used must calculate and distribute interest if funds are on deposit for more than one (1) day. The 
OTFM will approve the interest calculation methodology. Match the account holder names from 
the DOI trust asset management system with the account holder names on the TFAS pursuant to 
established policy guidelines. If a payment is received prior to the contractual due date, the 
payment must be immediately distributed to the landowner(s). Holding a payment received prior 
to the contractual due date in a special deposit account and returning any earned interest to the 
landowner is prohibited. All payments received by the BIA must be distributed to the landowner 
t11rough an IIM account so that the account holder receives a statement of performance as 
mandated by the American Indian Trust Fund Management Reform Act of 1994. 

Cross Reference. 25 CFR §§ 115.702, Part 162 

Procedure. 

Responsibility 

BIA 

American Indian Trust Fund Management Reform Act of 1994, Pub. L. 103-
412, 25 use§§ 161(a) and 162(a) 
25 USC §§ 4001 et seq. 
IIM Desk Operating Procedures (DOP), Section X: Transfer of Fnnds 

Procedure 

1. Allocate payments received for deposit to the appropriate 
IIM accounts and tribal trust accounts through the DOI's 
automated trust asset management system interface to TF AS 
or forward the payments to the OTFM for entry into agency 
level holding accounts (Special Deposit Accounts). All 
supporting bills for collection or field receipts must be 
included when forwarding payments to the OTFM. 
Distribute funds with interest if funds are on deposit for 
more than one (1) day. See IIM DOP, Section X: Transfer 
of Funds, for journal voucher preparation and approval 
instructions. 
NOTE: Follow the existing interface notification 
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OTFM 

procedures. 

2. Respond to the OTFM requests for any and all clarifications 
and corrections. 

1. Receive automated trnst asset management system 
interfaces to TFAS or post to agency level holding accounts 
based on supporting bills for collection or field receipts. 
Funds must be distributed with interest if they are on 
deposit for more than one (1) day. 

2. Forward to the BIA requests for any and all clarifications or 
corrections within three (3) business days. 

3. Disburse all funds received through the BIA interfaces 
based on the: 
a. Existing instrnctions on file for the appropriate IIM 

account or tribal trnst account as reflected through the 
setup of the disbursement ticklers on TFAS; or 

b. New instructions received. 
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Background. This section discusses how trnst funds from an Indian land sale, right of ways and 
similar transactions are processed. All trust funds must be distributed through an IIM account so 
that the account holder may receive a statement as mandated by the American Indian Trust Fund 
Management Reform Act of 1994. Land sale and right of way proceeds cannot be paid directly 
to the landowner. Land sale and right of way proceeds cannot be posted to a trust account on 
TFAS until the BIA Officer-in-Charge approves the deed or the transaction. Match the account 
holder name on the supporting documentation with the account holder name on the TF AS 
pursuant to established policy guidelines. 

Cross Reference. 25 CFR Part 151 and. Part 169 
25 CPR§ 115.702 

Procedure. 

Responsibility 

BIA 

American Indian Trust Fund Management Refonn Act of 1994, Pub. L. 103-
412, 25 use§§ 161(a) and 162(a) 
25 USC § § 4001 et seq. 
Procedures for Handling Certain Non-Trust Funds, June 1, 2001 
IIM Desk Operating Procedures (DOP), Section X: Transfer of Funds 

Procedure 

1. Receive all applications and earnest money or proceeds. 
Deposit and post the funds received to a non-trnst account 
as directed in the policy directive memo: Procedures for 
Handling Certain Non-Trust Funds, dated June I, 2001, 
pending the BIA approval of the deed or transaction. 

2. Transfer the proceeds to the OTFM as directed in the policy 
directive memo: Procedures for Handling Certain Non
Trust Funds, dated June 1, 2001, upon approval of the deed 
or transaction by the BIA Officer-in-Charge. Fmward 
appropriate documentation (front and signature pages) of 
signed land sale/deed, right-of-way- agreement, etc. to the 
OTFM. 

NOTE: Generally proceeds transferred to the OTFM are 
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OTFM 

posted to the landowner's trust account on TFAS. 
Occasionally proceeds may be transferred to a special 
deposit account on TF AS pending the distribution to the 
landowner's IIM account. Funds left on deposit in a special 
deposit account for more than one (1) day must be 
distributed with applicable interest. See Chapter 12 
(Special Deposit Accounts) in this Handbook and IIM DOP, 
Section X: Transfer of Funds, for journal voucher 
preparation and approval instructions. 

3. Direct the OTFM to close the account if the: 
a. Proceeds received from a right of way transaction are a 

one-time payment and all proceeds are disbursed to the 
landowner; or 

b. Land sale proceeds are disbursed to the account holder 
after the account holder has sold their interest in all 
income-producing trust or restricted property. 

4. Respond to any and all requests from OTFM for 
clarifications or corrections. 

1. Receive and post all proceeds transferred from the BIA as 
directed in the policy directive memo: Procedures for 
Handling Certain Non-Trust Funds, dated June 1, 2001. 

2. Close the IIM account upon approval of the BIA Officer-in
Charge. 

3. Request any and all clarifications and corrections from the 
BIA. 
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Background. This section discusses the duties of a ce1tified collection officer. Funds must be 
deposited within twenty-four (24) hours of being collected or no later than the close of business 
on the next business day following receipt of funds at a location with a designated federal 
depository. Agency and field offices that are not located near a designated federal depository 
must forward funds received to OTFM staff at the regional office for deposit into the trust 
system. Checks containing both trust funds and non-trust fund checks are referred to as checks 
requirii1g a "split deposit." The non-trust fund portion of a "split deposit" and those checks 
containing only non-trust funds must be processed in accordance with policy directive memo: 
Procedures for Handling Ce1tain Non-Trust Funds, dated June 1, 2001. Any employee 
processing payments received must be a certified collection officer. Other federal agency 
income issued after the death of the account holder should not be deposited or posted to an IIM 
estate account. 

Cross Reference. 25 CFR §§ 115.702, 115.708 
31USC§101 

Procedure. 

Responsibility 

BIAandOTFM 

TFM Part 5 chapter 2000, chapter 3000, chapter 4000, Part 6 chapter 8000 
and 8030 
Procedures for Handling Certain Non-Trust Fnnds, June 1, 2001 

Procedure 

1. Handle funds received as directed in 42 BIAM, Supplement 
3 and policy directive memo: Procedures for Handling 
Certain Non-Trust Funds, dated June 1, 2001and25 CFR 
115. 

2. Receive bills for collection and field receipts from the BIA 
programs and prepare the deposit tickets based on the type 
of funds collected. 

NOTE: Only funds listed in 25 CFR § 115.702 can be 
deposited and posted into trust accounts. Collection officers 
cannot direct where to post funds they have collected. Such 
directions must come from the program staff. 

3. Deposit any funds received no later than the close of 
business on the next business day following the receipt of 
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funds at a location with a designated federal depository. 

4. Foiward all deposit tickets, bills for collection, and field 
receipts for trust funds to the OTFM. Foiward non-trust 
fund documentation as outlined in the policy directive 
memo: Procedures for Handling Certain Non-Trust Funds, 
dated June I, 2001. 

NOTE: Trust accounts must be open on the TFAS to post 
funds. Bills for collection and field receipts must indicate 
which trust account to post the funds and the account 
holder's name must match the name on TF AS in accordance 
with established policy guidelines. See Section 12-1 for 
instructions regarding funds that are to be posted to Special 
Deposit Accounts. 

5. Take any corrective action necessary after notification that 
the duties of a certified collection officer are not being 
perfonned properly. 
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Background. This section discusses the requirement to issue an explanation of payments for oil 
and gas royalty distributions. The Federal Oil and Gas Royalty Management Act of 1982 
mandates that oil and gas royalty distributions must be accompanied by an explanation of 
payment. This is accomplished through the Royalty Distribution and Reporting System (RDRS) 
which issues an explanation of payment for distributions. Any exceptions to distributions 
through RDRS may require manual processing of the explanation of payment. If they are not 
exempt, then an explanation of payment must be issued. All distributions must include interest 
earned on the funds being distributed. The account holder names from the DOI trust asset 
management system must match the account holder names on the TF AS in accordance with 
established policy guidelines. 

Offices should consult with the Solicitor's Office to detennine the requirements for furnishing an 
explanation of payments for oil and gas royalty distributions. 

Cross Reference. Federal Oil and Gas Royalty Management Act of 1982, 30 USC§§ 188, 191, 
1701 et seq., 1701 nt., Pub.L. 97-451, 104-185, 104-200, 105-362 

Procedure. 

Responsibility 

BIA 

Procedure 

1. Ensure that all oil and gas distributions are processed 
through the RDRS so that an explanation of payment is 
issued with the distribution. 

2. Request an explanation of payment exemption from the 
Solicitor's office and forward it to the OTFM for those 
distributions not issued through the RDRS. 

3. Obtain the Regional Director's approval to process the 
payment manually and forward the payment to the OTFM 
with supporting documentation for those distributions not 
issued through the RDRS and not exempted from the 
explanation of payment requirements. Documentation must 
include SF-1081 number, deposit dates, deposit amounts 
and the distribution breakdown. Offices should consult 
with the Solicitor's Office to detennine the requirements for 
furnishing an explanation of payments for oil and gas 



INTERAGENCY PROCEDURES HANDBOOK: MANAGEMENT OF TRUST FUNDS DERIVED FROM 
ASSETS AND RESOURCES ON TRUST AND RESTRICTED INDIAN LAND 

~HAPTER 17 OIL AND GAS 

UBJECT EXPLANATION OF PAYMENTS/MANUAL DISTRIBUTIONS 

PAGE 
SECTION 

2 of2 
17-1 

EFFECTIVE DATE July 8, 2002 

REVISION DATE 

OTFM 

royalty distributions. 

NOTE: Manual processing also requires OTFM Director 
approval. 

4. Prepare a manual explanation of payment only for those 
distributions not issued through the RDRS and not 
exempted from the explanation of payment requirements 
and forward the information to the OTFM for mailing with 
the check or ACH advice. 

5. Respond to any and all requests for clarifications on 
information provided to the OTFM within three (3) business 
days. 

1. Receive requests for all manual distributions. Requests 
must include: 
a. Explanation of payments waiver approved by the 

Solicitor or the request to process manual distribution 
approved by the Regional Director; 

b. SF 1081; 
c. Deposit dates; 
d. Deposit Amounts; and 
e. Distribution breakdown. 

2. Request any and all clarifications as needed from the BIA. 

3. Forward to the OTFM Director for approval. 

4. Process distribution requests that have been approved by the 
OTFM Director with any interest earned. 

5. Mail the check or ACH advice with the manual explanation 
of payment received from the BIA if applicable. 
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Background. This section discusses BIA recoupments not processed through the RDRS. 
Historically, it has been the practice to process BIA recoupments and the corresponding royalty 
distributions manually. These types of distributions must be approved by the Regional Director 
and the OTFM Director. An explanation of payment must be prepared manually reflecting the 
distribution and the recoup1nent. Exceptions to preparation of the explanation ofpay1nent tnust 
be approved by the Solicitor's office. The account holder nan1es fro111 the DOI trust asset 
manage1nent syste1n must match the account holder names on the TF AS in accordance with 
established policy guidelines. 

Cross Reference. Federal Oil and Gas Royalty Management Act of 1982, 30 USC§§ 188, 191, 
1701 et seq., 1701 nt., Pub.L. 97-451, 104-185, 104-200, 105-362 

Procedure. 

Responsibility 

BIA 

OTFM 

:erocedure 

1. Obtain the Regional Director's approval to process 
manually and forward to the OTFM with all supporting 
docu1nentation for distributions that are not processed 
through the RDRS and not exeni.pted fro1n explanation of 
pay111ent requirements. Docu111entation n1ust include SF-
1081 nutnber, deposit dates, deposit a111ounts and the 
distribution breakdown. 

2. Prepare a 1nanual explanation of pay1nent that includes 
rccoupments and forward the documents to the OTFM for 
n1ailing with check if not exe1npted by Solicitor's Office. 

3. Respond to any and all requests for clarifications on 
info1mation provided to the OTFM within three (3) business 
days. 

1. Receive requests for tnanual distributions. Requests 1nust 
include: 

a. Explanation of payn1ents waiver approved by the Solicitor 
and the request to process manual distribution 
approved by the Regional Director; b. SF-1081; 
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_c._Deposit dates; 
~Deposit A1nounts; 
L_Distribution breakdown; and 
£,___Manually prepared explanation of payment if not 

exempted by Solicitor's Office. 

&_Request any and all clarifications from the BIA. 

;L_Forward to the OTFM Director for approval. 

:L_Process distribution requests that have been approved by the 
OTFM Director with any interest earned. 

LMail the check or ACI-I advice with the 1nanual explanation ~ · 
of payment received from the BIA if applicable. 

·( Formatted: Bullets and Numbering ) 
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The following list of acronyms are commonly used in this Handbook: 

ACH 

ADM 

AKA 

ALJ 

BIA 

CFR 

DOD 

DOI 

E-FOIA 

EFT 

ETA 

FFS 

FOGRMA 

FOIA 

PRC 

FTSO 

GRS 

IARM 

IIM 

IPAC 

IRMS 

IRS 

ISSDA 

LTRO 

MSW 

Automated Clearing House 

Attorney Decision Maker 

Also Known As 

Administrative Law Judge 

Bureau oflndian Affairs 

Code of Federal Regulations 

Date of Death 

Depaitment of the Interior 

Electronic Freedom of Information Act 

Electronic Funds Transfer 

Electronic Transfer Acconnt 

Federal Finance System 

Federal Oil and Gas Royalty Management Act 

Freedom ofinformation Act 

Federal Records Center 

Financial Trust Services Officer 

General Records Schedule 

Indian Affairs Records Management Program 

Individual Indian Money 

Intra-governmental Payment and Collection System 

Integrated Records Management System 

Internal Revenue Service 

Indian Service Special Disbursing Agent 

Lai1d Titles and Records Office 

Masters of Social Work 

v 



INTERAGENCY PROCEDURES HANDBOOK: MANAGEMENT OF TRUST FUNDS DERIVED FROM 
ASSETS AND RESOURCES ON TRUST AND RESTRICTED INDIAN LAND 

NARA 

OF 

.OHA 

OMB 

OST 

OTFM 

OTR 

RDRS 

SF 

SSA 

SSI 

TFAS 

TFM 

TGA 

TIN 

use 
VA 

National Archives and Records Administration 

Optional F onn 

Office of Hearings and Appeals 

Office of Management and Budget 

Office of Special Trustee for American Indians 

Office of Trust Funds Management 

Office of Trust Records 

Royalty Distribution and Reporting System 

Standard Form 

Social Security Administration 

Supplemental Security Income 

Trust Funds Accounting System 

Treasury Financial Manual 

Treasury General Account 

Taxpayer Identification Number 

United States Code 

Veteran's Administration 

vi 



JN ltEI'LY REFER TO: 

TO: 

United States Department of the Interior 

BUREAU OF INDIAN AFFAIRS 
· Washington, D.C. 20240 

January 19, 2006 

All AS-WBIA Employees 

OST Employees ~--, Q~ h!{i 
Director, Bureau of Indian Af:ai/"J ~~ 
Special T1ustee for American Indian~t/i ~ 

FROM: 

SUBJECT: Policy for Assigning !J1dividDal Indian Money AccountfOwner JD 
Numbers 

This memorandum establishes the policy for assigning Individual Indian Money (JIM) 
account numbers and Bureau ofJndian Affairs (BIA) identification (ID) numb<0rs. This 
memorandum supersedes any previo11s directives regarding this practice. 

All account/Owner ID numbers assigned after the date of this memorandum must be in 
compliance with this policy. All existing account/Owner JD numbers will be brought into 
compliance, 

Superintendents/Field Representatives are responsible for the assignment of ID numbers 
for individuals that are enrolled in Tribes under their jurisdiction. The ID numbers must 
be entered into the appropriate system(s) of record within three business days of request. 
If there is not a Superintendent/Field Representatives assigned to the local agency, the 
Regional Office with jmisdiclion is responsible. 

Below are the formats for assigning numbers: 
l. Categories: There are four categories of account/Owner ID s as illustrated in the 
following table. 

----- -----~---- ·-·······-··---·-·········'< "-------Category Category Descriptions Resulting Num 
OST and 

bers for Agency Responsible 
No. 

hldividuaJ with adirect-interest in !IM Account. 

II 
trust or res_tr_ic_te_.dJq_n_d. ____ . __ ... _. __ ,_Nc_:.o_. ____ _ 

Individuals with a life estate, dower IIM Account 
or curtsy, or homestead inlerest in No. 
trust or restricled land. 

-·~-·-------·-·- ----------------~-----· 

JI[ Individuals with proceeds resulting 
from other agency income (i.e. 

JIM Account 
No. 

IHA 
...... , _______ 

BIAID 
No. 
BIA ID 
No 

-
NA 

----··--
NA 

Veterans Affail-s or Social Security) 
----rv---Tnctividuals with proceeds resultin_g ___ -ilM Account--

from per capita distributions from No. 
7/·iba/ Trust Funds or Jiidgment 

----· Awai:ds. ·-------------~·--- ----·--- .•. 

for Assigning the 
Number 

··--
BIA 

BIA 

·----------·-~-- .. -
Written non-delegable 
authorization from the 
Director, BJA 
OST to us~ proVictZc:f ... 
information 



2. llM Account/ID Number Siz~ 

The use of the existing tcn('J ())-character numbers will remain the )ltandard for the 
assignment of !JM account numbers and ID numbers. A maximum of 12 digits for 
account/Owner Icl may be used in the future provided that all systems ofrecord can 
interoperate. 

-i1T~istratio;1 of the numb~r fcrnu-at: 123Ul234s6i8 ____________ _ 
---···-.,-·-······· '¥ 

123 

u 

123465 

3-digit numeric code-Tribe Code or Land Area Code or Alaska Regional Corporation Codes; 

I-digit Alplm character-Class Code (also known as Alpha Code); and 

6-digit number (cmTent minimum sizc)-unique sequential number or enrollment number 
or (in the future) 

1234567 or 
12345678 

• I 

_··_-_7_or_8_.c.!igit number, as need~-~2J:o! expansion of IIM account num_l;>er or ID numb~::_ _________ ] 

A. Jhree (3)-Djgit Numeric Code-Constitutes a Land Area Code or Alaska Regional 
Qm?gra_tioJL(:g_@.g.rJrilrnl.C:2<1e~ 

OR 

OR 

i. Land Area Code identifies the reservation on which the trust or restricted land 
is located or lhe location of the restricted land in which an interest is being 
established for a non-Indian, including non-Indian life estate, dower or curtesy, or 
homestead owners. 

ii. Alaska Regional Corporation Code identifies where: 

• an Alaska Native is emolled; or 
• a non-enrolled Alaska Native is affiliated. Specifically, the entity most closely 

affiliated with the individual who previously owned the subject interest(s). 

nL Tribe Code identifies the federally recognized tribe where: 

• an individual Indian is enrolled; or 



• a non-emolled individual Indian is affiliated. Specifically, the tribe most closely 
aff!Jiated with the individual who previously owned the subject interest(s). 

1f an account/Owner ID exists and is in compliance with.this policy, additional numbers 
must not be assigned. If an TD number exists but is not in compliance, a compliant ID 
number must be assigned and all systems updated accordingly to eliminate the non
compliant ID mrmber. 

The use of"generic" Tribe Codes for non-enrolled individual Indians, e.g. "JOON" or 
"SOON," shall be prohibited and such "generic" Tribe Codes replaced with Tribe Codes 
determined using the criteria stated in this policy. 

B. One(!)·- Character, Alpha- Class __ t;;odc W;lo known as the Alpha Code): 

The Class Code identifies the account/Owner ID tYPe established for the individual. lt is 
determined as follows: 

1. Class Codes for IIM account/ID numbers for individuals with a direct interest in 
trust or restricted land are: 

A-Original Allottee: An emolled individual Indian granted an original 
allotment ofland. For locations which utilize the Trnst Asset Accounting 
Management System (T AAMS) for income distribution, this class code 
will also be utilized to document an Indian who has an undivided foe 
interest in trust lands. 

U-Unallotted Indilm: All enrolled Indian other than an original allottee, 
owning land interests, except when establishing an IIM account number 
for per capita payments. For locations which utilize the TAAMS for 
income distribution, this class code will also be utilized to document an 
enrolled lJ1dian who has an undivided fee interest in trnst !mids. 

N-Non-Emolled Indian: An Indian not enrolled in a Federally recognized 
Tribe (lineal descendent.) For locations which utilize the TAAMS for 
income distribution, this class code will also be utilized to document a 
non-enrolled Indian who has an undivided fee interest in trnst lands. 

R- Formerly unknown remaindcrman - no longer valid 

X- Non-Indian Fee Jnteresl Owner be used by those locations which do 
not utilize TAAMS for income distribution. 

11. Class Code for ITM account/ID number for an individual with lifo estate, dower or 
cnrtesy, or homestead interest is: 



B- Life Estate, Dower or Curtesy, or Homestead Interests for a non-Indian 

L- Life Estate, Dower or Curtesy, or Homestead Interests for an lndian 

iii. Class Code for !IM account/Owner ID numbers for individuals resulting from 
tribal or judgment per capita distributions are: 

J- Judgment Per Capita Payment. Used only for: 

• Minors or emancipated minors; 
• Adults-Individuals determine to be non compos me111is, or adults in 

need of assistance or under legal disability; and 
• One-time only after the death of an individual whom the Secretnry 

has determined is eligible lo receive judgment ·funds, but is 
deceased al the time of distribution and their estate has not been 
pro baled. 

P- Tribal Per Capita Payment. Used only for: 

• Mfoors or emancipated minors; and 
• Adults-Individuals determine to be non compos mentis, or adults in 

need of assistance or under legal disability; and 
• One-time only after death of an individual whom the tribe, through 

resolution or tribal code, has determined is eligible to receive the 
tribal per capita payment, but is deceased at the time of distributi011 
and their estate has not been probated. 

Each Line Officer/Supervisor is responsible and will be held accountable to ensure their 
staff: (l) understands the above information; (2) implements this policy; (3) brings all 
cun·ent account numbers into compliance, and (4) remains compliant wil.h this policy. 
Each Regional Director must develop a Corrective Action Plan (CAP) for cnnenl non
compliant numbers. The CAP is clue within 45 calendar days of this memorandum date 
and the completion of the CAP must be scheduled for no later than September 30, 2006 . 

.If you have any questions regarding this directive, please contact: 

BIA: Danyl LaCounle, (406) 247-7943 
OST: Margaret Williams, (505) 816-1072 



ACCOUNT HOLDER NAME ... , SUPERVISED INDIVIDUAL INDIAN MONEY (llMl 
ACCOUNTS: DISTRIBUTION PLAN DATE OF BIRTH (mmlddttyyy) l"'" __ / __ I __ · 

.......... -...... -.......... .-. .. -.. --··-····-··············- ·--·-·-·--·-·-······-·---·-·----···-·--··························--·· 
Erf1ctlv• Data: S•pt•mbar 26. 2001 BEGINNING AND EXPIRATION DATE I .. I I __ ,_, __ _ 
NOTE: OTFM will only make payments based on a fully completed and approved BIA distribution plan. 

A· ACCOUNT HOLDER INFORMATIONrsstt-exotanat• 

ACCOUNT HOLDER'S FULL NAME (Firs~ Midrfla, Las/ Name, and Suffix) 

,... 
OTHER NAMES USED (For example: maiden, also known ••[AKA}, etc.} 

DATE OF BIRTH (mmlddlyyyy} 

"'" I I 

,.. 
SOCIAL SECURl1Y NUMBER 

... 
8 - PERFORMANCE STATEMENT AND 1099 MAILING INFORMATION (See ins/ructions on last page} 

FULL NAME (Rm, Middle, La.si Name, snd Sl.lffix) OF; 

0 ACCOUNT HOLDER OR (If sppllcsbleJ, 

MAILING ADDRESS (Shel or P. 0. Box, City, Stats, and Zip Code) 

,.. 
0. CUSTODIAL PARENT OR 0 GUARDIAll/0 ff Guardian, court order attachod 
,... ····-,..·--··---···---··-··-· .. ··-········~-·······-···········-············-·········-··-··········-········ 

C - ACCOUNT INFORMATION<Self-explanal• 
UM ACCOUNT NUMBER(S) (Identify accounf(s) covered by IM plan) 
,... 

TYPE OF ACCOUNT SUPERVISION (Plsass check appropriate box) 

0 ADULTINNEEDOFASSISTANCE 0 EMANCIPATEDMINOR --·--·-·--·-····------·--·----·----------···--·------·--------------------····· 
LEGAL DISABILITY 0 MINOR 

··-·-··--~---------···-----------~-··········-···· :C·-·-. ----·-·---··-·-·----·----·-·--·-------·--··I.~--·----· 
NON COMPOS MENTIS (Court Order Attached) 

D - DISTRIBUTION PLAN INFORMATION {Self-sxptanatory) 

TYPE OF DISTRIBUTION PLAN (Please cbeclc appropriate box and provide dale) 

0 . INITIAL DISTRIBUTION PLAN 
·--····-·-·-····--······ .. ~------------···-·-·-· .. ···------------···-·--··--··-·----·--·-·--·-------···-·······---·-······----·-·-·---······-·--···--··-·············-········-·······-··-·········-··-········· .. ······· 

0 MODIFICATION OF PLAN (Pmvkie date of inllial plan to be modified: mrnlddlyyyy) I 1. 
-·-····-·-··-·---·----·--·--·----· ······----·-···-----------·····--·······---·-···--·--········---···-·-·····---···-·-······-·--···-···-·-··-·············--······-····-······-··-·············-

D SUSPE:NSION OF PLAN (Pro...ido dato of initial plan lo be susprmdod:mmlddlyyyy) -----------·-----·-··-·--··.---··-·· .... ··----··· .......... _ .. ___________ ....... --.-· .. -··-·-······· .. •·· .. ··-·-··----.. ----·-----.·-----··-·---· .. ··-·-··--···· .. ····--····-····· .. ---·--·--· 
0 CANGE:UA TlOt'I OF PLAN (Provide date of Initial plan lo be canceled: mmlddlyyyy} 

NOTE: BIA Officer-tn~Cherg• ha-5. approved TEmovina the f8.Strictlon from the account 
-~~-~~'~--

PRIVACY A.CT STATEME.HT and PAPERWORK REDUCTJOH·ACT NOTICE 
Th• tofr>O"TI..CkJn ntqu••t.d on th!• fenn la r.qun-.d for the purposa· of dl•bunlng mon•y by• Fad.ral ag.-ncy. AJf Information provld•d •bov• !a prot.c;ted under L"l• Privacy Act al 5 U.S.C. 552 {bJ 

-..hlcl1 Shat.a. Ul:.t ltl. UM AeeQunt JnformaUon can ht provld.d onfy to govemm•nt a~oy••• wtic- dutJ•• require accna. You arw not ,..quited ta provld• the lnfarmaUon rwqu1t3led on a form 

th1t l11ubjtct to tht P1perw_afk R1ducUonAct unfess the fom displays a valid OMB control numb.Ir. 

1 ... PAGEHUMBER Of ___ TOTAL!lUMSEROFPAGES I 



.-----...: 

SUPEh: ... dED JNDIVJOUAL INDIAN MONEY (llM} 
ACCOUNTS; DISTRIBUTION PLAN 
Ett•tilv. D.ala: S•pt•rnb.r 2~ 2DOt 

·:· 

ACCOUITT HOLDER NAME ,.. 
·--·-·---. ---. ----·--·---··-+-···-·---·-····-·-·····-· .. ········ .. ·-·-··-·-···-··········-··-·-
DATE OF a!RTH (mmlddlyyyy} j,... __ ! __ / __ 
---·---------·-·--- - ----·····~·· .. ·····-··----·-·-····-····---·--*" .. ·--·· 
BEGINNING AND EXPIRATION DATE l II-- __ 1_1 __ __1_1 __ 

E • PAYMENT INFORMATION (Ss., iw.;truction,. on last pago -1/ lh.,.,, Blft more than &a :reparale <iisbursemen!s, copy anci attach this page lo the plan, and check the /Jox.) 0 

PURPOSE OF THe DISBURSEMENT (E.G., !'\ENT, UTILITIES, CLOTtONG, ETC.) ~ . . 

~~~§-~~-=~~~ 
. ,.. 

NAME OF PA YEE (Fin>~ Middle, Last Hams, Suff11t, or Name ol Bu>iness) 

. . - --· ------.-----------~-------·-···------·--·-·---:----··-··--·--·--··--·---··--·--····-····· 

DPAYMENT BY CHECK (Enter ll!Bfling addrasslSl!Bet or P.O. Box, City, State. and ilp Code} I ,... . 
~ 

:~::;~:!:::;::::::;;;:~ ~=. ~:;~ ::) orBu~e .. N._J~i-,.. D c~c:~~~-==-~~'..~- -----===~~=~::=-===~~==:=::=::=:::===:= 
b. BANK ROUTING NUMBER & PAYEE'S BANK.ACCOUNT NUMBER ~ ------·----:--- ,.-----·-·--···-·-·- ----------··--···-----·-·--·-·--···········-·-·-·-

0 SAV!llGS ACCOUNT 

c. . NAME OF BANK AND TELEPHONE NUMBER 

E • PAYMENT INFORMATION (Continued - see in$1rUctian• en last a•flel 

· PURf'OSE OF THE DISBURSEME/IT {E.G., Rerr, UTIUTIES,.CLOTHING, ETC.) ,. 

FREQUENCY {M=Monlhly, Q=Q~y. ~_;;.sW-<Bi-Weekly~A~nual, 0"();.-.,;;,,.,} r·--------------s~oos(;;,;;d~J --,---·,----··--··· 
... DATE. PAYMENT DUE TO PAYEE (Om;;:;;ow 5 dais forcheck/2 dayS for Dimc;t Deposlld&;;;;;} ~-·------------··----··------........ - ..... -·---··- --·-·· -·· ··-

PAYMENT AMCJµNT ($)AND llM ACCOliNTNUMBER{Sj {From wh/cl;;;;;;;;;m;; made) ~~---·----·----·liii"AC'co~NT ;·-----·-··-····-·-···-··--···· .. ··-· 
' _.......... - - -··~-- .... --. .... _.. -.... ---.... ---~ . .,. ..... ..-............... ~·~··---.. ~·-··--!""············ 

.~.~-~!~~~~di•, Last N•""'· Suf!11t, or Name of.Business) ----,- I -·---·----·--------------·-·····--·······------· .. . . . . . . ~ 

0PA YMENT BY CHECK (&lier msiling eddrass/Street or P.O. Box, Cly. Sfale, and Zip Code) 

0PAYMENT BY DIRECT DEPOSmEFT (Please complele a. through c. below} ,.. 0 CHECKING ACCOUNT OR 0 SAVINGS ACCOUNT 

.. --;-·HAME!SI ON niE8AHKiCcooo"fF=,;;;.iid,;;t;;;;;;;;;;~s;;;,. or~;;.--;;;;;;;;;;l- ,;-.. "·-·-····---·-·-·----·-·--···-·-·---·-··-........... -----···-·-···--····· 
-···-b. llANKROUTINGNUMii"Eii'PA.YEE's BANK ACCOUNT NUMBER -- . ~------·-· ... - .... ·-----·--------·-·----·-·····-·---------··---·· 

·---·-~. NAME-;;F BANKAN"oTEi:E;tic,-;:.;NUMBER ---·------- -.."'."_ .. _____ ----- ----·---·------·---------

NOTE: OTFM will only make payments based· on a fully compfela·d and app10ved BIA distribution plan. 

PRIVACY ACT STATEMENT and PAPERWORK REDUCTION ACT NOTICE 
Th•· lnform.11,k;tn htqus•l•d on thb form la rwqulnd for ttt. purpo•• of dlabursJna mon•y by a Feder1l ag•nqt~ AQ lnformatJon provid•d abov• i:& prol•cl,9id und•t tn. PrivKy Act at 5 u.s.c. 5.52 {b) 
which St.I•• that lh• HM ACCOLlnt f:nformaUon can 1>41 provldad oolt to gov.m.m•nt •mploy••• wf1:ot:• dutl•• ,..qul,..111:t:r;:•n;~ You .,-c not raquln,d to provid• !he inklnnallon ntquesl•d an• rorm 

that II subject to Iha Paperwo!ll ReducUon Acl unless Iha form displays• valid DMB control numb<lr. 

i.. PAGENIJMBER Of_ TOTA!.NUMa1mol'Pl\GES ' 



, 

SUPERVISED JNOIVIDUAL INDIAN MONEY {llM) 
ACCOUNTS: DISTRIBUTION PLAN 

ACCOUNT HOLDER NAME I JI> -----.. ·---··--··-···-.. ·---·--·-·---·····-·., . ......., _________ , ___ . ___ ·---···· .. ····· 
_DATE OF BIRTH (mmldd!YYYf} )>- __ l __ I __ 

---------~-·-·- - --- ---·--... ----·---- -··-·---.... ··--···----------.. --
Etfedb·• Dilt.: S.plamb•r 21-. ZD.Ot BEGINNING AND EXPIRATION DATE )> I I - I I 

F , RECOMMENDING-AND AUiHORIZING OFFICIAL SIGNATURES (See lnstnictions on last oaoe! 

_RECOMMENDING OFFICIAi.. BIA OFFICER-IN.CHARGE 

DA Tl: SIGNED (mmtdd/'Jlm') Thisl.s the Jlo- DATE SIGNEO(mm/~) ... 
recommondation @ta, -----
SIGNATURE (S/gnatrne acknowledges 
lhaJ the 111commendBd 
payments/withdrawals under Iha 
Dl.tribulion PlllTI are dr:r:med to be In the 
best /nter&st of th1t kco®t Holder). 

' - ' . ~ 

PRINT NAME ANDTIT!..E 

.... SIGNATURE (Signature ceroties lhal the II
-paymefllstwithdfawals under the 
Distiilwtioo Plan llTll deemed lo be In the 
be!;t int ere.st of the Account Hold"1j. 

·----------.. --····---------·-·· .. ··-

-------..,--------1 __ ....... ----·-- ---· ... PRINf NAME AND TITLE 
,. 

'--···· ----1----- -----------------
PHONE NUMBER ... PHONE NUMBE_R 

,. 
G • BIA INTERNAL USE ONLY· AFTER APPROVAL (Ss11 Jnsf/llCfians on lastpageJ 

OTFM (Dale .sent to OTFM) .,. 
I INITJAL -... DATE ,... I 

CASE FILE (Dale filed by SIA) >- I I INITIAL ... DATE ... I I 

PMIACY ACT STATEMEHT •nd PAPERWORK REDUCTION ACT _llOTICE 
Th• lnfonn•Uon Bquestad cn lhl1 f or:m la raqtdr•d for th• purpcu of dlahurt1ng mon•Y by a Fader.al agtincy. All Jnformatlon·provldwd above- la ptot.cted. under Ul• Privacy Act ;al .5 U.S.C. t552 (bl 
which Stal•• that IM JIM Ac:Cou:n& Jnfomta.llM an be provided only to oovimment 1mptov••• .mo.a du tit• raqtilr. accaaa.- You are not required to provide th• hlfonnatton requstecf on 3 form 

lh•·l la aubjact ta- th9 Paperwork ReduCtlqn Act unJ.•• ~ form dl•pl•p • ntld OMS cvntn:>l nt.1mb'!l!r. · · 

1... PAGE,NUMBER _ ~F;___ TOTAL llUMllER OF PAGES I 



·----- . -~.~ 
l RUCTIONS TO COMPLETE THE SUPERVISED IL ... :.CCOUNTDISTRIBUTION PLAN (Effective Date: Scptembc. ~J. 2001) 

Top Right•Hand Corner of Plan: person/enUly Is given guardians~lp Oller !ho accounl trolder «Is ciiract deposiVEFT Will be made Into the payee's checkinQ 
(For BIA Reference - lhls in(onnallon must be provided on given control ~n.d =tody o/ !he account holder, the appointed aeo<>unt or .. vlng• •eoounL 
each page ·of the OlslrltJutlon Pian.) pt:rrSontontlty don nat b•V• controt O'i't:r the propeny. Do ~ a. Namefs,) ctn the ba_n~ account Enter the names .o! 

B•ulnnlng data Enter Begiriolng Dale aft.at the BIA OfflCar~ln
Ch..g. has signed the initial dlstnbuUon plan tor• 9tva:nyeat. Tho 
B"ljinnlng Da!• Is !he actual dale Iha! the BIA offi""r~n;:bargo 
signed lh• lnlllal dlslnbulion pl•n. 

Explrotlo!t dale Enter Iha exphatlon dole af!lr the dislrlbutlon. 
plan Is olgnedc Tua e""""lk>o $le musl nol exceed """ >""" li"om 
tho ~ dol• al ti>e lnillsl di•lributloi> plao. 

A • Account Holder Information <s•n.exp1ana1o<y) 

B - Perfonnance Statement and 
Malling lnfonnatlon 

1099 

Full """'" of ldenUnea tho per1on(•) who I• lo """'Ive the 
. •l•lsmenl of perfonnonce for th• .Gcounl and a copy llf !he 1099 
fonn, whlch,W•• •en! lo. the Internal Revenue Servi.,.. 
Checll "...,..,uni Holdor" "lfle account /l<>ldet Is: 
• •n •Oult. In need of.a.u/sbnt:fl wilh no l*O•I (IUIUdJan. Enter 

the account.holder'• name. 
.. •n •rn•n~lp•tad minor.. Enter the accounJ holde.ta name. 

Attach • copy al the oourt llfder emanclpati1111 the mlncr or a 
ropy of lhe aa:ouot holder's marriaga certillcata. 

• logal/y diAbfod With "° /Ofl>ll guanllan. Enter Ille account 
holders name. Also, ll llle BIA seives as. Iha R•pn,..mlaUve 
Payee for other federal dollars, enter !he name of th• BIA 
.otncer..Jn--.charge. 

Chei:A "Cuslodlal Paiwnt" and Mier Ille CU$1Qdlol parsnl'• name 
if Iha aCCOW'll hokf•r Is a· minor sod r.eskiea. with lhe ~ namad. 
Chm ck '"Guatdl...,11 if the account holder ls: 

• · • mlnof who hn had• l"11•l 11uaralan •ppo/nted. Enter the 
n:ame Of lha guardian and attach a copy of lha court's 
gu•rdians.hip order~ 

• •11 aduJI ln nffd of •.sslslanc• who hu • l•g&f a.Untian 
over Irle or lrar prop.my. · En!er Ille llllllle of Ill« · guanlian 
and attach .a copy of the court'J.guardlanshfp order~ 

• l"111Uy dlsobl_,j Wltb a /efl•I gulf!rll«n ..,,... Ills DI'. h•r 
proporty. Enler Ille nama llf Ill« guardlan and allam 'ropy 
ol Uio court'•·guardlanahlp order. 

• Non-compo• m•ntis.. Ent.r lhe name of tha guardian mid 
attach R copy-of thl court•s guardianship order. 

• • w•rd of.th• c:autt and"° person or entity has been given 
guardianship ""er Ula accounl llokk!fs propeny. Enlar Ille 
nama of the court. If -the court ha• named a person or entlty 
{•-O·~ Bl.A..) •• f'taving contrPJ over the •ccount hold.,.-• 
property. enter the. name . .of that person or entity. Attach a 
"'1'Y"1 lh1 court order. 

NOTE: II a peaonlenUly has been appointed by a court lo serve 
llS a legal guardian without limilalion, Iha! personlenUty will have 
control · of Iha account holder's propeny. Howevar. !! a 

enter the name.of lhe person wllh whom Iha child resldes·{e.g.,. tndividuals who have access to the bank acCount. 
foster parent. grand parenl} if that .person· has not bsen appol.nted b. Bank routfng number & payea.s bank :u:count number 
l~I guardian by.a rourt o/ competent juriwitlion. {self..,.planalO<Y) 

M.atUng address· Enter the address or the .person{s} or ~ntity 
ldanli6ed lo receive Iha slalemenl of performance and a copy of 
the 1099 foon sent to the Internal Revenue SefYk:e. 

C -Account Information {aol! ... xp1ana1wy) 

0 - Distribution Plan Information {cel1-<planalory) 

E - Payment Information 
F'ttrpo!• ·for 'the-· dJsbun:ement for pch recommended· . 
disbursement. state 'Iha ~c purpose for tile disbursement (e.g., 
rent. dcllllng, ulllltlt!S, etc.~ The purposa may filE be ·one-lirm! 
disbu111amen1us needed.• lf lllua:ount holdO< resides wilh olher 
peBons. and is only rtiSpon1ible for part· of th• ran_t. -utililiea. 
telephone, etc., lotlude that .lnformallon in this Une (e.g.; Y. of 
electricity. bill~ 

Fra9119ncy Enter Ille approprlate leller {e.g .. M z every month, <F 
•V8!Y three monlhslquartar, •le.) lo lndlcale hew onen you want 
OTfM to dist>l.lml Illa fllnde, Also, lndicale lhe "ffeQuency Slop . 
Oate• that Is . Iha d•le .Illa n1cuning paymont will •lop (la., If Ilia 
payment is to be made for Iha nexl 6 months, and the payment 
begin• onJanu0ry16", il1e frequency slop date wilt be June 111' .) 
If no slop date Is provided, H will defovlt to th• axpinrtioit dot• o/ lh• 
tfiJ;fribuikm plan. 

Oal• p•ymenl I• duo I<> P"YH Enter tho data that !ho paymonl 
I• due to llw paye. {E.g., II a utillly p>yment Is belog mads. enter 
Bill due d•le ro lhe lofTll.) This will .,!low OTFM to make a Umely 
dl•"""-'"11 so Iha! llU! payment can be ""'8lve<I by !h<l <kle data. 

Payment' •mount ($} and llM account numbtr(.s) Enter Iha 
payment amount {$}. ~more Ulan oo•· llM at:COIJllt number was 
given kl. sadkm ·~ inform:it1on:• ~. enlet the specific 

llM """""11 numberl•)'finm v.hidl OTFM wW disb<ltsa funds f0< Iha 
payment. 

Nam• of th• par-• Enler the fuft "'"""' Qf thee lndr<ldua\ or en:t.lty 
Wlto will ~e !he dl!ibllrsemenl. Nots: No BIA !mployse, tlibal 
toninrc:tor B/tllJ/OYee, BIA Sl)!:[al services or tribal saciaf services · 
may be named Piil"'• foT llM funds,,, on •=uni holder. 

Payment bi th•ck trpaymeol ls to be ~ds b!1 ch,,.ck. pfaca :a~ 
X in thls box 1100 enter ther payee·s mailing. addro.ss. Note; Na 
chef'.ks may be Senl "cw or: sUperintendsnt or social seMcss 
without the approval Of the Dsputy Ccmmisskmar of Indian Affairs. 

Payment by direct degosil/EFT Ii payment i• lo be m.do by 
direct deposlUEFT, then Check lhis box ~nd indlc:l!e whe'J1er Iha 

c. Na.ma of bank and l•.Jephon• number (t,eJf-expfanatoryJ 

F • Recommending and Authorizing Official 
Signatures 
Recommending official The recommending official Is lhfJ penson 
who de¥t:lops tll& plan and recommends lti approvaf lo Ui~ 8'A 
affi~or !n :ehargc. 

oa1. signed (salf.explanalo<)') 

Slgnatu.r• The Recommending Official musl .sign the distribUtlon 
plan. The slgnalJJre acknowledges Ural the recommended 
paymentslwllhdrawals Wider Ille plan are deemed lo be In Iha bes! 

· Jntece:st Or the acc:ount holder. 

Prlnt n•m• .and UUe {••lf·•llCpfanalory} 

Ph~-~· number (s:elf-explanatcny} 

SIA Olll--ltH:tutrge TM atA Officer.ifH::hatge I• lh• p&r>on wno 
ha• c;fet,!lgcded authorlty from ·the Secretary to approve 
dlsbununnenis from a s.tlpervlsed UM accouol 

Dat• slgn.-d l.f ·the. 00:.tribl.Jtipn plan being signed ~ the tnillal plan · 
for any given year, !lien tho dale rlgne<J ls also the 1>e11Innlng datt 
o! Ills plan Whldl $hould be nlled.!il on the top riQhl comer ol each 
page of th• plan.. If the. plan i!I a modif'fCSUon. suspen•ion, or 
eancePaUon of an exisUng dlstrlbutkm plan for a given year, lhe 
date that tt1f? BlA Officer-In-Charge· signed lhe plan does nol eftect. 
the beginning date or lhe lnillal dlstrlbution plan. Howe.var, if.an 
enr;;lsUng d!litribu11on. ptan ls to be cancefed, the date th• dtstrlbvtion 
plan ts slgnad become• ~e explration dale t>l the ~an. 

S!qnatuni The BIA Officer-In-Charge musl •ign d"is:lribulion plan 
· before It -bscoroM effecUve. The .signature certifies that the 
paymentslwJttidrawa:b. under the plan are deemed by him or her to 
be In 1he best1n1eres1 oI ll1e Account Holder. 

P.rlnl name and t!t!•· {self·explanatory} 

Phon• num- (sell-explanatory) 

G • BIA Internal Use Only (After approval) 

OTFlll' Enter !he <lala Iha\ a copy of the plan and any attachmetlts 
were .. nt lo OTFM and lttlllal and enler the dale thal this 
lnformatlon was recorded on the plao. 

Cas• flt• Enlet the di!-I" the plao was filed lo the C~•• fi1. a!ld 

lnlllid and d•t.. when lhe lnfotmali<m Wa< recorded in the plan. 

ALL INFORMATION.PROVIDED IS PROTECTED 
UNDER THE U.S. PRIVACY ACT. 



APPENDIXH 
INSTRUCTIONS FOR BUILDING HM ACCOUNT NUMBER(S) 

The format for an account number is ###A###### (10 characters). The first three are digits that 
represent the: 

1. Tribe code where the account holder is enrolled, or 

2. Tribe code with which the non enrolled account holder has the strongest association, or 

3. Land area code for the land from which the non Indian fee interest account holder 
(forestry) or non Indian life estate/dower holder is receiving income. 

4. The fourth space is an alpha character that denotes the type of account: 

A - Original Allottee 
B - Life estate - income beneficiary 
U - enrolled, not original Allottee 
J - Judgment per capita 
P - Tribal per capita 
N - Non enrolled with trust interest 
R - Life estate - remainder 
X - Fee interest 

5. The last six characters represent a unique account number. In some instances the last six 
digits include the enrollment number. The exception to this rule is a Burial Fund 
account. While the account number for burial funds includes two alphas instead of one, 
it is still limited to ten characters. 
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CHAPTER3 
DEFINITIONS 

Account Holder means a tribe or an individual who owns funds in a tribal or Individual Indian 
Money (IIM) account maintained by the Secretary. 

Account means trust fund records that are maintained by the Secretary for the benefit of a tribe 
or a person. 

Account Name means the name on the tribal trust or IIM account. The name on the IIM accmmt 
must be the legal name. 

Account Holder or Payee Signature means the signature, thumb print or mark of the account 
holder, custodial parent, legal guardian, emancipated minor, power of attorney, person who the 
BIA recognizes as having control and custody of a minor, per capita recipient or other payee. 
The signature, thumb print or mark must be notarized by a certified and bonded nota1y public or 
witnessed by a DOI employee. The DOI witness must clearly indicate "witness," include their 
title and phone number, and their signature must be dated the same date as the signature being 
witnessed. Before the DOI employee witnesses the signature, thumb print or mark, the signer 
must show verifiable photo identification to the DOI employee. Signatures of unrestricted 
account holders who are incarcerated in a state, county or local detention facility may be 
certified by the detention facility warden or other official pursuant to state law. Signatures of 
unrestricted account holders who are incarcerated in a federal facility may be certified by a 
federal prison warden, superintendent, or other federal prison official under section 4004 of Title 
18, Oaths and Acknowledgments. 

Administrative Error means an e1TOr by the BIA or the OTFM that may result in an erroneous 
deposit into an IIM account, a disbursement to an account holder or a disbursement to a third 
party on the account holder's behalf. 

Administrative Law Judge (ALJ) means an employee of the Department of the Interior's 
Office of Hearings and Appeals (OHA) upon whom the Secretaiy has conferred the authority to 
conduct hearings in accordance with 43 CFR Part 4 Subpart D. 

Administratively Restricted Account means an IIM account that is temporarily restricted by 
the OTFM where an account holder's current address of record is unknown or where more 
documentation is needed to make a distribution from an account. 

Adult means an individual who has reached 18 years of age, except when the individual's tribe 
has determined the age for adulthood to be older than 18 for access to tribal tlust fund per capita 
proceeds. 

Adult in Need of Assistance means an individual who has been determined to be "incapable of 
managing or administering his or her own property, including his or her financial affairs" either 
through a(n): 
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(1) BIA administrative process that is based on a finding by a licensed medical professional 
or licensed mental health professional; or 

(2) Order or judgment of a court of competent jurisdiction. 

Agency means the agency or field office or any other designated office in the BIA having 
jurisdiction over trust or restricted assets. For purposes of this Handbook, this term also means 
any office of a tribe which has contracted or compacted a DOI trust function. 

Appeal Bond means a type of bond that guarantees payment of an amount that may be owed 
after the completion of an appeal process. 

Approving/Approval means the action taken by BIA to approve a lease, pennit, or other trust 
transaction. 

Assign/Assignment means to transfer rights and other obligations by contract (e.g., in a lease or 
permit for use oftmst land or resources) to an individual, company, corporation, partnership, or 
other assignee in exchange for compensation or other consideration. 

Attorney Decision Maker (ADM) means an individual who reviews a probate package, 
detennines heirs and beneficiaries, determines creditors' claims, and issues a written decision 
based on the record. 

Beneficiary means any individual who owns a tmst or restricted asset or receives an interest in a 
tmst or restricted asset, including restricted property in a decedent's will. 

Bureau oflndian Affairs (BIA) means the Bureau oflndian Affairs, Depaiiment of the Interior. 

Bureau of Indian Affairs (BIA) Officer-in-Charge means BIA Regional Director, 
Superintendent, or Field Representative with proper delegations. 

Business Day means Monday through Friday, excluding federal holidays. 

Certified Collection Officer means the DOI employee authorized to receive fonds and deposit 
the funds into a Treasury General Account (TGA). 

Collection means the process of enforcing lease, permit and contract payment provisions. It does 
not include the duties of a certified collection officer. 

Compact or Contrnct means an ageement between a tribe and the DOI authorized under Title I 
and III of the 1988 amendments to Pub. L. 93-638, 42 Stat. 208, Pub. L. 100-472 and Pub. L. 
103-413. 

Court of Competent Jurisdiction means a federal or tribal court with jurisdiction over tl1e 
subject matter at issue; however, if there is no tribal court with jurisdiction, then a state court 
with jurisdiction. 
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Creditor means any individual or entity who submits a claim for payment from a decedent's 
estate. 

Curtesy means, under applicable state law, a husband's right upon his wife's death to a life 
estate in the land that his wife owned during their marriage, assuming that a child was born alive 
to the couple. 

Day means a calendar day, unless otherwise specified (such as a business day). 

Deciding Official means the official with the delegated authority to make a decision on a 
probate matter, and may include a BIA regional director, superintendent, or field representative, 
or attorney decision maker (BIA deciding official), or an OHA, ALJ or other OHA designated 
official (OHA deciding official). 

Delegated Official means the designated official or DOI employee of the Agency delegated the 
authority to conduct business on behalf of the agency. 

Department means the Department of the Interior. 

Deposits means receiving funds, ordinarily through a Federal Reserve Bank, for credit to a trust 
fund accow1t. 

Department of Interior (DOI) Employee means an employee of the Department of the Interior, 
but as used in this handbook does not include a tribal employee who perfon11S a function under a 
DOI program that has been contracted (Self-Detennination) or compacted (Self-Governance) 
under PL 93-638. 

Dower means, under applicable state law, the wife's right upon her husband's death to a life 
estate in one third of the land that he owned in fee. 

Emancipated Minor means a person under 18 years of age who is married or who is determined 
by a court of competent jurisdiction to be legally able to care for himself or herself. 

Encumber or Encumbrance means to attach trnst assets held by the Secretary with a third party 
claim, lien, or charge approved by the Secretary. 

Encumbered Account means a trust fund account where some portion of the proceeds are 
obligated to another party. 

Estate means the trust assets 0W11ed, including trnst or restricted or trust lands or resources and 
funds in or owed to an IIM account, by a decedent at the time of his or her death. 

Estate Account means an account for a deceased IIM account holder. 
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Fee Interest means an interest in land that is owned in unrestricted fee statns and is alienable by 
the fee owner. 

Freedom oflnformation Act (FOIA) means the Freedom oflnformation Act, 5 U.S.C. § 
552(b). 

Guardian means a person who is legally responsible for the care and management of an 
individual and his or her estate. This definition includes, but is not limited to, conservator or 
guardian of the property. However, this definition does not apply to property subject to 25 CFR 
§ 115.106. 

Guardian of the Person means a person who is legally responsible for the care and management 
of the individual but does not have custody, care or management of that individual's estate. 

Heir means any individual who receives an interest in trust or restricted property or resources, 
including trust funds from a decedent in an intestate proceeding. 

Home Agency means the agency where the account holder is enrolled. If the account holder is 
not enrolled or is a member of more than one tribe, then the home agency will be the agency 
where the account holder has the strongest association. 

Immediate Family means a spouse, brother, sister, lineal ancestor, lineal descedant, or member 
of the household of an individual Indian landowner. 

Indian Land means any tract of land in which any interest in the surface estate is owned by a 
tribe or individual Indian in trust or restricted status. 

Indian Landowner means an Indian tribe or individual Indian who owns a surface or subsnrface 
interest in trust or restricted lands or resources (e.g., minerals, timber, etc.). 

Individual Indian Money (IIM) Account means an interest bearing account for trust funds held 
by the Secretary that belong to a person who has an interest in trust assets. These accounts are 
under the control and management of the Secretary. There are three types ofIIM accounts: 
unrestricted, restricted, and estate accounts. 

Individually Owned Indian Land means any tract, or interest therein, in which the surface 
estate is owned by an individual Indian in trust or restricted status. 

Interest means investment income received in the trust accmmt. 

Interested Party means any potential or actual heir, any beneficiary under a will, any party 
asserting a claim against a deceased Indian's estate, and any tribe having a statutory option to 
purchase the trust or restricted property interest of a decedent. 

Intestate means a decedent died without a will. 
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Judgment Funds means funds awarded by the Indian Claims Commission or the United States 
Court of Federal Claims, and authorized and appropriated by the Congress of the United States 
to be used or distributed based on a plan approved by Congress. 

Judgment Per Capita means a congressionally approved distribution of funds among tribal 
members or to individual descendants identified in a settlement or a use and distt·ibution plan. 

Judgment Per Capita IIM Account means an IIM account established for a judgment per 
capita. 

Lease means a written contractual agreement between an Indian landowner (lessor) and a tenant 
(lessee), whereby the tenant or lessee is granted a right to possession oflndian land for a 
specified purpose and duration in exchange for compensation or other consideration. 

Legal Disability means the lack of legal capability to perform an act which includes the ability 
to manage or administer his or her financial affairs as detennined by a court of competent 
jurisdiction or another federal agency where the federal agency has detennined that the adult 
requires a representative payee and there is no legal guardian to receive federal benefits on his or 
her own behalf. 

Lessee means an individual, company, corporation, or partnership that has obtained a lease on 
tribal and/or Indian lands in exchange for compensation. 

Life Estate means an interest in tt·ust land or resources that is limited in duration to the life of 
the individual (life tenant) holding the interest or the life of some other person. 

Master of Social Work (MSW) means a social worker who possesses a Master of Social Work 
degree from an accredited college or university. 

Minor means an individual who is not an adult as defined in this Handbook. 

Non Compos Mentis means a person who has been detennined by a court of competent 
jurisdiction to be of unsound mind or incapable of managing his or her own affairs. 

Office of Hearings and Appeals (OHA) means the Hearings Division, Office of Hearings and 
Appeals, Department of the Interior. 

Office of the Special Ttustee (OST) or Special Trustee means the Office of the Special 
Trustee for American Indians, Department of the Interior, or its authorized representative. 
Office of Trust Funds Management (OTFM) means the Office of Trust Funds Management, 
within the Office of the Special Trustee for American Indians, Department of the Interior, or its 
authorized representative. 

Power of Attorney means an instrument authorizing a person to act as the agent of another. The 
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power may be general or specific. 

Privacy Act means the Federal Privacy Act, 5 U.S.C. § 552a. 

Probate means the legal process by which applicable tribal law, state law, or federal law that 
affects the distribution of the decedent's estate is applied to: (1) determine the heirs; (2) approve 
wills and beneficiaries; and (3) transfer any funds held in trust by the Secretary for a decedent to 
the heirs, beneficiaries, or other persons or entities entitled by law. 

Probate Specialist means the BIA or tribal employee who is trained in Indian probate matters. 

Remainder meru1s the remnant of trust land or resources created at the same time as a life estate, 
by the same instrument, and limited to arise innnediately on the detem1ination of that estate 
(property interest that passes on the death of the life estate holder). 

Remainderman means an individual who is entitled to an interest in trust land or resources upon 
the death of the holder of the life estate in the tmst land or resource. 

Representative Payee means an individual appointed by the Social Security Administration 
(SSA) or other federal agency to act as an agent for a person who is judged incapable of 
directing the management of his or her federal benefits. 

Resolution means the formal mam1er in which a tribal government expresses its legislative will. 

Restricted Account means the DOI placed a restriction on an IIM account and the account 
holder does not have unlimited access to the account. 

Restricted Fee Land(s) means land the title to which is held by an individual Indian or a tribe, 
and which can only be alienated or encumbered by the owner with the approval of the Secretary 
because of limitations contained in the conveyance instrument pursuant to federal law. 

Returned Per Capita Account means a trust account for judgment fund or tribal per capita 
checks that have been returned to the Secretary as undeliverable to the account holder because 
t11e individual's whereabouts are unknown or the judgment fund per capita checks were not 
cashed by the account holder within twelve (12) months of issuance of the check, or the checks 
were not issued because the individual's whereabouts were unknown at the date of issuance. 

Secretary means the Secretary of the Interior (DOI) or his or her designcc authorized to act on 
tl1c behalf of the Secretary as to the matter at hand. 
Signature means the name, mark, or writing used with the intention of authenticating a 
document. 

Special Deposit Account means a temporary account for the deposit of trust funds that cannot 
be credited immediately to the rightful account holders. 
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Statement of Performance means a quarterly report that identifies the source, type, and status 
of funds in a trust account; the begiiming balance; the gains and losses; receipts and 
disbursements; and the ending balance. 

Superintendent or Field Representative means an authorized representative of the Secretary of 
the Interior who is the officer in charge of a BIA agency or field office. 

Supervised Account means a restricted IIM account, from which all disbursements must be 
approved by the BIA Officer-in-Charge, that is maintained for minors, emancipated minors, 
adults who are determined to be in need of financial assistance through an administrative 
process, adults who are under legal disability, or adults who are determined to be non compos 
mentis. 

Testate means the decedent executed a will before his/her death. 

Trespass means any unauthorized occupancy, use of, or action on trust or restricted lands or 
resources. 

Tribal Account or Tribal Trust Account generally means a trust fund account for a federally 
recognized tribe that is maintained and held in trnst by the Secretary. 

Tribal Land means the surface estate of land or any interest therein held by the United States in 
bust for a tribe, nation, band, community, group or pueblo oflndians, subject to federal 
restrictions against alienation or encumbrance, and includes such land reserved for BIA 
administrative purposes when it is not immediately needed for such purposes. The te1m also 
includes lands held by the United States in trust for an Indian corporation chartered under section 
17 of the Act ofJune 18, 1934 (48 Stat. 984; 25 U.S.C. § 476). 

Tribal Law means the body of non-federal law that governs tribal lands and activities, and 
includes ordinances or other enactments by a tribe, tribal constitntions, tribal court rulings, and 
tribal common law. 

Tribal Per Capita means a distribution of tribal trust funds to individual tribal members 
pursuant to a tt-ihal resolution. 

Tribe means any Indian tribe, nation, band, pueblo, rancheria, colony, or cmmnunity, including 
any Alaska Native Village or regional or village corporation as defined or established under the 
Alaska Native Claims Settlement Act which is federally recognized by the U.S. government for 
special programs and services provided by the Secretary to Indians because of their status as 
Indians. Tribe also means two or more tribes joined for any purpose, the joint assets of which 
include funds held in trust by the Secretary. 

Trust Account means a tribal account, an UM account or a special deposit account for trust 
funds maintained by the Secretary. 
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Trust Assets means trust lands, natural resources, trust funds, or other assets held by the federal 
government in trust for tribes and individual Indians. 

Trust Funds means money derived from the sale or use of tribal lands, restricted f~e lands, or 
trust resources and any other money that the Secretary must accept into a trust accoimt for 
deposit into trust. 

Trust Land(s) means any tract or an interest therein that the United States holds in trust status 
for the benefit of a tribe or an individual Indian. 

Trust Personalty means funds in an !IM account or funds owed to a decedent's !IM account on 
the date of death. 

Trust Reform Act means the American Indian Trust Fund Management Reform Act of 1994, 
Pub.L. 103-412, 108 Stat. 4239, 25 U.S.C. § 4001. 

Trust Resources means any element or matter directly derived from trust or restricted property. 

Unrestricted Account means an !IM account where the Indian account holder may determine 
the timing of and amount of disbursements from the trust account. 

Use and Distribution Plan means the document submitted by the Secretary to Congress, 
together with all pertinent records, for the use or distribution of judgment funds. 

Vendor means any individual or entity who provides goods or services to an account holder and 
submits a claim for payment. 

Verifiable Photo Identification means a valid driver's license, a government issued photo 
identification card such as a passport, security badge with photograph, etc., or a tribal photo 
identification card. A copy of the verifiable photo identification must be attached to any request 
if verifiable photo identification is required. 

Voluntary Hold means a request by an Indian account holder with an unrestricted !IM account 
to keep his or her trust funds in a trust account instead of having the funds automatically 
disbursed. 

Will means a written testamentary document including any properly executed written 
modifications or revisions called codicils, that states who will receive the decedent's trust or 
restricted property. 
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CHAPTER2 
DISTRIBUTION AND REVISION 

Distribution. The Handbook will be distributed to employees of the BIA and the OTFM 
responsible for the management of trust assets and resources. Any federally-recognized Indian 
tribe or tribal organization that has contracted or compacted trust functions will be provided with 
a copy of the Handbook upon request. The Handbook will also be available in electronic form 
on the BIA and the OST web-sites. Distribution of revised Handbook pages will be in 
accordance with this section. 

Revision. 

A. Consultation. The BIA and the OTFM will arrange for consultation between the staff of 
the two agencies before making any substm1tive changes to this Handbook. 

B. Comments. Readers who identify errors in this Handbook or have recommendations for 
improvements or clarifications are encouraged to forward their comments and 
recommendations, in writing, to either: 

BUREAU OF INDIAN AFFAIRS 
Office of the Deputy Conunissioner 
1849 C Street, NW, MS-4140-MIB 
Washington, D.C. 20240 

OFFICE OF TRUST FUNDS MANAGEMENT 
Office of the Director 
505 Marquette, NW, Suite 1000 
Albuquerque, NM 87102 
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BUREAU OF INDIAN AFFAIRS 
ANl> 

OFFICE OF THE SPECIAL TRUSTEE FOR AMERICAN INDIANS 

APPENDIX A 

PUBLIC LAW 103412, 103d CONGRESS 

"American Indian Trust Fund Management Reform Act of 1994" 



( 

PUBLIC LAW 103-412-00r. 25, 1994 

Public Law 103-412 

108STAT. 4: 

103d Congress 
An Act 

T-o~orm Uw m&n&et10•nto(lltodi.a11 T.nm:Fultid., and roro.thtrp~ 

& It 01U1cted by tM Senate and HoUOI: of R-prexntatiuu of 
IM United Stales of Amuic~ m CcmgreM QJSS<!mbld, 
SECTION I. SUOB:l' 'ITlU:; TAJ!U: OF CON't'J!NTS. 

(al SHORT Tm.!:.-Thls Act may be cittd ... tho K A.ni.erican 
Indian Truat Fund Manal!"m•nt Reform: Act or 1994". 

(b) TABLE OF CoNTENTS . .:...The table of aintenta for this Act 
is as :fbllows: 
Se-c. L Short tit1e1 tabla o! .cont.mt&. 
Sec. 2. O.l!ni~oou. 

'l"lTLE 1-Rl!COONmON OF TRUST RESPONlllRILITY 

Sec. 101. AJ!lnnalm - ""!WmL 
s... 10:1. a:w.z:~1;1y o1 s.c;r.w, 1o .......,t r... tU dall1 ao<1 """""' bolanceo ., l>wrtliu"1a. 
Sec. 103. l'a,....,,t ol In-.. JM:vidu.al huiian. "'"""' ...... 111. 
s.c. 104. J..uU>ority for P•J'OW't or d.m:u. <or u.- .....i. 

TlTL& ll-!Nll!AN' TRUST PUND J.IANAGEMENT PROGRAM 
Sec. l!OI. ""'-
Sec. .202. Vohi>lialT w!U.dnow&l - b'uat llu>da _..... 
Sec. ~ . .1u4-1: &l>da. 
Sec. l!O•. Tocb.oi<al -Ut.oou. · · 
S.C. 2Qij, OtUi P....,_ s... 200. RotuniolwltlidN.-11>.nda. 
Sec. 207. S.rinp ~""-
S... l!Oa.~lo~ 
s...m.~~ ... 

TITU: Il1-BPECl.AL TRUSTEE FOR. AMERICAN ll'IDI/.NS 
a ... ao1. ~ 
S.C. 301.. Offtce fl SJ>td,al Tnatft for Am•riean I11d:lt..l:ia. 
s ... 303. AulhmiC.. arut Nn<tiOIU of th• Sp<d&l Tniat.eo. 
Sec. 304. -.itm."'Jl<'lt. s..:. sos. swr aod "'"""11>.n"-
s.c. aoo. M\'iaoiy boo:rd. 

TITLE IV-AUTllOl!JZ\.TION OF APPROl'R!ATIONS 
Sec. <Ol. Auu-;.ai;.. ohpp~= 

SEC. 2. DEnNmON!I. 

For tho purpo"°" orthl• Al:!: 
(l) The term 'Spe.;ia! Trustee• m•an• the Special Trustee 

for American Indiana appointed under section 302. 
(2) The tenn "Indiao tnne" meam any Indian tribe, band 

nation, or other organized group or community, including any 
Ala3ka Nati..,,, village or regional or· village corporation aA 
defined !11 or establiohed put$Uant tD the AJa;;ka Native Clahns 

20 use <-001. 
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%6 USC .. 11. 

Settlement Aot (85 St.at. 688), which la recognized as eli 
for the spoeial programs and services provided by the UL 
St.ates to !ndians becal.UJe of thoiutatus a.a ID.dians. 

(3) The term "Secretary" means the Secrotary ol 
Interior. 

(4J The term 'Office" mean5 the Omce ot Specili.1 'l':rustee 
ror American l'.itdlons establiahed. by soetlon 302. 

(5) Th• ten:n ''Bu"au• means the Bureau of Indian Affairs 
withm th• Deportment of the Interior. . 

(6) The term "Department" means the Department of the 
Interior. 

TITLE r...:...RECQGNITION OF TRUST 
RESPONSIBILITY 

SEO. 101. An'IRMATlVllACl'ION 11.EQllllllm. 

The lint settion. of the Act of June 24, 19S8 (25 U.S.C. l62a) 
ls amended by ad~n . at the end the following new subsection: 

"(d) The Socro a proper dtscluun of the trust "•ponsibU; 
!ties· of tho United tates shall lnclutfe (but ue not limited to) 
the following: 

· "(1) l'i:11vidin1t adequate systema for a=untmg fo:r and 
reporting trust fu.nd balances. 

"(2) Providing adequate controls over receipts and disbu,...... 
men ta. 

"(3) Providb>.g periodic, timely reconcilla.tions to assure the 
a=aey ofaccou.nta. 

"(4) Detennlning- aceurate cash balances. 
"(5) Preparing and •Upplying accollllt holden with period.le 

atatemonts of their accollllt perfornwice and with balances 
of their account which ahal.I be available on a d.aily baal 
· "(6) Eatabllllhin&' conslitent, written polic:le4 and Proeedun 'i. 

for mat fund mmqe,nent and acmunting. 
"(7) ProTidlng adequate ltailing, sup<>ni•lon, and tra.inln& 

for l1'Ullt filnd ~ment and accounting. 
"(Bl Appropriately ma.nqinir the natural re.aou.n:es located 

within the boWlrlari ... or Indian reurvation• and truot lands.·. 
SEC. 102. IU:Sl'ONSmlUl'T OF SECllm'All.Y TO ACCOUNT FOi<. '.l'lUl 

DAILY ANI) AN:N'OAL BAL.I.NOES OF INl>IAN 'l'B.UST FUNl)s. 

(a) RllQUllU!lMENT To ACCOUNT.-Tb.e Secretary shall ll<=W>t 
for the daily and AlUlual balaoce of all funds held m trl.UJt by 
the United State& for the benefit of an Indlan tribe or an individual 
Indian which ue i!epoaited or inveoted purauant to the Act of 
June 24, 1988 (25 U.S.C. 162a). · 

(bl. PEruomc S't'.1.TEMENT OF PERFOl!M..l.llCE.-Not later th.an 
20 bu..iness daya after th" cl°"" of a calendar qwuter, the s..cr..tary 
aball provide a Jtatenent of perfurmance to eacb Indian tribe and 
indiTidual with nllptet to ,.bom funds are deposited or in..,ated 
punua.nt to the Al:t of June 24, 1938 (25· U.S.C. 162a), The ltate
ment, for the period con.,..rned, aball ident.ify-

(1) the""~ type', and status of tlie funds; 
(2) the bet!inlli.ng bal.ance; 
(3) the '8!-"• ll'.ld losses; 
(4) rt<:elp\s and dlabursement..; and 
(5) the ending balance. 
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(c) ANN'UAL .Auoit.-The Secretary &ball cause.to be conducted 
an annual audit on a fiscal year baais of all funds held in trust 
by the United States for the benefit of an Indian tribe or an 
individual Indian which ano deposited or Invested pun1uant t<> the 
Act of June 24, 1938 (25 U.S.C. 162a), and shall include a letter 
relating to the audit in the first rtatement of performance provided 
Wider subsection (b) aller the completion of the audit. 

SEC. 103. PAn!EN't or INTEREST ON lNDXVIDUAL INDIAN MONEY 
ACCOtJNTS. 

(a) PAYMENT OP INTERE.sT.-'l'he fltst section of the Act of 
February 12,, 1929 (25 U.S.C. lSla), is amended-

(ll by striking out "That all" and inserting in lieu thereof 
"That (a) all"; and ..• 

(2) by adding aner subsection (a) (as designated by para· 
ll'l'llPh (1) of this subsection) the following: 
"(h) All funds hold. in t=it by the United State.. and carried 

In principal accounts on the bookil of the Ub.i.ted States Treasury 
to the ~t ofindillidual Indians shall be invested by the S«:retary 
of the Treasury, at the requ .. t or the Secretary ·of the Interior, 
in public debt aecurities with maturities suitable to the needs 
of the fund inV11lved, as detl>rmlned. by the Secretary of the Interior; 
and bearing lntl>rest at rat.a det.rmined by the Secretary of tho 
Treasury, taking Into t1>1llliderat!on current market yields on 
outstanding marketable obligations of the United States of com
parable aemtritle&. •. 

(b) WITHD!tAWAL AtrmORITY.-The second sentence of sub
section (a) of the fl:rst section of the Act of June 24, 1938 (25 
U.S.C. 162a), is amended by inserting "to withdraw from th<> United 
States Treasury and" after "prescribe,•. 

(c) TEcHN!CAL CORRECTION.-The second subsection (b) of the 
first section of the· A<;t of June 24, 1938 (25 U.S.C. 162al, as 
added by section 302 of Public law 101-644 (104 Stat. 4667), 
is hereby nodesignated ... subsection (c). 

(d) EFnCT!VE DATE.-Tbe amendment made by suhseetion (a) 
aball apply to Interest earned on amounts deposited or Invested 
on or- after the date of the enactment of t.wa Act. 

2s use 16l&\ 
note. 

SEC. 11)(. Atr!'HOIUTY FOR PAYMl!lNT OF CLAIMS FOi~ INTEREST Z& use 401:!. 
OWED. 

The Secretary shall make pa;'flnents to an lnd.ividual Indian 
In fUll satisfact.ion of any claim of such individual for Interest 
on amounts deposited or lnv.,,ted oo bebalf of such indiridual 
before the date of enactment of this Act retroactive to the date 
that the Secretary began investing individual Indian monies on 
a regular ha.sis, to the utent that the cla.im is identified-

( l) by a re""!nciliation process of individual Indian money 
account.s, or 

(2) by the !ndMdual and presented to the Secretary with 
supporting documentation, and is verified by the 8"cretary 
pursuant . to the Department's policy for addressing 
aceoun tholder losses. 
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TITLE II-INDIAN TRUST FUND 
MANAGEMENT PROGRAM 

SEC. JO!, PUal'OS& 

The pu~ or lhla title Is to allow tribes an opportunity 
to manage tribal fund& oummtly held fn trust by the United State• 
and manilpd by the Secretary through tho Bureau, that, cnnslateot 
with the truat r.aponalbil.ity.1>f th• United Statea and the principles 
of self·detennination will-

( l) giv-e rn;u;,; tribal flllvenunonts grioater control over 
tho management or auch trust funds; or 

(2) otherwise dmon.trate how the principles of B<llf-deter. 
mination can work with respect to the tnanagi>ment of aucli 
tnl.:lt fu.uds. fn a mann"l" cooai<tent with the tnmt responsibility 
of tho United Stat.a. 

SEC. 202. VOLON'l'.IJtY 'FlTllDllAWAL FROM TRtllll' FtlM)S PRC>GR.u!_ 

(a) l'.N GENEJ<AL.-.An Indian. tribe ma:r, In accordance with 
this lleetion, •ubmit a plan to withdraw '"'m• or all funds held 
in t:nat lbr auch tribe by tho United States and managed by 
the Secretary thtougb. lho Btiffilu. 

<bl-APPROVAL. Oii' PL..IN.-The S..,,.,,tary aliall approve ouch plan 
within 90 dan of reeeipt and when appro'!i<'ir the plan, the See
retary aluill Obtain the advice of the Speoal Trustee or prior to 
tho appointment of ouch. Special ~ the D!.recior of the omce 
of Tritilt Fund Manaeement within the Bureau. Such plan shall 
meet the followinir condJtlooa: 

(1) Such plan ha.a been approved by the appropriate Indian 
tribe and i.o a=mpan.ie<I by a. resolution from the tribal govern. 
fng body approving t.be J>lan. 

(2) The &cretuy dot.ermin .. auch plan to be reasonable 
after conaiderin!r ..U appropriate faotora, i.ncluding (but not 
limited to) t.be rollowlng: . 

(A) The capabllity and experieru:e of the individuals 
or iruititotiooa that will be inanaging the tmnt funds. 

(B) The ·prot¢tlon aplnst sub•tantial loss of principal. 
(o) D!SSOLtrrlON" OF 'l'llusr REsPOWSIBIUTY.-Beginni.ng on the 

date funds are withdrawn pursuant to thl• section,, any trust respon
aibillty or liability of the Unitod Statu with reopect to •uch funds 
shall c......, except M providod for in section 207 of this title. 
SEC.,...._ JtlDGMENT FWllS. 

(al IN Gw-mltAL.-The Secntaey is aulhori.iod to approve plans 
under .section 202 of this tiUe for the withdrawal of judgment 
funds held by the Secretary. 

· (b) LIMITATION".-Only such funds held by the Secretary under 
the t:enrui of the Indian Judgment Funds Use or Distribution Act 
(25 U.S.C. HOl) or an Act of Congress wWch provides for tb.e 
secn>\;arial management ot such judgment fl!nds •hall be included 
In such plans. 

(<:) SEC!UlTAJUAL Dtrm:s.-In. approving such plans, the See. 
rotary sball •n.rur&-

( ll th.at th• purpose "and ue of th• Judgment funds identi
fied in the previously approved judgmeot fund plan will con
tinue to be foliowetl by tho lndiau tribe !n th~ management 
of the judgment fund.; aud 

·: 
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r (2) t.liat only fund.s held for Indian tribes m:J be withdrawn 
and that any funds held for individual trib members are 

!: 
not to be included in the plan. 

SEC. 26'. TiCHNICAL ASSlSI'ANCE. u use •02•. 
The Semtary shall-

(1) dire<:tly or by ecntracl, provide Indian tribes with tech-
nical assistance in developin~, ilnplementing, and managing 
Indian t:ust fund investment pans; and 

(2) among other th.ing><, eruure that l~, fina11cia1, and 
otber ~ertise of tbe Depattment of tbe terlor bas been 

) made y available In an advisory capacity to the Indian 

f 
tribes ta assist in tho development, 1mplementation, and 
llllUlail"ment of investment plans. 

SEC. JtWL GIW'IT PROGRAM. . .. 25 USC-1025. 
(a) GENERAJ:. AO"l'!IORJTr.-Tbe Seer..tary is authorized to award 

j!I"'nt.I to Indian tribes for th:!iu~•• of developing and impleinent-

r 
1ng plarui for tbe 1nvestment In Ian tribal mist fund.s. 

(b) UsE OP FlrnDs.-Tbu:Jllrp<?$0S for which funds pro'<ided 
under this IOCtion may be · include (but are not limited to}-

I· (1) the tralnlng and educaUon of employees responsible 
j; for monitoring the Investment of lra•t funda; 
I (2) the building of tribal capacity for the investment and 
1· manj!\"m•nt of trust funds; 

· (8 th,. development of a comprehensive tribal lnvutment 
plan-

{4) the implementation and management or tribal trust 
l'u.nd lnvutmen t plmu; and 

(5) wch other purpose5 related to this title that the s.,.,. 
reta-ry deems appropxiltte. 

Sll:C. llOll, lll:Tt1Rbl Oi' 11'n'll'.DllA WN FUNDS. 25 USC 40211 
Subjeet to such. c:nndlt.iona as the Secretary may preacribe, 

' 
any Indian tribe which has withdrawn tnut funds mar, choose 
tQ return any or all of the troat funds aucll tribe bas withdrawn 
by notifying the Seere~ in wriUn& of its Intention to return 
the funds 'to the control an management of the Secretary. 
SEC. :tl'T. SAVINGS PROVISION.. 25 USC 4027. 

.. By submitting or appro~ a plan under this title, neither 
' the tribe nor the Secret..,,- sh be d""med ta have ....,pted. the 
I' account balance as accurate or w have waived ai.l.y rights regarding 

such balance and to seek compensation. 
SEC. ZO&. lUill'Oltl' ro CONOl\ESS. 25 use w.ui. 

'l.'b.e Secretary shall, beginning one J"ar after the date of the 
enactment of this Act, •ubmit an annu report to the Committee 
on Natural Resources of the< House nf Representatives and the 

! 
Committee on Lndian Affairs of the Senate on the Implementation 
of P"'/W'.:" under this title. Such report shall include reeonunonda-

• 
tions if any) for changes necessary to better Implement the ·purpose 

! 
of this title. · · . 
SEC. :lll!J. REGUUTIO/fS, 25 USC4029. 

(a) IN GENERAL.-Not later than 12 months after the dat.e 

I, of enactment or this title, the Secretary shall promulgate final 
regulations for the Implementation of this title. Ali regulations 
promuJgated pursuant ta this title shall be developed by the Sec-
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Prwldent. 

...,tary with the full and active participation of the Indian t.-.'b, 
with trust tunds h~ by the Sei:ntaey and other alfe<:ted Inc!U 
tribe•. 

. (b) EFFECT.-The lilck ot promulgated regulationa shall :a 
Umlt the effect oi ihls titlo. ~-

TITLE ill-SPECIAL TRUSTEE FOR 
AMERICAN INDIANS 

SEC. 301. l't1l!POSI:& 

Th" purposes of this title are- · 
(1) to provide for more eft'e<:tlve managemen.t of, and 

accountability for the proper diochargo of, the Secretaey's l;ru.,t 
resporuo!billties to Indian tribes and individual Indllllll! by 
est.ilbUahing in tho Department of the Interior an Omcer of 
Special Tni.stee for American Indilu:is to oversee and coordinate 
reforma within th• Departnient of practices relating to the 
manqement and dlachai-n of sw:h te$Jl0nll'bllities; 

(2) to enaure. that re1onn of ow:h practi""" in the Depart
ment la eanied out in a unified manner snd that reforms 
of the poUt:ios, praet.ices, pro<:t!du.res and systelrul oftJ:le Bureau 
Minerala Management &rvlce; and Bureau of Land Manage'. 
men~ which carcy out such tru.st responsibilities, are effective, 
corunaunt, and integrated; and 

. (3) to ensure the hnplementation of all reforms neeess ary 
for the proper discharge of the Secr..tary's trust responsibilities 
to Indian ~ and individual Indiana. 

S11C. SOL OFFICE OF SPECIAL TlUJllTEE FOR AMERICA.N lNDIA:Ns. 

(a) EsrABLISHMENT.-'lliere la hereb.J Mtablished Within the 
Department of th• Interior the Office of 6peeial Trustee for Ainer
lcao Indians. The Office ahall be headed by the Special. Trustee 
who shall r..port directly to the Se=tary. 

(b) SPBCIAL 'l'RUSTEE.-
(l) APPolNTMENl'.-The Special Trustee shall be appointed 

by the I"ruident, by and with I.be advice and consent of the 
Senate, from among indlvidllals who possess demonstrated abil
ity in general management of large guv•romental or business 
entir.ios and pa.rtirular knowledg.o of tru.t fund management 
mana;i•meat of financial institutions, and the investm.ent of 
large sums of money. 

(2) COM!'BNSATION.-The Special Trustee •hall be j>aid at 
a rate determined by the Secretary to be appropriate for tho 
position but not Jes. than the rate of basic pay payable at 
Level ft' of the Executive Schedule under section 53 lS of U tie 
6', United St.ates Code. 
(c) TERMINATION 01 OFF!CE.-

(1) CONDITIONED Ol'ON l'.Ml'LEtdENTATION OF 1!.EFORMS.
The Special Trustee, in proposing a termination date under 
section 303(aX2XC), shall ell.!lure continuation of the Office 
until all reforms Identified in the strategic plan have been 
implemented to the satlsfa.ction of the Special. 'l'l:u.stee. 

(2) 30..DAY NOT!CB.-Thirty days prior to the terntlnatlon 
date proposed in the plan submitted under this section, the 
Special Trustee shall notify tho Se=tary and tho Congr..ss 
in writing- of the nrol!ress In imnlementinl!'. the refanns iden.tl-



:;' 

I 
\ 

I 

( 

PUBLIC LAW 103-412-DCI'. 25, 1994 108 STAT. 42!4.5 

lied in the plan. Th• Special Trustee, at that time may tee· 
ommend the continuation, or the permanent ..,til,ushment, 
of the Office lf the Special Trustee <1>ncludes that continuation 
or pennanent estabtlslu:nent is neoosaary ior the eflident dis· 
charge·or the Secretary's trust responsibilities. 

(3) TEIUUNAT!ON l>ATE.-The Office shall te.nninate 180 
legislative days a.fl;er the date on whicn the notice to tlle Con
gt"OSB under paragraph (2) Is provided, unless the Congress 
utenda the authorities of the Special Trustee. For the purposes 
of this section, a legislative day is a day on which either 
House Ol the Con~sa is in .... ion. . 

SEC. 30$. Atml01t.n'IE8 /\Nil FUNOTIONS OF THE SPECIAL TRUS'l'Ji:I!:. l!S USC l\HS. 

[a) CoMl'IU!:WINSM SrltATECIC !'LAN.-
(1) IN GJINEllAL.-Th• Special Trustee sha.11 ptepue and, 

after consultation with Indian tribes and appropriate fnd!an 
orp.niu.tlana, aubmit to the Secn!tary and the Committee on 
Natural &e.ources ot the House of Rapresent..tives and the 
Committee on Indian Affairs of the &Date, within one year 
after the inltlal ap]l<lintlnent is 111.ade Wlder aection. 302(b). 
a eomptehens!ve strategic plan for all phases of the tnat 
management buain.,.. eyclo that will en.tUl'e proper and efficient 
di••harp of th" Seete~s tru.I res]l<ln.;ibllilies to Indian 
tribeS and Individual Iiidians in co111pllance With this AA 

(2) PLAN RE:QUIRl!MEms.-The plan pl'flpated und•r para
graph (1) shall include tbe following: 

(A) ldentification or all reform• to the policies, proce
dures, praciicu and oyste111s of the Department, the 
Bureau, tlle Bureau of Land Management, and the Min
erals, ~ent Service necossa.ry to en/Slll"e the prn~r 
and efficient di~• of the Secretacy'• trust nsponsibil-
lties In compliance W1th lhia M · 

(BJ PniTiaion• for opportunltiee for Indian tribos to 
assist In the management of their mi.st account.. and to 
identify for the Se.:utary option•· for th.o investment or 
their trust accounts, in a tnann!r eon.si!.tent with the trust 
responsibilities of the Secretary, in way• that will help 
promote ect>nomic development In their communlti ... 

[C) A timetable for implementing the tefonns identified 
In the plan, including a date for the proposed tennin.atlon 
of Ute Office. 

(b) DUT!ES.-
( 1) GENERAL OVERStGRT OF IU:FORM: EFl'ORTS.-The Special 

Tna~ shall oversee all reform e!Torl:a within the Bul'1'au, 
the Bureau of Land Manageme11t, I.lid the Minerals Manage
ment Service relating to .the trust responsibtllties of the Sec
reta.cy to ell8Ure the establishment •f policies. procedures, sys
tems and practices t.> allow the Seoret:uy to disch.atge hls 
trust responaibilitios in corupl!ance with th.ls Act. 

{2) BURE>.u OF INDIAN AFFAlllS.-
(AJ MONrrOR RECONG!LIATlOti OF TRUST ACCOUNTS.- . 

The Special Trustee shall moo.itor the teconclllation of 
tribal and Individual Indian Money trust account.. to 
ensure that the Bureau provides the account holders, with 
a fair and accurate accoun~ng; o(all trust accounts. 

CB) lNYEsnrENTS.-Tb.e Sptcial Trustee shall ensure 
that the Bureau establish•& appropriate policies and pr<>ce-
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du?l!S, and develops necessary iystems, that wiU .allc 
lt-

(1) properly lo account for "·'d invest, u well , 
··rnaxintlze, in a manner conslstec~ with the starut:cn 
l't!strictiou imposed on th• Secretary's illvestm.ent 
options, the l't!turll on the investment of all trust fund 
monies, and 

(il) to prepal't! accurate and timely reporla to 
account holders. (and others, as required) o.n a period!• 
baala regudlng: all colleotioll8, dlaburl!ements, invest
ments, and return on investments related to their 
accounts. 
(C) OwNm.sllll' A.Nli L!lABl!l l>A.'1'.A..-The Spedal Trustee 

shall IHl#tl.rf> that the Bureau establishe,s policies and pnu:. 
tii:.os to malhtam complete, •=rate, and umely dJ1.ta 
regarding the ownenh.fp ;md lease of Indian Janda. 
(3) Btim:A.ll 01" !.\ND MANA.GEMENT.-The Special Truatee 

shall ensure that the Bureau of Land' Management establishes 
policies and practlcu adequate to enforce compliance with Fed. 
oral requiremonta for drllling, product!On, accountah!Uty 
environmental protection, and safety with respect to the leas~ 
of Indian lands.. · . 

(4) Mlm:RJ.LS l\WWlgMZNT SERVICE.-The Special Trust.,., 
shall e.naµ:re that \he Minerall Man.agement Service Olltablfuhes 
pollciea and practii:u t.o enforce a>mpliance by \.,..ees oflnd.!an 
lands with all requirement& for timely and accurate reporting 
o( production anif payment of -lease royalties. and other fl>ve. 
nues, !nclndlnir lluo audit of lea.es to ensure thll.t leslle<!a a.re 
accurately reportinf production levels and calculating ro:ral<y 
paym.ents. , 
(c) COORDINATION OF POL!Clll8.-

(ll lN GENEMt.-The Special Tnust.., shall ensure lhat-
(A) the policio.<, procedures, practices, and systems of 

the Bureau, the Bureau of Land Management, and the 
Minerall Management ~c• related to the dlscluu;;e of 
the Secntary's trust responsibilities are coordinated 
consistent, and. integrated, and ' 

(Bl the t>epartment p""Jlares comprehensive and 
a>ardlnated written policies and pH:edures for each pllase 
of the trust management business ··;cle. 
(2) STANDARDIZED l'ROC!i!DtlllES.-The Spedal Trustee shall 

ensure that the Bureau impo>e• standardized trust l\J.nd 
accounting procedllreS throughout tho Bureau.. 

{3l lNTEORA'nON OF U:OOE:R WITH INVilSTMENT SYSTEM.
The Special Trustee 1hall ensure that the trust fund invest
ment, general ledger, and subsldla.ry accounting systems of 
the Bureau are integrated and that they are adoquate to oup
port the trust fund investment need.. of the Bureau.. 

(4) INT!!OltATlON OF UNO 11.ECORDS, TRUST FU'NDS ACCOuwr. 
lNO, A.ND ASSET MANA.GZ>IEN'l' ~STEMS A.MONG A.OENC!ES.-The 
Special Trustee shall ensure that- · 

(Al the land records Qstem of the Bureau Interfaces 
With the trust fund .acrounting system, and 

(B) the "8Set managemant systems or the Minerals 
Man.ag..ment Service and tho Bureau of Land Management 
interface with the appropriate asset management and 

I 
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accounting sysU!na o( the Bureau, including en.w.ring 
that-

(l) the Minerm ManB£ement Service cstabliahea 
policies and procedures tha.t will allow it to properly 
colle<:t, acmunt for, and diabtlrlMI to the Bureau all 
1:11Yaltles and other revenues generated. by production 
from loa&e$ on Indian .lands; and 

(Ji) the. Bureau of Land Man~ment and !.he 
Bumau provide Indian landholder:a with accurate and 
timely reporb on a periodic basla that cover all trans
actions related to leases of Indian ffilourees. 

{5) TitUS'r MANAOl!ll>WIT Pl<OORAM BUOOltl'.-
(A) DtvELOPMENT ANO StTBMISSION.-The Special 

Trustee .ball develop for.each fiscal year, with the advice 
of program man.agers of each office within the Bureau 
of Indian Alfaira, Bureau of Land Management and Min
erala Management Service that participates in trust 
management, includini; the manag=ent of trust funds 
or natural teaoun:es, or whlch i:.t chll'gl!d with any respon
aibility under the a>myrehenai-.e strategic plan prepllred 
under 1ubuci:ion (a) o thla ection, a comolldatod Trust 
Manllgelnent program budget proposal that 'l'<Ould enable 
the Seerot:ar;r to efficiently and. effeetivoly discharge hill 
trust reaponalbUitiea and to tinplement the compiehensive 
strategic plan, and shall submit such budget proposal to 
the Seenotsry, the Direcior o( the Office of Management 
a.nd Budnt, and to the Congress . 

(B) :l)tJT'( OF CEl<TAIN PROGRAM MANAOERS.-Eaoh pro
gram manager participating in trust management or 
Charged with respollBl'bilities undor the C1>mpreheuive 
strategic plans ah.all t.nnsmlt hi.'I of!ico'• budget request 
U> the Special Trultee at the same time as aucb. requ ... t 
is submitted U> hi• superiora (and before submission to 
the Office of Ma.n~ment and Budget) in the preparation 
of the hudgot of the Pnsident submitted 1» the, Congress 
under section 1105(a) of title 31, United Stat<os Code. 

(C} CERTlFlCATION' or ADEQUACY OF BUDGET 
REQUl!ST.-The Special Trustee shall-

. (iJ review each budget request submitted under 
subparagraph (B); 

(ill certify In writing as to tho' adequacy or such 
requost to discharp, effectively and efficiently, the 
&;:.,,l;ary's trwt responsibilities and to implement the 
comprehensive strategic plan; a.nd 

(ill) notl?: the program manager of Ute Special 
Trustee's certification undo: clause (ii). 
(D) MAr!ITWANCE or RECORDS.-The Spe<ial Trustee 

llhall mruntain re<:erd.s or certifications made under para-
gTaph (3X1'!J. . 

(E) LThll'l'ATION' ON' REPROCRAW>!JNG Oil 'l'l\ANSFE!l.
N<> program manage.r shall submit, and no official of the 
Department of the Interior may approve or otherwise 
authorue, a reprogramming or b:ansfer request with 
l'<lllp<;d to any funds appropriated for trust management 
which is included in the Tm.st Management Program. 
Budget unless such re:iuest has bttn appro.,.ed by the 
Special Trustee. 
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108 STAT. 4248 PUBLIC LAW 103-412--0CI'. 25, 1994 

( d) PROBIJ!M REso~tmOM.-Tho Special Trustee sha.11 provj 
"1ch guidanca u necessary to ...,.1st D•_parb:nent pel'llOnnel · 
identifying problelll.!I and options for re.solving pn>blema, and 
implementing re(orms to Department. llunau, Bureau of ~ .. 
Management, and Minerals Manai:•m•nt Servi.:& policies, Proce
duns, JY11tem.1 and prax:tlces. 

(e) Snow. 'l'Rtm'Em AcCESS.-The Special Trustee, a.ncl, hia 
staff', shall have a...,.,, to Jill record.'I, reports, audits, reviews 
doeuments, papon, recommendations, lil"8 and other material ~ 
well as to any om= and employee, of th& Department and ~Y 
office or bunau thereof, u the Special Trustee deems neeesaacy 
for the a=mpllshment ofhi.9 duties under th.ts Act. 

(fl ANMuA,L. !lzPORT.-The Special Tn.lstee ahall report to the 
Secretary and the Committee on Natun! Reaour.::es of the House 
of Representatives and the Committee. on Indian Affal!'# of the 
Senate each Yl'&t' on the progress of the Depamnent,. the Bureau, 
the Bureau of Land Management, and tbe Mineral$ Managexnent 
Service in implern•ntine the reforms identified in the comprehensive 
strategic plan un\ler subsection (aXl) and In metinir the timetable 
established In the ath&tegic plan under subsection (al(2)(C). 

%5 USC 40«. SEO. I04.llBCONClUAT.ION JU:PORT. 

25 USC •0.S. 

· Th• Secreta;y shall transmit In the Conimittoe on Natural 
Resources of the Hou.s& of Representatives and tho Committee on 
lndian .AJfalD of. the Senate, by May 31. 1996, a report identifying 
for each tribal trwrl; fund a=IUlt for which the Secnot.azy !Js respon
sible a balance .re<:<>n.Ued aa of September 30, 1995. ln tllrry!ng 
out this 1ectlon, th& Secretary shall consult with the SP<:cial 
'l'ru.stoe. The report shall include- . 

(1) a description of the Secretruy'a methodology in reconcil
ing trust funil =unt.1; 0 

(2) atte.tatioo.o by each account holder that-
( A) tho Secretaey has provided the account holder wl! ·; 

as full and complete accounting a• possible of the a=un 
holder'• fund.1 to the earliest possible date, and that th~ 
account holder aco.pts the balanc.; aa reconciled by the 
Secretary; or 

(B) the account holder ·.u.pute• the ha.lance nf the 
account' hold.er'• a=unt as reconciled by tho Secretary 
and otatement explaining wby the a=unt holder dl•putea 
the Secretary's reconciled balance; alld 
(3) a statement by the Secretary with regard to each 

..:count balallce disputed by the aceount bolder outlining etfocts 
the Secretacy will underlake to re$!llve the dispute. 

SEC. 305. srm AND CONSULTANTS. 

(a) STMF.-The Special Tru.stee may employ such staff as the 
Special Tnl.!ltee deems necessru:y. The Special Trustee may request 
staff ... istance from within the Department and any office or 
Bureau thereof as the Special Trustee deema necessary. 

(b) CONTRACTS.-To tho extent and In such amounts as may 
be provided in advanco by appropriations At!:.s, the Special Tru..toe 
may enter into contracts and other arrangements with public ai;en· 
cies and with private peDOllS and organizations for coasultini: serv
ices and make such payments as necessary to catty ou.t the 
provisions of this title. 
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SEC. 300. ADVISORT BOA.RD. ZS use •046. 
(a) ESTAllLISHMENT IJID MEli!BEl\SRW.-Notwithatonding any 

other proVision of law,. the Special Trust.., ohall .. tablish a.n 
.adVisory board to provide adViee on all matters within the jurl.sdic
tion of the Special Tru•tee. The adrisory board shall consist or 
nine members, appointed by Ute Special Tru•tee after consultation 
with Indian tribes and appropriate Indian organizationa, ofwhicb-

(1) five members ohall represent trust fund account holders. 
including both tribal and IncliVidua1 J:_n\lian Money aci:ounta; 

(2) two members shall bafi pract1cat experience in trust 
fund and financial management; 

(3) one member shall have prsc\lca! experience in fiduciary 
investJllont management; and 

(4) one member, from .academia, shall have knowledge of 
general management of large organizations. 
(b) 'l'flltM'..-Each member ~hall serve a term of two Y11ars. 
(c) FACA.-The admory board shall not be aubject lo the 

Fed.Joral Advisory Commitue Act. 
(d) 'l'ERMINATIDK.-The AdVisory Board ahall terminate up0n 

lermination of the Office of Special Tru3toe. · 

TITLE IV-AUTHORIZATION OF 
APPROPRIATIONS 

·SEC. 40L A.Ul'HOlllZATIDN OF Al'P'ROPRIATIONS.. 

· There is authorized to. be appropriated such sums as may· 
be n....,aary to carry out the provisions ofthJ.s Act. 

Approv-od October 25, 1994.. 

Ll!XllSLA'!'IVK HlSJ'ORY-!tR. 48:13' 

llOUSE REPO!m!: No. 103-778 (C-0.. .,.. Natun!-l. 
CONGRl!SSIOlf.U:. RECORD. Vol. ao (Ul9•J: . 

Oct. 3, ~ ...i ,..-i !l ..... 
Oct. 7, O>Ui<lttod aad "--' B<ru.to. 

0 
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INTERAGENCY PROCEDURES HANDBOOK 

BUREAU OF INDIAN AFFAIRS 
AND 

OFFICE OF THE SPECIAL TRUS1'EE FOR AMERICAN lNDlANS 

MPE;NPIXB 

MEMORANDUM OF UNDERSTANDING 
BETWEEN BIA AND OST 

" .•• to reach a common goal of an improved process for the 
administration, management, and accounting nf trust fund accounts." 



I. Preamble 

MEMORANDUM OF UNDERSTANDING 

BUREAU OF INDIAN AFFAIRS 
AND 

OFFICE OF TRUST FUNDS MANAG~MENT 

The Federal government, primarily through the Department of the Interior (DOI) is the 
trustee regarding [ndian lands and resources held and maintained in tl'll.st status or as 
restricted assets for Indian tribes and individual lndians. The Office of the Special 
Trustee for American Indians (OST) was created pursuant to the American Indian Trust 
Fund Management Refotm Act of 1994; Pub. L. 103412 (the Reform Act), and 
Secretarial Order 3 !97 (February 9, ! 996) to oversee and coordinate Departmental 
reforms of practices relating to the management llnd discharge of the Secretary's trust 
responsibilities to Indian tribes and individual Indians. The Office of Trust Funds 
Management (OTFM) is an organization within the OST which is charged with the 
responsibility, consistent with applicable laws and regulations, for accounting for and 
reporting trust fund balances, providing adequate controls over funds received into and 
disbursements from trust accounts, and investing trust funds. 

The Bureau of Indian Affairs (Bl.A) is responsible for the management, collection and 
maintenance of information documenting title, trust asset ownership, and lease or other 
beneficial use relating to Indian trust and restricted lands and assets. The BIA is also 
responsible for assisting individual Indians with the management and use of their trust 
funds if they are minors or if they are determined to be in need of these services. These 
services may include supervision of or assistance with the financial management of 
Individual Indian Money (l!M) accounts and the distribution of judgment funds. 

Both the OTFM and the Bl.A have shared and overlapping responsibilities to manage trust 
and restricted assets, inch1ding natural resources and trust funds, on behalf of Indian 
beneficiaries and in accordance with the Reform Act and all applicable authorities. 

II. Statement of Purpose and Scope 

Titis Memorandum of Understanding (MOU) provides the framework for cooperation and 
coordination among the BIA and the OTFM as these organizations carry out DO l's trust 
functions and trust responsibilities relating to accounting for, regulating and managing 
Indian trust and restricted assets ahd resources. TI1e purpose of this MOU is to achieve an 
efficient and effective working relationship between the BIA and the OTFM in the 
folfi!Jment of the Department's goal of an improved process for the administration and 
management of trust assets and to effectively carry out the trust responsibility. 



In executing this MOU, the BIA and the OTFM recognize: 

t. The role of tribes and individual Indians as beneficial trust owners with authority 
to determine the development and use of Indian lands and resources, in 
accordance with applicable laws and regulations; apd 

2. The respective and interconnected roles of the BlA and the OTFM in managing 
Indian trust assets and trust funds. 

Through this MOU the BIA and the OTFM will: 

I. Work together to achieve the smooth and effective administration of Indian trust 
fund accounts, to clarify the respective roles and requirements of each agency, and 
to resolve conflicts that may arise between the agencies in the administration of 
trust funds; and 

2. Develop and provide guidance to the field offices as to their respective 
responsibilities for managing trust funds. 

III. Goals and Objectives 

The specific goals and objectives of this MOU are to: 

I. Create and maintain an lnteragency Procedures Handbook (Handbook) which will 
assist employees of the BIA and the OTFM in delineating and understanding their 
roles and responsibilities in Indian trust fund management and administration; 

2. Foster communication between the BIA and the OTFM on issues related to Indian 
trust fund accounts which may arise during the normal course of business practice 
and properly address changes in case law, legislation, regulatory authority or 
appropriate fiduciary practices; and 

J. · Create an Oversight Committee which will coordinate the development and 
implementation of policy guidance on issues which may arise from time to time 
during the implementation. of the Handbook and as changes occur that affect trust 
fund accounts. 

lV. Responsibility 

As trustee for Indian trust lands and resources, the Secretary has overall responsibility for 
the administration, management, and accounting of trust assets. The BIA and the OTFM 
each are responsible for important aspects of the administration, management, and 
accounting of trust funds which will be set forth in the Handbook, Each agency will 
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contribute towards the development of the Handbook and share all relevant information 
necessary for completion of the Handbook. The BIA and the OTFM will identify 
individuals who will be responsible for the continuing development of the Handbook. 

V. [nforrnation Exchange 

The BIA and the OTFM will exchange data necesslllY to establish and manage the Indian 
trust fund accounts. Responsibility for the production and exchange of relevant and 
necessary information by each agency will be specifically set forth in the Handbook. Any 
forms created for the purpose of trust fund management and accounting will be 
exchanged between the BIA and the OTFM prior to distribution and implementation at 
the field lev.el. · · 

VI. Review of Regulations, Directives and Other Policy Docum.enls 

The BIA and the OTFM may issue regulations, directives and other policy documents that 
affect trust fund account activities. To the extent that such proposed issuances by one 
agency affect the operations of the other, each agency agrees to engage cooperatively in 
advance discussion and review of the draft issuance and resolve any differences prior to 
final issuance of the regulations, directives or other policy documents. Each agency will 
provide comments in a timely manner to the other regarding any draft issuance within ten 
(10) working days from the date of receipt ofthe draft document. If comments are not 
provided within ten (10) working days, it may be assumed that the reviewing agency has 
no comment unless the reviewing agency informs the requesting agency that additional 
time is necessary. Both agencies will accommodate reasonable requests for additional 
time. In the event that the BIA and the OTFM cannot resolve differences related to a 
policy or regulatory directive, then the Assistant Secretary Indian Affairs and Special 
Trustee will meet and resolve the issue. 

VII. Agency Contacts 

The BIA and the OTFM will identify principal points of contact for all matters arising 
wider this MOU. 

VIII. Oversight Committee 

The Handbook contains provisions that may require additional procedures, periodic 
review and revision, and interpretation for specific cases. The BIA and the OTFM will 
each designate one senior staff member who together will constitute an Oversight 
Committee to oversee the implementation and updating of this MOU and the Handbook. 
The Oversight Committee will meet as necess.ary and at least once each year. 

This MOU and its attaclunents, including the Handbook, are considered working 
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documents. Proposed substantive changes to the attachments will be presented to the 
Oversight Committee for approval. Tecb.nical changes may be incorporated through 
memoranda issued by the Chairperson and concurred with by the Deputy Commissioner 
for Indian Affairs and the Director of the Office of Trust Funds Management. The 
Oversight Committee may establish subcommittees as necessary to develop detailed 
analyses to assist in carrying out its duties. 

Th.is MOU will become effective upon the date of signature by the Assistant Secretary -
Indian Affairs and the Special Trustee for American Indians. The Handbook will be 
supplemented and amended as legislation, court rulings, policies, regulations, or other 
authorities may require. 

Special Trustee for American lndiaas 

Date Date I 

A;'kn. owledged: ;Q , . /) . 
/!J~d~ l--d4# a A1!A 

Deputy Commissioner of Indian Affairs Director ' 
Bureau of Indian Affairs Office of Trust Funds Management 

5 bojJ~ o/'~,6'.,;( 
J Date -----D-at"'"e--------· 
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INTERAGENCY PROCEDURES HANDBOOK 

BUREAU OF INDIAN AFFAIRS 
AND 

OFFICE OF THE SPECIAL TRUSTEE FOR AMERICAN INDIANS 

. APPENDEXC 

MEMORANDUM OF UNDERSTANDING 
BETWEEN BIA AND OST 

Dated June, 1998 

" ... defines the transfer of [ndian financial trust records 
from the Bureau of Illdian Affairs to the Office of the Special Trustee." 
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'.\-tEMORANOUM OF UNOERSTA.SOING 
ON INDl'.ANTRUST FINANCIAL RECORDS AND 

TRUST RESOURCE MANAGEMENT RELATED RECORDS 
between the 

[. ~:· 

BUREAU OF lNDIAN AFFArRS · 
and the 

OFFICE OF THE SPECIAL TRUSTEE 
(The Parties) 

This .\1emorandum of Understanding (MOU) defines the transfer of Indian financial trust records 
!Tom the Bureau ofrndian Affairs (B£A) to the Office of the Special Trustee{OST); It will 
;pecifitally address the following items: (l) the identification by number of all financial trust 
records that have been transferred to the responsibility of OST, and the identification by number 
of a.ll trust resource reeards that are the responsibility of BIA. (2) the OST and BIA temporary 
storage locations for the Indian trust records under their respective custodianship, (3) the 
identification of all trust related records and the procedures for joint access to both active and 
inactive trust records, and ( 4) the incorporation of the OST and BIA agreement to update .the 
BIA and OST Records Sc(lcdules to accurately reflect all "frozen" trust funds related records. 

H. AUTHORITO:S; 

This MOU is entered pursuant to Section 302 of Pub. L. 103-412, The American lndian Trust 
Fund Management Reform Act of 1994; Secretarial Order 113197 Sectiori 5, dated February 9, 
l 996, 36 CFR Chapter X!I, Pan 1i20, Subchapter B, Records Management; Disposition of 
Federal Records: and, Records Disposition Statutes in 44 U.S.C. Chapters 21, 29, 3 l, and :13. 

The Parties will establish separate Records Schedules, Privacy Act Systems of Records, Freedom 
of Information Act (FQ[A) programs, and applicable procedure manuals in accordance with 5 
US C. Section 552; Pub. L. 104-23 l ( t 996); 36 CFR, NARA Standards; 43 CFRPart 2, 
SubpartS A and B; and 383 DM 15, the Department of Interior (DOI) FOIA Handbook. 

ru. [1ACKGROUND: 

Since its creation in 1824 the Bureau ofindian Affairs bas been the custodian and manager of the 
official documents created in the norrnal daily business of managing Indian land resource:i; the 
B fA also managed the income from trust resources through 1996: However, in 1994 the 
American Indian Trust Fund Management Reform Act, Pub. L. 103-412, was enacted, which 
established the position of Special Trustee io_r American Indians within the Department of the 
lnrerior. The Special Trustee was charged with reforming trust funds management and related 
trust asset management functions of the B[A., Minerals Management Service (M"MS), and Bureau 



" "·-· of Land ~fanagement (ELM). In 1990, DO! Secretarial Order J l97 created the Office of 
thcSpeciaJ Trustee for American Indians and moved the Office of Trust Funds Management 
!OTFM). the organization responsible for managing [ndian trust funds, from the BfA to the OST. 
Section 5 of the Secretarial Order stated that appropriate records were to be transferred from BIA 
co OST to implement the transfer of OTFM. 

(urremly, lhe records management guidelines and'procedures for trust records is the BfA 
Records Re1en1ion Schedule (16 BTA.'vl Appendix f of the Records and Files Disposition 
Handbook:):- T-his-schedule indudes·retention-and 'dispositioit sctredulesi'or-!ndian·trust financial 
documents as well as for Indian trust resources record_s,_ but does not reflect the necessity of 
retaining these records in perpetuity. There is a need for the establishment of separate but 
compatible records management procedures and processes. This MOU is the initial step in the 
establishment of 11 comprehensive lndiw trust records management prognm. 

ft was initiated by a memorandum dated December 3, 1996 from the Assistant Secretary· Policy, 
Management and Budget in which both agencies were directed to establish. an agreement on the 
access and care of all financial "trust-related records." On August 22, 1997, the Secretary of 
Interior sent a memorandum ti:. OST and BrA describing the Trust Improvement Project. wh.ich 
included a directive for OST and B[A to implement a "joint trust records management solution, 
which may include electronic records/imaging technology, developing and issuing policy and 
procedures manuals, providing staff" and usci- training, and improving internal controls." As a 
result of the Secretary's memorandum, an internal directive was issued by OST illld BIA on 
February l l, 1998 establishing a Records Management Wotic:ing Group. The pu.fpose is to 
accomplish the joint records management solution as envisioned in the Secretary's memorandu~. 

· This internal memo specifically directed that the MOU be established to cover trust records 
operational matters, including the development of joint procedures for records management. The 
accomplishments to be achieved by the Records Maiiagement Working Group are listed in 
Appendix L · 

lV. TERMS OF AGREEMENI: 

A. Specific IttmJ f'or Resolution. 

I. SIA Transfer of Financial Trust Records Jo OST and Identification by Number 
of all Transferred Records As Well as Those Records Reroaininir; jn BrA Custody 
In accordance with the Secretarial Order, the BIA hmy transfers to OST .the ownership, 
responsibility and control of the Trust Funds (4800) .and IIM (4&50) program records. This 
transfer includes all active and inactive financial trust accounting record5. OST a.cccpts , 
responsibility for and will take CU$tody of these same financial trust records, which are located at 
BIA areas and agencies, Federal Records Centers (FRCs). a.nd the General Services 
Administration (GSA} Indian Trust Accounting Division. Custody is defined as all activities 
relating to the legal owner;hip, preservation, and management of these records. These two 
programs. as well as selected numbers from the 2500 series arc deleted from the 16 BIAM 
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AppendLx r record schedules effective immedia(eiy The remaining records in 16 SIAM belong 
to the BIA 

The follov;·ing B!A record series. identified by the name and schedule number, are transferred to 
OST 

a. 4800 ·TRUST FUND RECORPS· 
(4801- P3) . Securjcy Aecount Files 

· · t4·802-P l'O) trib'al Trust Accourtts Genera! t.:edi;!et'files 
(4803-TJF) Indian Services Special Disbursing Agent (ISSDA) Report File$ 
{4804-TJF} MontWy Check Reconciliation Listing files 

b. 4850 - [NDtVIDUAL fNDfAN MONEY (!IM) RECORDS· 
( 485 !-PS) [ndividual Indian Money Case Files 
(4852a-PS) [ndividual !ndian Money Ledg~ and Cards 
(4852b·TO) Duplicates offIM Ledgers and Cards 
(4853-PS) [ndividual Indian Money Posting and Control Records 
( 4854-T3) Individual Indian Maney Duplicate Posting and Control Records 
(4855a-TI) individual Indian Money Name files 
(4855b-TO) llM Magnetic Tape Data for UM Name Files 
(4856a-TJ)' tndividual lndian Money Balance Forward tiles 
(4856b-T3) HM Magnetic Tape Data for UM Balance Forward Files 
(4857-T3F) Cash Collection Files 
(4858a-T3F) General Ledger Detailed listingl 
(4858b-TO} · Magnetic Tape Data for General Ledger Detailed Listings 
(4859-TJF) [[M Deposit ticket tiles 

Effective immediately, the following records identified by BIA from the 2500 series of the t 6 
B lA.'v!, Records Schedule, created by the BIA accounting systems prior to 1992 are also 
transferred to OST: 

c. Z5QO - ffN,Al'{CE SYSTEM TRUST RECORDS cpRE-1992)· 
(2516-TJF) Statement of Transaction (SF-224) Files 
(2517-TJF} Nonexpcnditure Transfer Authorization (SF-1151} Files; 
(2520-T3F) Journal Voucher Files 
(252t-T3F) Voucher & Schedule of Payment Ftles 
(2522a-TIF) Cash Documents by Appropriation Files 
(2524-TIF) Schedule ofCanci:led Checks (SF-I09S) Files 
(2538a-DF) Printout Copies of Certificate ofDeposit Files 
(2540-TJF) Advice ofCollcction Files · 
(2542-TJF) Unappropriated Receipts Trial Balance Files 
(2543-TJF) Special Disbursing Agent Files 
(2544-TJF) Trial Balance Files 
(2545-TJF) Reconciliation Statement Files 
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. In addition. ocher financial trust related recorcls will be identified at a later date for ttansfer to 
OST. These financial records m: these w~ich are not currently in u~. or arc beyond seven years 
old This also includes other unidentified financial trust records dated prior to 1992 (pre-FFS). 
Both parties will work joinrly to ensure proper identification, notification, and transfer of these 
records C:pon identification and detennination that these records are no longer required by BIA, 
they will be removed from the 2500 series. OST will then include these specific record categories 
in its records schedule 

lt is-r1>cognized by both panies that many ofBtA trust reconJs whiclrart listed as 'remporary" 
and which are therefore subject to destruction, must be reevaluated regarding their disposition. 
These records must also be preserved in perpetuity to initet the Department's fiduciary 
responsibility, and for litigation requirements .. OST will work with BIA to provide justification 
and negotiate with NARA to assure that records are protected and secured in perpetuity. 

2. OSI and BIA Temporary Stprage l'..ocaiions fur fndjan Iom Records. 
Both panics will prcrvide the temporary storage location and complete inventory listing of alt 
records, to include those removed by the other agency. The inventory list will provide the 
location from which the records were pulled. When applicable, the infunnation must include 
copies of all OF·! ls or other transmittal material, which identifies categories ofrecordS, as well as 
the number ofboxes and/or the amount of cubic feet ofrecords removed from FRCs, Areas, 
Agencies, and warehouses to storage locations. · 

The physical transfer will include a transmittal memorandum prepared by the party removing 
records and provide an inventory for each shipment per B[A, OST and/or FRC location. Both 
parties will sign the memorandum of each shipment removed from a location. A Detailed 
Inventory (folder by folder description) is preferable and advantageous to both agencies. 
However, when time is of the essence, both parties may provide a High Level fnventory for ea.ch 
box At a minimum. a High Level Inventory consists of the general description ofrhe types of 
documents within the box, the applicable "fiscal year(s), and the originating area or agency. for 
those boxes received with a High Level Inventory, the agency will create a Detailed Inventory, 
and provide a copy to the BIA or OST's Records Officer. 

3. Acc:ss tp OST and BIA Actiys: wd Inactjye Trust Related Records, 
Both parties agree ta provide access to their active and inactive records to conduct daily 
government business. OST has listed a portion of their trust access- request from BIA as 
App~ndix Z. Aa:ess shall be made by on-site inspection:, review, and copying. Both parties agree 
t-0 provide written notice to the facility director to perfonn rc~earch, pick up oc ship records. Both 
parties agree to use the OF-11, the official federal form. for' records retrieval from BIA, OST, 
FRC, and ITAD locations. The OF-11 form must be completed and attached to the written 
request for tracking. Access and retrieval standards are In accordance with National Archives and 
Records Administration (NARA) regulations, 36 CFR I222 and.1228. A request for access will 
describe the required use of the records such as research, copy and other requirements for the use 
of the records. The cost of shipping or special handling, if required, will be borne by the 
requesting agency unless both agree as part of the authorization to provide the service. 
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Both pames agree to notify the other at the end of retention periods and/or of the pending 
destruction of trust records. Both agcn.cies agree to offer portions of temporary federal records 
to the Other agency at a time nearing the end of the NARA approved retention time periods or at 
the time nearing NARA approved scheduled destruction dares. Only those categories of records 
required to assist each agency fulfill trust or fiduciary obligations or to support litigation or 
settlement will be offered. Signatory approval of each official transfer must be acquired from the 
asency hadng custody Both parties will continue to transfer permanent federal records to the 
\ationaJ ."\.rcht\ es and Records Admiriistration for archival and historical purposes at the end of 
the '.ll·AR..>\opproved retanroh lil!fl:qienods: Bcith·patti'es"wilrtflen iiu'iiate a· methOdology to 
rel'icw the BIA trust related records to determine which of them will be retained for fiduciary 
and/or trust responsibilities. · · 

Both.parties agree to return records in their custody when these records are no longer required to 
support the Tribal Reconciliation, litigarion or settlement proce~ses. Each party agrees to pay the 
cost of shipment, and restoration co the original order of individual files, whenever possible. If 
this is not possible because the number and/onhe order of records no longer matches the Official 
Transmittal forms (SF~ l 3 5) or inventory lists, then new accession numbers must be developed. 
Botli agencies agree to work together ta resolve this problem. 

Both parties agree that active progran.i records from the other agency will not be removed from 
the site. Also, both parties agree not to authorize third party access to the other party's records or 
ta authorize transfer. access, or removal of the other party's records from IT AO, FRC' s, Areas. 
and/or Agencies unless the prope.r party provides written authorization. 

4. 6fA and OST will !ointlv Establish Compatible Records Retention Scbedule0 
.Which Will Update and Reflect the Status of ''freeze" Trust-Related Records Both panies 
agree to establish compatible Records Schedules.. which will cross-index trust records, using 
similar numbering formats and/or identifiers for retrieval purposes. Each Record Schedule wiU 
include electronic database systems shared by both agencies. In addition, these schedules will 
address the "Freeze" trust-related records. Notification will be given to GSA, Indian Trust 
Accounting Division (CT AD) as to which Freeze categories have been transferred tP OST from 
BIA Both agencies will assume responsibility for the Freeu mandate with the transfer of frozen 
records. Both parties agree to implement the Freeze policy mandated by the ITAD for accounting 
records.in accordance with the IT AD freeze. Both parties ag;ree that a Freeze identification will 
remain on the Record Schedules to identify Freeze records. These records may not be disposed 
until such time as the Fret:ze has been lifted. 

B. GeneP!I Bcs:on:b b11ues 

l. Record Schedules Privacy Act and FOIA Handbooks and Opcntioos 
Both panies agree to establish separate Records Management Handbooks, Freedom of 
lnfonnation Act (FOIA) operations, and Privacy Act Systems of Records. Both parties agree to 
designate FOIA!Privacy Act Coordinators at Area a.nd Agency locations, who will be responsible 
for each party's daily operations Both parties agree that Records Liaisons will be designated for 
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program offices at all locations v;here OST and 8 IA m:ords are created, maintained and 
disposed. Both parties agree that access to the other agency's records will be provided on a 
routine basis, and that access to Privacy Act System of Records wi!f be as "routine users" in 
accordance with the Privacy Act. 

V. IJL"R:\TIO:" OF AGR.EEME!VT: 

This MOU shall be effective upon the date of signature and shall remain in effect until amended or 
mutually tenninated by tbe Bureau oflndian Affairs and the Office of the Special Trustee fur 
American Indians. 

B. Icons ofAu!!f:ment for AmendlJWIU. 

Both parties must be in agreement prior to any amendments, changes or termination of this MOU. 

VI. MANAGEMENT OfFICERS: 

ln accordance with the February 11, 1998 memorandum signed by the Deputy Special Trustee 
for Operations, OST, and the Acting Direa'or, Management and Administration, BEA, the 
Records Management Working Group Co-leaders were established and are listed herein. Each 
Co-leader shall designate employees for tbe workgroup, or is team members. These names and 
addresses of the Management Officers designated as Co-leaders a.re: 

M:r. Joe Cluistie 
Special Assistant to the Special Trustee 
Office of the Special Trustee for 

American Indians 
505 Marquette NW, Suite 1000. 
Albuquerque, NM 87102. 
(505) 24&-5735 
(505) 248-574 t (Fax) 

VII. FINANCIAL INFORMATION: 

This MOU requires no exchange of funds .. 

6 

Mr. George Gover 
Director, Office of Information 

Resources Management 
Bureau .of l'ndian Affairs 
P.O. Box 888 
Albuquerque, NM 87103 
(505) 24S-7197 
(505) 248-7010 (Fax) 



a. srG:-;ArrRES: 

ACCEPTED FOR THE OFFICE OF THE SPECIAL TRUSTEE: 

Special I e for American Indians 

1 

11fp 
/ 

. Date' • 

APPROVED AND ACCEPTED FOR THE BUREAU OF INDIAN AFFAm5: 

' I 

issioner of Indian Affairs 

Date / · 
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APPENDIX'. l 

GOALS AND OB!ECTJY£S OE RECORDS MANAGEMENT WORKING GROU~ 

The primary goal of both organizations is to establish and rnaintaln records management systems 
for lndian records based on the trust responsibility and fiduciary ~rust concepu. These systems, 
whid1 will include separate Records Schedules, will ensure that trust records will be preserved in 
perpetuity·to ensure-the tiduciarytrust-accountability-of the- United··Statcs to the American [ndian 
tribes and individuals. Other specific goals which will be managed jointly are as follows: 

• Establish a Joint Records Management Working Team far all trust records; 

Resolve records management i:;sues through the use of shared manpower .and 
budgetary resources for all trust records; 

• Stabilize and strengthen records management positions within both organizations, 
given available budgetary resources; 

• Develop 11.uditable trust filing systems; 

• Use electronic information technology for trust records, which may include 
imaging technology; 

• Improve records management internal controls·. 

• Develop complementary policies, procedures, operational srandards. training and 
evaluation for trust records management; 

• Automate records schedules and inventories for employ~ access and research via 
the LAN 



APPE:'IDIX 2 

!HA TRUST RECORDS THAT WILL BEACCESSEP BY OSI 

OST requires access to BIA trust and trust-related records Access by OST will include, but not 
be limited to the follo....,ing B !A records: 

I EXECl:'II'r'E FCLES . 
( 1214-PJ} . Long-Range Development Plans 
( 12 l 5-TJ) Program Evaluation files 
( l 227-P3) Congressional Investigative Files 
( l 228a-P5) Litigation Case Files 

2. ADMJNISIRATIYE Fjl.ES 
(23 04-TJ F) fnteragency Agreement Case Files 
(2306-PJ) Indian Self-Determination Grant/Contract Files 
(2:312-T3F) Contract or Purchase Transactions Files 
{2853-TJF) Purchase Order Files 

3 AUTOMATED DATA eROCESSING SYSTEM FILES 
(2220) Integrated Records Management System (IR.MS) 

distribution work shecis, accounting documents 
needed for a full audit of trust programs related 
to actual distribution oi funds; not including 
ownership or lease, unless payment is involved. 

4. 2500 - FINANCE SYSTEM TRUST RECORDS 
(2501a-Tl) . Monthly Tapes of Accounting Mastex- File 
(250 lb-T4) Year End Final Tapes of Accounting Master File 
(250 l c-TO) Printout Copies of Accounting Master File 
(2502a-TO) Piintout Copies of Tribal Appropriations Files 
(2502b-TO) M.agnetic Tape Data. of Tribal Appropriations Files 
(2504a-T3F) Certificates of Final Settlement Files and GAO 

(2504b-TO) 
(2505-T6.3) 
{2506a.-tl) 
(25060-TO) 
(2507a~Tl) 

(25070-Tl) 
(2512a-T4) 
{2514a-TO) 
(25 l 4b-T6.3} 
(2515a.-T3F) 
(2515b-TO) 

Settlements - Trust Funds 
Periodic Certificates of Settlement Files - Trust Funds 
Documents Master File 
Daily Input Audit Trail Files . 
Magnetic Tape Data of Daily Input Audit Trail Files. 
Daily Input Register Files 
Magnetic Tape Data of Daily Input Register Files 
Subsidiary Ledger Files 
Transaction History Files 
Magnetic Tape Data ofTrnisaction History Files. 
Printout Copies of Monthly Journal ofTransaction Files 
Magnetic Tape Data of Monthly Journal ofTransaction 
Files 



r::s l 5a-TO) 
(2519-T3F) 
(2522b-TO) 

(2522c-TO) 
(2523-TJ) 
(2526-DF) 
(2527-TJF) 
{ZH·5a-T'Zr 

(2535b-TO) 

(2537a-T3F) 

(25J7b-TO) 

(2538a-T3F) 
(2539a-T3F) 
(2539b-TO) 
(2541-TJF) 
(2548-T3) 

Other Copies of Monthly Journal of Transaction Files 
Public Voucher (Sf·I 034) Files 
Magnetic Tape Data of Cash Documents by 
Appropriation Files 
Other Copies of Cash Documents by Appropriation Files 
Daily Disbursement lt~port files 
Appropriation Warrant Files· 
fund Distribution Documents 
Printout Gopics of Program .Planning and Evaluation 
Master Files · 
Magnetic Tape Data of Program Planning and 
Evaluation Master Files 
Printout Copies of Construction Progress Status Rep.;rt 
Flies 
Magnetic Tape Data of Construction Progress Status 
Report.Files 
Magnetic Tape Data. of Certificate of Deposit Files 

· Paid Voucher Files 
Magnetic Tape Data of Paid Voucher Files 
Statement of Receipts (SF-IO!J} Files 
Debt Collection Files 

5. SOCIAL SERVICES FILES l 
(360l-T5) General Assistance Case Files (Related to • 

!IM Loans a.nd IIM Holds on Accts) 
(3602-TS) Child Wclfue Case Ftles (Related to Minor IIM Accounts) 

6. TRIBAL GOVERNMENT Ell.ES 
(J707·P3) Tribal Attorney Contracts; 
(371 la-PS) Judgment Rolls System Files; 
( 3 7 !3-P lO) Per Capita Payment Records; 
(3715-PSO) Enrollment Appeals; 
(3717-PS) Judgment Per Capita Appeals. 

7. CREDIT FIT.ES 
(4202a-TIO) [ndian Loan Case FUes 

8. 8N!RONMENTAL OUAf.CTY SERVICES FIT.ES 
( 4302-PJ) Environmental Control Files 

9. FORESTRY FTT.ES 
( 4401-P l 0) Timber Management Plans 
(441&-PlO) Annual Agency Forestry Report 
(4419-PlO) Annual Area Forestry Report 
( 4420-P l 0) Timber Trespass 

2 



(4421-PlO) 
(4422-P tO) 

Fire Trespass 
Cumulative Forestry Comparative Statements 

10 RANGE :vtA,."IAGEMENT FIT.ES 
(4501-PtO) Natural Resource Management Files 
(4512-P l 0) Water Rights Case Files 
( 4515-P 10) Herd Management 

l l. REAIJY ElLES 
(460 t-P5) Land Allotment Case & Assignment Records Case files 
(4602-PS) Land AllotmerifCase Files 
(4603-PS) Land Assignments 
(4604-P5) Patcnu, Fees and Certificates of Competency; 
(4606-P3) Land Plat Books 
(4607-PJ) Land Tract Books 
(4608·T5) Abon~d Land Tra.'1saction Files 
(4614-P2) Acquired Sub-Marginal Land Books 
(4617-PJF) Land Lease Accounting Files 
{46t8-P5) [ndian Land Lease Case.Files 
(%20-PJ) Nation-wide Oil & Gu Bond Files 
(462 !-P5) Mineral Resources Inventory Agreement Files 
( %23-T:t) Real Property [nsurance Policies 
( 4630-P3) Heirship Files 
( 4631-PJ) Cndividual Indian Probate Case Files 
( 4632-PS) Range Heir files 
(4633-PJ) Twenty-Day Case Files; 
(4634-PS) Master Land Description File 

· (4635a-P5) Land Chain of Title Plant Files 
(46J6-P5) £ndividual Chain ofTltle Files 
( 4641 a-PS) ' LRlS Geographic Loca.tion Directory 
(4642a-P5) LRIS Reservation Directory 
( 4643 -P5) Indian Land Records 
(4644-PS) fndian Trust Land Mortgages 
( 4645-PS) R=strictian Removal F~.es 

12. IRRIGATION ANP POWER Ell.ES 
(4902-P3) Irrigation Project Planning Case Files 
{4904-P'.lF) frrigation and Power Construction Project Files 
(4909-DF) lrrigation and Power Meter Books 
(49 l O-P3) Irrigation and Water Rights Legal Case Files 
(49 l l-T3F) [ndian Electric Power tJtilities 
(4913-TO) Power Customer Billings 
(4914-DF) lrrigation/Power Cu.stomer Account Ledger Sheets and 

Schedules 

) 
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! OMS No. 1076-154 Expiration Oate: 10/31/2003 Fonn OTFM 01-004 ' 

I Individual Indian Monies (llM) Account Set-Up Supplemental Information Sheet 
·•<Jee of Trust Funds Management · · . . 

l\l have any questions call OTFM at: 1- 888 - OST- OTFM (1"""388-678-8836) TOLL FREE NUMBER · 

llM p.ccounl Holder 

A new JIM actount has been .. tabllshed for you due to: 0 Roalty •Probate Ci Realty• Land Sale 0 JudgementProCl!eds 0 other · 
11'1 order to complete the accOunt set~~P. we need the Information requested be.low. Please ~omplete this form, sign (Sl.gnature·must be notarraecf or a 
Department Of the tnttrior employee must witness.), date and ret1Jrn in lhe enclosed envelope. 

'1 

NAME OF ACCOUNT 
HOl.OER 

1 
First Full Middle Narri.a Last Suffix !e.g. Jr.) 

01'HER NAMES USED 
{Maiden or Also Known A., ttc:.) 

First Foti Middle Name 
MA1uEN NAME OF 

Last Suffix le. a, Jq 

2 ACCOUNT HOl.OER'S 
MOTHER 
SOCIAL SECURITY NO. 

. ~ 

3 (Must complete the attached W-9 --- --- - ----form.) 
DATE OF BIRTH (MMIODNY) 

4 (Must aUad'l Ii copy of birth certffic:ate 
Ir a ml nor under 1 B vears of aoe.l 

ADDRESS: 
Street Address, PO Box. Rural Roule 

STATEMENT ADDRESS 
(The address. where your statement 
is mailed.) APL No., Buildlng N;ime, Rural Route Sox 

Ctty State ZipCoijei 
. 

CON 1 ACT TELEPHONE 
6 NUMBER(S) ( ) ( ) 

AreaCGde Number Area Code Number 

7 Prior to disbursements being made, an Authorization for Disbursement of Funds form must also be 
completed If applicable. 

SIGNATURE OR 
THUMBPRINT (Musi be either 

B notarized or ;jl Department of the 
Interior employea must witness. 
Complete lho back of thlo form.) 

YOUR RELATIONSHIP TO THE PERSON IN ITEM 1 IS: 
9 0 Salt 0 Natura;[ or Adopllve Pare.nl 0 Legal Guatdian (Attach a copy of Court Order.) 

TODA Y'S DA TE (MM/00/YY) 

PRIVACY ACT STATEMENT ond PAPERWORK REOUCTIO~ ACT NOTICE 
TM1 1nfoimatiooreQt.1Ule.d Ol'l l:l'llS lomJ 11 rwri:d '°' ~ !)l.lfl'OU~dtib\11'$11'19 tr(l(l¢J by ~!ederat ~· _AY i~bon ~ ab'Jte 1$ prole<:ledvnderlh~ US Pm1CJ AciwhK:ti ~!ate$ tJta! lhl l!l.1 Al:col.H'll 
ln~a!IQfl tifl ~e pt'OY\tJ:ed onlt to tmploy,es .nose: .d11~u 11!':1u1111: access. You iVll tlOI. FtQ\lit!Kl IOpt'O'tidt !tic ~on teque>slcd oo a loon flil 1s sub!eci 10 the P~k Reuui:tion kl unless ll'M: Joun 

d\$fllays a vajld 01.!B wnlrol 11u~1 



OMB Ne. 1076·154 Expiration Date: 10/31/2003 Form OTFM 01-004 

·Individual Indian Monies (llM) Account Set-Up Supplemental Information Sheet 
Office of Trust Funds Management 
If you have any questions call OTFM at 1-888- OST-OTFM (1-888-678-6636) TOLL FREE NUMBER 

COMPLETE THE APPROPRIATE SECTION BELOW: 
This section must be completed for all requests. However, If a notary is not available, you must have a Department of 
the Interior IDOi) emolovee witness vour signature or thumbprint and the DOI employee must complete Section 11 B. 

Notary of Account Ho1aer's 
STATE OF: . county of: 

11 
Signature or Thumbprint 

On this ___ day 20_, 
A personally appeared: befare me and 'lgned the foregoing Instrument. And I acknowledge that 

he/she signed the same. 

Notary Public Sl;i;mp NOTARY PUBUC Signatufe Printed Name of Notary P1Jblic 
Stall! of: Mv Commission: Expires: 

DOI Witness of Account 
Holder's Signature or 

11 Thumbprint Printed Nama of DOI Witness iillol:Offioe Dato 

B Address'.__ -~ L_) 
Streel Addreu, Apt. No., PO Ile•, Rural Roule Telephone Number 

001 Witnes.s Signature 
Cltv State Zia Code 

DO NOT WRITE B~LuW THIS LINE 1FOR OTFM use uNLY 

RECEIVED BY OTFM Employee: Date: 

Signature: Print Name: 

llM ACCOUNT NUMBER 

PRIVACY ACT STATEMENT and PAPEAWORK REDUCTION ACT NOTICE 
Hie mlotrital.OO feque~!e-:j On lflis !oon 1$ ""l'J\fed kif f'>e pwp:m- of o:~~rMg frQfle'( bf a feoeti!I lll9m::'/. Al. Worrlillbon PfCWlde!J aboYI I&~ und.r:r fit U.S. Priv1C1 kl whftfl Male:\ M !tie 111.A Actounl 

1ri1oma11tfl CM!· be wov1a~ !)'117 \0 t<nPIOr~ ...t'IJse dulie$ require act't'S.S Yw ~ nQl !eql.ortd lo i)l'avde tie- inlcttna<ion ~le<I Ol'I a bm ~at 11 sutiitct lo Irle P~x R~ ><I unle$S mt rrxm 
tfisOlays 1 valid OMB tMtroi ~1.>l'!lbtt. 

I 

l 



I 

OMB No. 1076-0154 Expiration Date: 10/31/2003 Fonn OTFM 01-005 

~ividual Indian Monies (llM) Authorization for Disbursement of Funds 
ie of Trust Funds Management 

(1-8B8-<'l7H836) TOLL FREE NUMBER i have any questions call OTFM at 1 - 888 - OST - OTFM 
UM ACCOUNT NUMBER 

I m Known I 
NAME 

2 OF ACCOUNT HOLDER First Full Middle N•m• Last Sumx Ce.a. Jr.) 
· OTHER NAMES USED 
(M~iden-0r Also Known As, elc.) First Full Middle Name Last Suffix (e.o. Jr.) 

OATEOF BIRTH (MM/00/YY) (0.0.B.) (S.S.#) 

3 
_ _] __ , __ - -And SOCIAL SECURITY# --- -- ----

4 CONTACT TELEPHONE 
{ ) ( ) NUMBER Aroa Cade Number Area Code- Number 

PAYMENT REQUEST 
5 {~you complete !Ills section, Q I requeat all of my llM funds be- paid to me when the account bal.ince t:Qaches the minlmum 

A 
please rt>d the lnstrudlons an th• threshol<I amount, OR 
bod< of this fonm) Cl I tetiuest a voluntarv hold on 1nv UM at:eount fund$ until I notlfv you otherwise. 
VOLUNTARY HOLD If a v_aluntary hold is requesled in SA above-, and you, want payments made to you or a tturd party on 

PAYMENT TYPE specific. dates pleuei complete th~ followlng: 

(Before )<>U annplete tflls .sei;tton, 
Q One--tlrne Oi5but$emenl ~I request the followlng amount be paid: please rt>d tile lnstructlons on tfle 

bad< of this form) 
Dala. Amount 

0 Schedule payments of my llM account funds. as follows: 

5 
.. . · .. .. ..frequency .. . . Date(•) .. • ,;Amount 

0 Monthly, OR, 
0 Ouortony, OR, 
0 Other (woekly, biweekly, etc,) 
Payable To: 

THIRO PARTY PAYMENT 
H~~: Address: 

(Compl~te only· if you want your 
pa.ymentmade payable: to olttcr than 
the account holder) -
METHOD OF PAYMENT U By Chec;k (NOTE; OTFM will si:nd-lhe- cheek to the account address of record unless. the payee 
(llefora you complete this .section, 1$ other than the account holderur a direct deposit) . 
please read tho instructions on the Q Ditect Deposit per previously provided inslructions. 

6 back of this form, method of Cl New or Upd•to OlreCI Oepo•it lnformatk>n. 
payment lndudes both payments for {AtU.ch a voided check or ~eposit sllp. If neither Is _avaHable, have your financl-at instilulion 
voluntary holds. and thircl party <:<1mpleto the foilowlng Information.) 
payments.) Routing I: Account IP. 

Name on the Account: 0 Checking 0 Savings 
Financial Institution Name: 
Financial Institution Address: 

YOUR SIGNATURE OR 
THUMBPRINT (Must be either 

7 notarized or a Department of the 
Interior employee must witness. 
Complete back of fonn.) 

- TODAY'S DATE (MMIDDIYY) 

PRIVACY ACT STATEMENT and PAPERWORK REDUCTION ACT NOTICE 
Tl'le ulftinna~ort reqv~s~ on tus lorm IS lt(tuifed bf th! putpt>u ol d1.tbu1Sil'.g moot:y '11'( a~ aqenq, M 1nlOITNtiM p."O'lliled at.xrve is protte1ed 11Mer lhe U S. PnvllC'f Ael Much stiles flal ll'le llN kcOUllt 
111f0llllaboo c:vi be f)rQ~1ded ooJy kl 9o~efl'iment tmp!oyeu wfl<»e du!iu teQWe ;a:ceu. You ;re J\ot rtq1iired to ptev!de Ule inbrmaliOt111Quesled on a lorm Iha! is s11t,ect 10 !hJ: Payeiw(;l(k R:t01JCl"rJn~l U111es~ 

lhtt form Ii: splays J 11alicf OM!! ~ttol nlllflbo! 



Ol'llB No. 1076..0154 Expiration Pate: 1013112003 Fonn OTFM 01..00S 

111clivldual Indian Monies (llM) Authorization for Disbursement of Funds ,. 0-ot 

Office of Trust Funds Management 
COMPLETE THE APPROPRIATE SECTION BELOW: 

This section must be completed for all requests. However, If a notary is not available, you must have a Department of 
the Interior 10011 eml'llovee witness vour sianature or thumbprint and the DOI emolnvee must comolete Section 1 OA & a. 

Notary of Account Holder's 
STATE OF: Coun\y or: Signature or Th11mbprint 
On this ___ day , 2G .:..-i 

9 personally appeared before me -and signed the foregoing- instrumenL And I acknowledge that 
he/she gigned the same. 

Notary Public Stamp NOTARY PUBLIC Signature Ponlod Name of Notary Public 
State or: Ml Commission E:5Eires: 

DOI Wltnes$ of Account 

10 
Holder's Signature or 

Printed Name of 001 witness TIUe & Office Dalo Thumbprint 
A Address: {__) 

Slreet Addree.s, Apt. No., PO eox. Rural Ro-ute Telephone Number 

DOI Witness: S19ru1tvre· c~· State Zin Code 

Verifiable ldentlflcatlon of 

10 Account Holder. 

B Cl Copy Attached 
(e.g. Om•,.. License. State 1.0 .. 'TYPE: NUMBER: Govetnment LO., or Tribal 1.0.) 

00 NOT WRITl! Bet.OW THIS LINE (FOR OTFM USE ONLY) 
Oate: Oiiite; 

Of$burs•menl Authorizing Offlclal Si.., nature: Slanature: 

Print Name: Print Name: 

lte-mSA 
INSTRUCTIONS FOR COMPLETING ITEMS 5 AND 6 

Check (-1) only one box: 

ltem5B 

Item 6 

1. If you check the-firsl box, an avlQmatie: payment will be made whcnev,,_r the account balance reachos the- minimum lhreshtJld. 
2. If you. check \he second box, a voluntary hold will b~ placed on your account This hold wm rem.iln on your account untn you notify 

us In writing to rel~ase the hold. - Oi$b1Jrsements rrom your accounl will only be made In accoNance with wrlltan authorization 
raceivad from you. 

lf you requested ;;i voluntary hold by Checking th"' .second box In SA. the. funds may be ""leased Jn the following manner: 
1. If.you check the One-time 01sbursement box, a paytnent will be made ta you ot a third patty fQr th~ amount and date spec.med. If 

you waint the payment lo be made to a thJrd party you must complete lht Third -Party Sadlon. 
2. if you eheck the Schedule Payriient.s box, you may have the funds disbursed to you or a_ third party according to a &chedufed 

payment plan. If you want the payment to be made ti) a third party you mu3t complete the Third Party Sl!lelion. Payments may be 
rnonth!y, OR quartef1y OR any other Umofram.,, You m""'t Indicate the exact date(s) and exact dollar a-mount{s} to be made, e.g., 
pay to Fit$t National 611nk $200 Qn the 15111 of eaeh month. ln$tructioos such as .. until loan is paid oft ant NOT acceptable and 
payments will not b& processed. If &uffici&nt funds are- ln thl!I account tM day that a ;scheduled payrneflt is to be- made the payment 
will be mad!!. If sufficient fund$ iilire NOT In the account and thererora uruivailable, the account will not be overdtawn and a notice of 
non..p_ayment will be mailed to the -account holdet'.s address of :reCord (state.me;nt address). · 

3. If you complete lhe lhlrd party payment section (name and address), this means the disburseml!!nl wrn be made payable to someone 
other than tho account holder. I.e .. the third P11rty. 

Check (-1) only one box. 
1. Ir you are requesling ii cheek, mail time from Albuquerque, New Mexico varies dependent on the de.stination. The usa ot the 

OIRECT OEPOStT f-unc1io-t1 wm plil1ee the: funds directly fnto your chec,l(,ing- or $<lvings account on lhe same d.ay a cheek would be 
mailed. In addition to faster- ava!lability of fonds, direct depo~.lt $3fe9ul'lrdS against lost, stoJen or forged checks:. 

2. If you check direct deposit ~r pmviol.ls.ly provided ins.tl'\lctions., thi.s indicates that you have pre:viously provided OTFM with your 
cnecking or savings account informalion. Your deposit will be made in accordance- with the in:slructions on tUe with OTFM. 

3. If you. check New or Update Direct Deposit Information, this indieates that your funds will be deposited dire-ctJy Into 1 checking ot 
savings account at the financial institution of your choice. Check this box if you are changing financial institution or th! accov· 
number has changed, ) 

4. · If you want a direct depc>sit and do nol have the deposit slip or volded ctieck., you must obtain the necessaiy information from ye •• ~ 
financial institution. For third party direct pay, you must have that personlptuty provide the neCB~sary 1nformabon, 

PRJVACY ACT STATE~EHT andPl.PERWORK REDUCTION ACT NOTICE 
Hie 11il¢til\i!,Ot1 ~vesl«l on tlis lon'ni~1~edl\lf ihl:l ~ Dldi~l'llO!'llly b'f ihldei~ llQerq'. AM~ MHiOed at>M 11 protected undoeil itieU.$, Pri¥a:y Atl \WllJeh 5\;t!U !hat li'\tJIM Acolutil 
mlGlma<l!ln C.¥1 be p."OYided Otll) kl 110v!!t11me111 ~ ..riose d.ities nq.n ~. You n not~ b prnv>Oe t.a ~ 1'9q\le:!iled ma k;wl'ti MIS $IJbto!lct t:i lt\il P~ A:toucDl)il >.er ~nJMs 

ht WdiWiy5 avaiii:IOlllBJ:M"ml~ 



Ol\/IS No.: 1076.0154 Explrallon Date: 10/31/2003 Form OTFM 01.006 

I Individual Indian Monies (UM) CHANGE OF ADDRESS REQUEST 
,e of Trust F.unds Management · · . 
J have any questions call OTFM at: 1 - 888 - OST- OTFM (1-888-678-8836) TOLL FREE NUMBER 
· FORM IS TO BE USED TO CHANGE YOUR STATEMENT ADDRESS ANO/OR THE ADORl;SS WHERE YOUR 

.. CK WILL BE MAILl::D. If you would like to receive your funds by Direct Deposit at your financial Institution 
or you would like 'to update your Direct Deposit Information, DO NOT COMPLETE THIS FORM, but do complete 
the llM Authorization for Disbursement of Funds Form. . · · . · . · · 

llM Account No. (If Mown.) 
1 OR Tlibal Enrollment No. (If known) 

2 

3 

4 

OR L•ave Blank 

NAME: 
OF ACCOUNT HOLOER 

First Full Mlddte Name Last Suffix le.g. Jr,\ 

OTHER NAMES USED 
Malden OR 

Flt>l Fvll Middle Name Last Suffix (e.M. Jr.) 

Also Known As, etc.) 

: First Full Middle Name Last Suffix (e.a. Jr.) 

STATEMENT ADDRESS CHANGE (The addms wheie your STATEMENTwlll be mailed.] 

FROM (Old Addrossl TO (Now ,t,ddrus) 

ADDRESS:. __ ..._,::--..,..,..,.,.~-=,..,,......,,,.__,..,,...,..-=-~ 
Strciet Address, PO Box, Rural Roule Boll:: ADDRESS: ---,;;:===:-;:;;=:::-i===-,,...--Strcet Address, PO Bux, Rural Route Box 

Apt. No., Building Name Apl No., Building Name 

City State Zip Code City Zip Codo 

CHECK ADORE.SS CHANGE (Th• addre .. when> your CHeCK will be !11.'liied. Complele only W the address is different f;,,m your 
statement address.) 

Q Mark thfs. box tr th" eheck{s) ant to be malled to same 
addrtts as statement.s In number 3 above. 

ADDRESS: __ -;,:---,c:-;.,_.--,,.,,.,::---:--..,,,....----
Slf!Jet Add~s:s, PO Box, Rural Route Box 

Apt. No., S1.1iidin9 Name 

City State Zip Code 

5 OA TE OF BIRTH IMMIDDIYY) 

6 SOCIAL SECURITY NO. 

YOUR SIGNATURE 
OR THUMBPRINT MU$! be 
either notarized OR a Departm11nt 
of the Interior Employee must 
witn&Ss. Complete the back of 
this fonn. 

- ---- --- ----

l·-·-9--t'y"o"u"'R"R"'E""LA""'T"IO~N;;;S:;;H"'IP"T~O""'T~H!-r;E""°PE"'R"S"O"Nr;l"'N .... IT"'E'"M .. 1""'1s""': --------------·----! 
0 Sel{ Q Custodial Patent 0 Le:gal Guardian 

I I DATE SIGNED (MMIDDIYY) I 

PRIVACY ACT STATEMENT ond PAPERWORK REDUCTION ACT NOTICE 
Th! 111l~rmili'.vl requu\ed on ~is- loon it reqU1ted k»" lhe DIJ!pm of disb<Jrsll'l9 /1'IOli&y b)' a ~e<!etlll ~er.:y. >ill ~b'maf!On ~ ablie ·is J)'t)leeted ullder tfit lJ S Pnvacy Ael Whieh Slates Iha! ihe llM 

At:;11U11t 111for;riabo.n CiM be provided cnrt tQ g¢V«Mllllt emplo~ wh<lsa dub~ f!'1vnt access. Voo ¥•riot ~ired to: ftl)vide ltlr: 1~loonat-q11 teQue!ted Qtl a foim lhat is $Ubier:I ki ttie P~n.: Red 00 ~--- ····- _ Aclunle.sslhef01md1splaysa"~idOl-.IScontroll!lr!'l~, ' LC 
11 



OlllB No.: 1076-0154 Expiration Oate: 10131/2003 Form OTFM 01 ·006 

individual Indian Monies (llM) CHANGE OF ADDRESS REQUEST .J Office of Trust Funds Management . , · · · · 
If you have any questions call OTFM at: 1 - BBB;., OST -OTFM (1-999-G78-8836) TOLL FREE NUMBER 

COMPLETE THE APPROPRIATE SECTION BELOW: 
This section must be .cornpleted for all requests. However, It a notary is not available, y~u .must have a Department of 
the Interior (001) employee witness vour sionature or thumbcrint and the DOI emolovee must comclete Section 13A & a. 

Notary of Account 
STATE.OF: Countyot. Holdor's Signature or 

Thumbprint On lhis __ day . 20 ,:__. 

11 
personally appear11d before me and .signed \he foregoing instrument. And I acknowledge that he/$he 
signed the same. · 

NOTARY PUBLIC Signature Printed Name of Not•ry Public 

Notary Public Stamp State ot. My Commission Expfre-s: 

001 witness of Account 
Holder's Signature or 
Thumbprint Printed Name of 001,Wltness Tille & Office Oato 

1Z 
A 

Addnoss: (__) 
Street Address, Apt, No .. PO Bex, Rural Route Telephone Number 

001 Witness Signature Cilv State Zip Code 

12 Verifiable ldenti11eatlon of 
Account Holder. 

B 0 Copy Attached 
(e.g. Orlvers Uctn•~. Stato 1.D .. TYPE: NUMBER; 
Gove1nment 1.0., or Tribal 1.0.1 

00 NOT WRITE BELOW THIS LINE (f'OR OTFM use ONLY) 

RECEIVEO BY OTFM Employee: Oale: 

Sianeturc Ptinl N:ame: 

PRIVACY ACi SJATE~ENT and PAPERWORK REDUCTION ACT NOTICE 
The inf0tl'fla\loll ft<JV~led Ctl htlnim is rtq1,111'td kw tl9 ~ Ol IMbJt:sti;; ll'mtl'f by Ii Fedefal agency. M fllorm96cti ~ ~ 1$ ~ttd \llldtf t.o U.S. Privacy -'tt'lt'hicll states ll'l;t mr- IJM 

AccO\lfli illb'nuhe11 can be proYIOei:l i:rly ID~~ ~e dub~ l'tql.i1c 11%eS.$, Yoo.liJl"t l1t.'lf reovired i:1 provide !he~ /tlt1JeS!el:I on I klim lhat1s s.ub1ect kl lhe Pi!Pe'i"M;ll'k Rt:d11Cllon 
Aet un1tn !hft b'm tUpl<WS a valid OM0 eooltl)! Nmbe1 



Research Request 

OFFICE OF SPECIAL TRUSTEE FOR AMERICAN INDIANS 
(OSTAI) 

OFFICE OF TRUST RECORDS (OTR) 
Branch ofRoscarch & Analysis 

1551 Mercantile NE, Suite C 
Albuquerque, Nlv;I 87107 

505·816-1400 FAX: 505·816·1420 

REQUESTER INFORMATION: 
Date~ Ml: Las·t Name: 

BIA· OTFM Office: Addrcn~ 

Email: Ttlcphonc: 

Req1.1cstor'! Or:anizadun: (Check One) 

roTFM roTR rosT rBIA r Other 

DOCUMENT s RE UESTINFORMATION: 
Account Last N1mc: •Tribe Ntme 

int Numhtr! 

Office/Agency where Record Initiated~ 

Doc-umcnl Type Or De!lcrlpllon: 

Document Numbt!t If Appll<:able: 

Requl!!ster's S!gna.lun:: 

ADDITIONAL INFORMATION: 

Accoun1 MI: Account First Name; 

Document D.ah: -llf FY: 

Uollar Amount lr Applicable: 

.FTSO/RTA or OTFM CO Supervisor vcrlfic::Uion required ror BIA, Trib.al1 and compltte folder 
-conltntj, Printed Name & Sig1u1turc: 

·11e Privacy Ac!' of 197..(, Public L:aw 93.579, Title 5 lJSC Sei::lion S5la. No agency shQJI disclo:Jt any record which ls concalned in 2 .systern ofru:ords by any 
ncan$ or comm11nkati-0n lo any p-cr:Jon. or to anolhtr agency, txce.pt pursuant to a wriitcn request by1 or with Cht prior writt-cn consent ol. lht Individual to 

, •. -... .. ..,.. the record pcrlalns, unltn dis:clo:Jurc of the rctord wl'luld be - (1) to lllose ofnccr.s and tmploy'°ts of lhe lgtn-ey wl\kh maintains the record who have 11. 

r the record ln the performance llf thtir dutit!. .... Crfmlnal Penal ties.· Any omcer or employee of .an agency1 who by virtue of his employment 01· 
po~hion. ha.I' pos~c.!'sion of, or access to. irgency records which cont;1in Individually ldtntlO:a;blc htform:~Uon: the disdosurt Q[ wbkh 1J prohlbiled by 

.. .«lion or by rulei or ngula1ion1 maollihed thmund.r, •nd who knowing !hat dildornrc o[lhe 1p<ciflc material I! 10 problbiled, will fully dliclom the 
lllAtcrial In any mannt.r lo 11ny person or agency n&t cnlhkd 10 rtctlve It, ,:hall br guilt)' of 1 mi.!:dtmtanor and nt1cd not more thJio SS,QOO, 

Revised June 2002 
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APPENDIX G 

United States Department of the Interior 
Bureau oflndian Affairs 

Agency Name 
Address 

City State Zip Code 

NOTICE OF INTENT TO RESTRICT YOUR IIM ACCOUNT 

Certified Number: XXXX 

Name 
Address 
City State Zip Code 

Dear Ms. 

This is to advise you that your Individual Indian Monies (IIM) Account No. 
XXXUXXXXXX is being restricted because a stop payment request initiated by 
you was executed in the amount of $XXX.XX and the check subsequently cashed. 
A second check was reissued in the amount of $xxx.xx at your request and also 
cashed. A debt has been created in the amount of $xxx.xx and needs to be 
collected from yon through our agency. 

Your IIM account will be restricted five (5) days after the date the notice was sent 
United States certified mail or one (1) day after personal delivery to the address of 
record. 

This notification is in compliance with the authority provided in 25 CFR, Part 115.600, 
Subpart E-IIM Accounts: Hearing Process for Restricting and IIM Account. You have 
the right to appeal this decision by requesting a hearing before the Superintendent, 
Agency Name, within 40 days of receiving this notice of proposed action. The request 
for the hearing must be in writing, receiving by the Superintendent, Agency Name, 
within 40 days of receiving this notice of proposed action (25 CFR 115.605). 

If you request a fair hearing before the Superintendent, you will be granted the right to 
be heard. You will have the right to hear the case against you, to present testimony, to 
present witnesses, and to question and rebut apposing witnesses. This includes the right 
to orally present arguments and evidence. 

You may at your expense have an attorney or other representatives present with you at 
the hearing if you so desire. The hearing will be held within 10 working days from the 
receipt of your request for a hearing. 



The Superintendent will advise all parties concerned in writing of the hearing decision 
within ten (10) working days after completion of the hearing. All parties concerned 
may appeal the hearing decision provided for in 25 CFR 115. I 07. See the enclosed 
copy of25 CFR, Part 115.600, Subpart E for your rights. 

If you do not request a hearing before the Superintendent, you will be deemed to 
consent to the restriction placed on your Individual Indian Money account. Also, you 
do not object to the limitations placed thereon in accordance with the terms of this 
notice 

If you wish to have the erroneous payment repaid without delay and without a hearing 
before the Superintendent, please sign and date the attached form and return it in the 
enclosed preaddressed envelope along with a money order payable to the Bureau of 
Indian Affairs for $xxx.xx. 

If you have any questions, you may contact me at (000) XXX-XXXX. Thank You. 

Sincerely, 

Superintendent, Agency Name 

Enclosures: 25 CFR, Part 115.600 Subpart E 

CC: Office ofTmst Fund Management 



Person Na1ne 
Person Address 
City, ST zip code 

RETURN STATEMENT IN THE SELF-ADDRESSED ENVELOPE 

Please circle the following option of your choice: 

1. Yes, I elect to pay back the amount of money owed and do not request a 
hearing in this matter. You may debit my account to correct the 
administrative error. 

2. No, I do not elect to repay the amount of money owed and request a hearing 
to settle this matter. 

Please date and sign your name on the spaces provided. 

Date Signature 



INTERAGENCY PROCEDURES HANDBOOK: MANAGEMENT OF TRUST FUNDS DERIVED 
FROM ASSETS AND RESOURCES ON TRUST AND RESTRICTED INDIAN LAND 

CHAPTER! 
GENERAL PROVISIONS (PREAMBLE) 

Purpose. The federal governmeut primarily through the Department of the Interior (DOI) acts as 
trustee for tribes and individual Indians and Indian lands, as well as resources and lands held in trust 
or restricted status or as restricted assets. Consequently, the BIA is responsible for natural resource 
management, maintaining Indian land titles, and maintaining and updating lease ownership 
information. The BIA is also responsible for providing services to individual Indians. These services 
may include assistance with the financial management oflndividual Indian Money (IIM) accounts and 
the dish·ibution of judgment funds. 

The Office of the Special Trustee for American Indians (OST) was created pursuant to the American 
Indian Trust Management Refonn Act of 1994 (Trust Refonn Act), Pub. L. 103-412 and the 
Secretarial Order 3197 of February 9, 1996 to perfonn all financial trust service functions for Indian 
hust funds. The OST is charged with the responsibility for overseeing and coordinating Departmental 
reforms of practices relating to the management and discharge of the DOI's bust responsibilities to 
Indian tribes and individual Indians. The Office of Trust Funds Management (OTFM), an office 
within the OST, is responsible f01: accounting for and reporting trust fund balances, providing 
adequate controls over receipts into and disbursements from accounts, investing hust funds consistent 
with Departmental policies and applicable laws, and paying interest to account holders. 

This Handbook sets forth the procedures for cooperation and coordination between the BIA and the 
OST for the management of Indian assets and resources held in trust or restricted status by the United 
States. It provides the framework and specifies the procedural arrangements by which the BIA and the 
OST will carry out their trust functions. 

This Handbook is based on those principles tltat recognize the role oflndian tribes as owners and 
governing entities having authorities and responsibilities for the development and administration of 
Indian resource programs. It also recognizes the role of the BIA as representative of the Department 
in the Federal-Indian trust relationship and its role as the regulatory and management authority for 
trust assets on Indian lands. The Handbook recognizes the OTFM's role with respect to accounting 
and financial management of the trust fund accounts and the Office of Trust Record's (OTR's) role in 
implementing procedures to preserve and manage trust records in accordance with the Federal Records 
Act. The Handbook also recognizes the role of the Special Trustee in providing oversight to ensure 
1hat all improvements are coordinated among the various offices and that mandated reforms are 
accomplished. 

This Handbook discusses only the coordination and consultation necessary between two DOI agencies 
related to trust asset and resource management. It does not specifically address all the coordination 
and consultation that must occur between each specific agency and the Indian landowner and 
consultation that must occur between each specific agency and the Indian landowner and beneficiaries. 
These procedures are not regulations but are intended to provide administration guidance to DOI 

personnel in carrying out their responsibilities. Agencies and their personnel are expected to follow 
these procedures while acting in their official capacity as 

I 
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INTERAGENCY PROCEDURES HANDBOOK: MANAGEMENT OF TRUST FUNDS 
DERIVED FROM ASSETS RESOURCES ON TRUST AND RESTRICTED INDIAN LAND 

federal officials. Employees may be held accountable for their failure to follow procedures detailed in 
this Handbook. Other detailed procedures specific to certain aspects of the agency program functions 
will be the responsibility of the BIA and the OST. 

This Handbook is not legally binding on tribes that contact or compact federal trnst programs, except 
as specifically agreed to by a tribe and the agency or otherwise required by law. However, this 
Handbook may be used by those tribes that contract or compact realty programs, social services or IIM 
functions. This Handbook will be supplemental and amended as necessary. 

Interpretation of this Handbook. The Department intends for these to be consistent with all final 
regulations that pertain to the management oftrnst funds derived from assets and resources on trnst 
and restricted Indian land. In the event of any conflict between any provision or interpretation of this 
Handbook and any provision of the Trnst Refonn Act or all applicable statues and applicable 
regulations, the law and regulations shall govern. Any issues not addressed by this Handbook shall be 
administration consistently with the Trnst Reform Act and applicable regulations. The Department 
does not intend for this Handbook to reinterpret the provisions of the Trnst Refonn Act or relevant 
regulations. This Interagency Handbook is intended solely for the guidance for employee of the 
Department of the Interior. It does not constitute rnle-making by the Department and may not be 
relied upon to create a right to benefit, substantive or procedural, enforceable at law or in equity, by 
any person. 

Finally, all federal officials administering the Trnst Reform Act (see Appendix A), the applicable 
regulations, and these procedures will act in accordance with the letter, spirit, and intent of the Trnst 
Reform Act, the regulations, and the policy statements contained therein, as well as in accordance with 
their responsibilities as federal officials, and will be accountable for their actions. 

Incorporation of the Trust Reform Act and Regulations. The Trnst Reform Act is incorporated 
into this Handbook. Any amendments to the Trnst Reform Act that are subsequently enacted into law 
shall automatically become part of this Handbook, immediately upon their effective date without the 
need for further action by the DOI. Any regulations affecting tiust assets of tribal or individual Indian 
accounts also are incorporated into this Handbook. 

The Handbook does not change, and shall not be read as changing, any provisions of the Trnst Reform 
Act or the regulations. In this Handbook references to the Trnst Reform Act and the regulations will 
only be made by citation or by verbatim recitation. 

Replacement. This Handbook replaces provisions of previous procedural directives, instructions or 
manuals regarding tmst fund management issued by the BIA and the OST, unless they are consistent 
with the Trnst Reform Act, regulations, or this Handbook. 

Authority. This Handbook is issued jointly by the Assistance Secretary-Indian Affairs and the 
Special Trnstee under the authorities for the BIA and the OST. 

2 



JNTERAGENCY PROCEDURES HANDBOOK: MANAGEMENT OF TRUST FUNDS DERIVED FROM 
ASSETS AND RESOURCES ON TRUST AND RESTRICTED INDIAN LAND 

SIGNATURES PAGE ~I-IAPTER4 

'UBJECT WHAT DOES MY SIGNATURE ON TRUST DOCUMENTS MEAN? SECTION 

1 of 3 
4-1 

EFFECTIVE DATE July 8, 2002 

REVISION DATE 

Background. This section discusses the BIA and the OTFM responsibilities regarding approving 
and certifying trust program transactions. It is the BIA1s responsibility to approve accurate trust 
transactions (i.e., contracts, deeds, etc.) and to certify the accuracy of the corresponding payment 
transaction and requests for disbursement (i.e., collection, allocation, deposit, withdrawal, 
transfer or disbursement). The BIA shall submit to the OTFM a copy of the relevant pages of the 
approved trust transaction, as detailed in subsequent chapters, and the ce1iified payment 
transaction and requests for disburse1nent. It is the OTFM's responsibility to verify the accuracy 
of the BIA submissions and to process payment transactions and requests for disburse1nents in 
accordance with sub1nitted instructions. Approval or disapproval of the transaction is based on a 
review of available supporting docu1nentation and payn1ent data. 

BIA Official's Signature indicates his/her certification of the accuracy of the data utilized in 
support of the request submitted to the OTFM for deposit, withdrawal, transfer or disbursement 
off11nds to or fro1n a tribal or IIM accotmt and, where necessary, verifies that relevant 
documents are signed by the proper tribal officials. All employee signatures must include the 
e1nployee's title and business phone nu1nber. 

OTFM Official1s Signature indicates his/her approva~ to process the request sub1nitted by the 
BIA for deposit, withdrawal, transfer or disburse1nent of funds to or fro1n a tribal or IIM account. 
The OTFM approval of the processing ofpay1nent transaction and/or requests for disbursement 
is contingent on the accuracy of docu1nentation supporting the pay1nent transaction and/or 
requests for disbursement. All employee signatures 1nust include the employee's title and 
business phone nu111ber. 

Procedure, 

Responsibility 

BIA 

Procedure 

1. BIA Officer-in-Charge approves the trust program 
transactions by signing the contracts, deeds, rights of way, 
etc. 

2. BIA Officer-in-Charge certifies the accuracy of 
docu1nentation supporting and/or justifying his/her request 
to process the corresponding pay1nent transactions or 
requests for disburse1nent. 

3. Submit to the OTFM a copy of the relevant pages of the 
approved trust transactions and the certified pay1nent 
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'HAPTER4 

UBJECT 

SIGNATURES PAGE 

WHAT DOES MY SIGNATURE ON TRUST DOCUMENTS MEAN? SECTION 

2 of3 
4-1 

EFFECTIVE DATE July 8, 2002 

REVISION DATE 

OTFM 

transactions or requests for disburse1nent for OTFM 
approval and processing. 

1. Receive and review the certified payment transaction or 
request for disbursen1ent to ensure it meets the OTFM 
guidelines and a copy of the corresponding approved trust 
transaction fron1 the BIA. 

NOTE: Below are the thresholds for approval authority: 

Dollar Threshold: 
Up to $10,000 
Upto$100,000 
*Up to $ 1,000,000 .. 

Unlimited 

Approving Official: 
IIM Account Technicians 
Trust Accountants 
P.~Y.i~i.~!~ .~.h-~~(~ 1 _ J:<:i_µ~t~C?_i~l._ 
Trust Service Officers, and 
Tribal Account Managers 
Director and Deputy Director 

*With concurrence of the Director or Deputy Director or 
designated staff for payments exceeding one (I) million 
dollars. 

2. Approving official approves and forwards the approved 
trust transaction to the OTFM Central Office (Albuquerque, 
NM) for processing. 

3. Approving official shall return to the BIA Officer-in-Charge 
within the established ti1ne frames any disapproved tn1st 
fund transactions (i.e., request for a check disbursement 
time limit not to exceed three (3) business days). 

4. The OTFM Central Office will notify the OTFM approving 
official of a disapproved trust fund transaction with 
com111ents within the established time fra1nes (i.e., request 
for a check disbursement time limit of one (1) business day, 
account inaintenance not to exceed three (3) business days, 
etc.). 

· -[oeleted: o :=J 
-----··----
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