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United States Department of the Interior
OFFICE OF THE SPECIAL TRUSTEE FOR AMERICAN INDIANS
4400 Masthead Street N.E.
Albuquerque, New Mexico 87109
Phone (505) 816-1645 Fax (505) 816-1334

IN REPLY REFER TO:
OST-2014-00059

July 10,2014

Re:  OST-2014-00059

We are writing today to respond to your Freedom of Information Act (FOIA) request on behalf
of the Office of the Special Trustee for American Indians (OST). Please find enclosed one CD
containing one file consisting of 445 pages, which are being released to you in their entirety,
These materials were located after a search reasonably calculated to uncover all relevant
documents.

The Freedom of Information Act (FOIA) fee for the processing of your request is $45.00,
calculated as follows:

1 hour Professional Search Time @ $10.50 per % hour
1 CD @ $2.00 per CD

Please note that you have not been charged for the 1 hour of search. As a matter of policy, the
Department of the Interior does not bill requesters for fees incurred in processing requests when
their fees do not exceed $50.00, because the cost of collection would be greater than the fee
collected. See 43 C.F.R. § 2.49(a)(1). Therefore, there is no billable fee for the processing of
this request.

This concludes OST’s response to your FOIA request.

The 2007 FOIA amendments created the Office of Government Information Services (OGIS) to
offer mediation services to resolve disputes between FOIA requesters and Federal agencies as a
non-exclusive alternative to litigation. Using OGIS services does not affect your right to pursue
litigation. You may contact OGIS in any of the following ways:



Office of Government Information Services
National Archives and Records Administration
8601 Adelphi Road - OGIS

College Park, MD 20740-6001

E-mail: ogis@nara.gov
Web: https://ogis.archives.gov

Telephone: 202-741-5770
Fax: 202-741-5769
Toll-free: 1-877-684-6448

For your information, Congress excluded three discrete categories of law enforcement and
national security records from the requirements of the FOIA. See 5 U.S.C. § 552(c) (2006 &
Supp. IV (2010)). This response is limited to those records that are subject to the requirements
of the FOIA. This is a standard notification that is given to all our requesters and should not be
taken as an indication that excluded records do, or do not, exist.

If you have any questions, please contact me by phone at 505-816-1645, by fax at 505-816-1334,
by e-mail at, veronica_herkshan@ost.doi.gov, or by mail at 4400 Masthead Street Northeast,
Albuquerque, New Mexico, 87109.

Sincerely,

CE

Veronica Herkshan
FOIA Officer, OST

Enclosure
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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 (/2 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 Govemment 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.



CHAPTER 1

Format and Techniques

Introduction

Bureau appraisers should adapt the following format 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
determining 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 minirnum 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 format. 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. '




g’art 1 - Introduction

Title Page. The title page identifies:

> Type of Report

> Report Fonnfxt

> Property Name and Identification
> Address or Location of Property
> Name and Address of Client |

> Name and Address of Appraiser(s)
> Effedtive Date of the Valuafion
> 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: '

L OWnership

> Legal Description

> Property Location

> Purpo.se of Appraisal |
" > “Function of Appraisal

> Property Rights Appraised

i



> Effective Date of the Valuation

> Date of Report Preparation
e 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

L4

Final Value Estimate
Location Map.
Phdtographs of Subject.

Assumptions and Lmutmg Conditions. These statements afford protectlon
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
- trangmittal and in the value summary section of the appraisal report.

?I Assui‘nptions.' and limiting conditions should be germane to the
' app_ra._isal at hand, i.e., “boilerplate™ language should be avoided.

Aclmowledgment and/or Coauthorship. 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 coauthoxshlp is also included
in the Certification section.



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 consuitation 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 Iess than the fee simple estate, a staternent 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 terms 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



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 Wthh 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
staterment ex plaining 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, govemmental,
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 toplc to the next. The topics listed below are not inclusive of all
areas that may require addressing.

b Site. The following should be described: the quantity, quality, and/or
utilization of land cover types, soil classifications, topography,




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, ot absence of,
minerals and timber on the site. If a timber cruise has been completed,
the cruiser’s namne, 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, ¢.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
using 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 taxed, the appraiser should estimate
the assessment as though it were placed on the tax roll. The rate and



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 repott.

Part Il - 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:

P

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.




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. The highest and best use must
be: '

> Legally Permissible. The use must be legally permissible -
considering tribal, public, and private restrictions. Any possibility
and/or likelihood of change in what is legally permissible 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 retums 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



> 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 applicatioﬁ 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 professxonal 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 presented.in each approach is taken into account. This summary

explains the strengths and weaknesses of each approach and the weight given to each,

Certification and Signature, 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, objective,.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.




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.

Part IV - Exhibits and/or Addenda

idcaliy, all maps, plats, photographs, and exhibits should be included in the body of the report as a

visual aid and/or to assist 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 this 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 itis |

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. Ma_ps - 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.

e Other Pertinent Data.

> Sales data sheets

. Property and vicinity statistical data

. Information for administrative or negotiation purposes -
> Detailed soils descriptions

-10 -
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> Detailed County, State, and Federal zoning ordinances

> Conveyance deeds of subject and sales

® Appraiser's Qualifications. Each appraisal report mustinclude a statement as to
the qualifications of the appraiser(s).

ervised 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 tirne 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.

egotiated Sales

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.

Exchanges

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 comnpetitive markets,
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Partitions

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

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 informed 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 highest value.

L 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.
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‘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 erdinarily be sufficient to suppon fair market rental
estimates on short-term (35 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 long (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 office, 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 and 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 competmve eqmty
investments is required.

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

> The trust managerr1enf-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 trust ownership compared with permitted land uses -

under ownerships subject to all State and local zoning regulations.
These comparative regulatory differences can create opportunities for
Indian trust 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 profess10nal judgement; consequently,
Area Chief Appraisers must ensure that:

> Bureau staff appraisers keep up to date with evolvihg analytical
techniques applicable to the valuation of commermal 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, ie., 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 prcsent
sufficient evidence of value to afford a basis for decision and appropriate action.

Patent in Fee, Removal of
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 aletter. 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.

ﬁu_l_t#Parcef Appraisals

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:

-15.
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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-parce! 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 I, 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.

A

- Limited Appraisal As;i,gnment

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/norninal value may be performed 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 long 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 1 and the departures taken to indicate the reliability of .
the value conclusion. The amount of detai! 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.

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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_,M rin Appraisals

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. :

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 ordinarily is less than the market value
of fee sirnple 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 the 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 patt 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

the valuation of rights-of-way for public utilities, pipe lines, etc. It is
based on market analysis of current (the going) compensation for both
the interests taken and approximate damages, cornbined into a single
expression of value per unit of measure; e.g., per rod, per pole, per
foot, per acre, etc., within the easement or right-of-way area. To this
mjght 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 darnages are unusual. In using this approach, it
miay 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 unit 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 Taki raisals

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 laws governing just compensation
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applicable to the acquiring agency, including those laws goveming compensable and non-compensable

iterns and the treatment of general and special benefits.

Federal law pertaining to Burean 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 description 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
comprising 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 considering the extent of severance damage in most states, However,
in Federa] 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 inentirety 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 property in an
ownership shall be used for the same identical purpose, such as
farming, 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 darnages 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, o ‘

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.

b 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 farm, 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 described 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 remamder are
based on its before condition less its aﬁer condition.

This second method is very applicablc 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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Severance Damage

Y

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 ]ust
losing a proportionate part of the present use.

(4) Damages to Remainder Included in Value of Part Taken, Inthe
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 its 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.

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 msufﬁc:ency 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, streets, rails, and
water '

Y
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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) $42.000
Value after the taking 22,000
Value of part taken _

and severance damage $20,000
Value of the part taken 16.000
Severance damage $.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 portion 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. : o '

. The 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 normaily 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 considering the following two aspects:

The Integrated Unit. First, the unit rule requires valuing property as a whole,
rather than by the sum of the values of the various interests into which it may have

been carved, such as interests held by a lessor and lessee, life tenant and

remainderman, 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
remainderman, 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. g

A very important e)iception 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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L Contributory Value of Separate Elements. The second aspect of the unit
rule is that different elemnents 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 turn, 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 property.

Public Agency Acquisitions

While Bureau policy requires an appraisal report in support of all real estate transactions, this
~ requirement is not to.be construed as an obligation of the Bureau to prepare appraisal reports for-

others for the purpose of establishing just-compensation for acquisitions involving 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. The Bureau,
therefore, should not assume this obligation. Cooperation and liaison with such agencies by which
appraisal reports prepared by them will be submitted for Bureau review and comments is desirable.

The obligation inherent in the Bureaun'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 mterpreted $O as-to in any way tend to limit, restrict, or

mﬂuence the1r 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. |

Mineral Interest raisals

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 usuaily 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:

v 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 Appraisal

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 x:L, 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(1) and A(2) in CFR 25 §179.5. The value of the remainder
shall be determined 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(1) 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 incomne 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.

An appfaisal of forested property should consider the commercial value of timber pres_ent 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

separ-ate]y.

As with any other appraisal, the appraisal of timber and timberland involves a critical analy31s of the -

subject property's highest and best use:
L Is the land chiefly valuable for sustained yield timber production?

® s the timber present separately valuable if removed or will removal of the timber
impair the land for other uses an'd result in lower value?

® Is the continued presence of the standing timber an amemty 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, €.g., grazing, other agricultural uses, or recreational subdivision development.
Thus, often, the most common highest and best use for properties 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 cruise was performed
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 comparisori 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 price 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 Jand and young growth on a
sale, and a land value is thus assigned.

Abstraction. The contribution 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.

o 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

stil] 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 ¢ven 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 Involyin

Ranch operations in the West are conundnly acombination of base property owned in fee and grazing
Tights on Federal (e.g., Bureau of I.and Management (BLM) and U.S. Forest Service (USFS)) and
State lands (usually school lands).

.

Livestock grazing permits and leases are allocated to ranch opefators on the basis of bid, historical _ -

use, and/or certain other qualifications. Qualified ranchers are issued 10-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 USES 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 Government 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, cloes 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 to 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 condemnor may not be required to compensate a
condemnee for elements of value which the Government 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 (BLLM, USFS, and/or other) permits
and leases in the valuation of ranch propetties 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 1dentlf"1ed 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 usually 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 Rounding Value FEstimates

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 $2,178, 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 lump stim 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 fump sum or on a per acre/hectare basis, the followin g .

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 customnary between private individuals
to buy and sell property on a lump sum basis.

L 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 will 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 sel] 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 affirmative 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 trust 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 Indians. 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 secured from the
' buyer. ' S

® If there are improvements on the property, the appraiser is informed. Also, ifitis a
residence, a phone number and a contact person are provided,

@ An appraisal is requested. All pertinent information is included with the appraisal
request. :

Confidentiality of Valuations

Appraisal valuations and supporting appraisal reports are confidential; therefore, the appraiser will
~ notdivulge his/her findings and opinions to anyone except persons clearly authorized to receive such
information. 1

eports and Economic

L Consultation Statements. This is a brief written opinion of the value of 4,
property 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 USPAP
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 of reports 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. '
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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 determine
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 singularty 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 recormmendations is to be
signed alone by the Area Chief Appraiser. Significant studies of this sort should be
reviewed by the Central Office.

Authority

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 preciude 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 -

techniques in the preparation of appraisals when conditions warrant.

Appraisers appearing as expert witnesses in behalf of the Government must obtain

,4{_\_

written permission from the Area Director each time they testify. This authonty _

cannot be redelegated (43 CFR § 2.6).

Review. The reviewing appraiser should, at a minimum, follow the guidance on theﬁ '

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 adcquate_ -

supportmg data has formed the basis for value conclusions.

When the appraxsal review brings to light any questions concerning compensable items
or other legal principles, the advice and counsel of the Solicitor’'s Office wiil 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.
Administrativedeterminations may consider factors other than the value estimate as
shown in an appraisal report.

Contracting Authority. Contracting authority for services to be performed for

the Bureau is delegated to the Contracting Officers designated in 47 CFR §I4H

Bureau of Indian Affairs Procurement Regulations, Authorities of the Commissioner’

to approve contracts between Indians and contract appraisers are delegated to Area

Directors in /0 BIAM 3. Asrelated in 52 BIAM 1.4D: Contractors employed by the

Buredu of Indian Ajj"azrs will be mdzsputably qual(ﬁed to perform the apprazsal task
assigned.
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urisdictional Exception

If any part of the standards set forth by the Uniform 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 USPAP 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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CHAPTER 2

HIGHEST AND BEST USE

Introduction

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.

Highest and Best Use

Market value estimates are based on the highest and best use to which any given property-(_:an be put.
The highest and best use must be specifically defined, described, and justified. Bureau reports

should contain statements that describe the appraiser's analysis and conclusions pertaining to the

highest and best use-of the land or site as 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, _]ustlflcatlon
for the conclusion should be included.

The importance of determining the highest and best use is weighted on the appraiser's ability to
" interpret rarket-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 '

competltwe use to which the property can be put. Therefore, highest and best use is
a market-driven concept.’

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 long term acquisition program.

! American Institute of Real Estate Appralsers, The Appraisal of Real Estate. (Ctﬁwgq, IL; American Institute of Real Estate Appraisers, (1984) pg 269.
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Considerations in

Determination of Highest and Best Use_

F R Y

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 easernent, 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 decrease 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 achange 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 consider 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 Jeads 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.

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

est and Be

criteria are typically given consideration in the sequent:al 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, . E

accessibility, and depth of the lot. Corner lots, or irregularly shaped parcels, may
require extensive development plans and architectural engineering, adding to the
‘development costs. Certain parcels, such as pastureland, farmiand, 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 hazardous
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 pattemns 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 limit growth by using restrictive building
codes or retarding the expansion of infrastructures.

® Financially Feasible. Those uses which would produce a positive retumn 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. -

o 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.”

Restrictions in Determination of Highest and Best Use

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.” 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.

* American Institute of Real Estate Appraisers, The Appraisal of Real Estate. (Chicago, IL Amercan Institute of Real Estate Appraisers, 1984), W- 276,

3 United Stages v, Cors, 337 U.S. 325, 333 (1949); United States v, 46.672.96 Acres of Land, 521 F.2d° 13, 15 16 (10th eir. £975) LA, Tobin
Constiction Co, v. United States, 343 F.2d 422 (10th- Cir. 1965) cert. denied 382 U.S. 830 {1965).
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 Highest and Best Use 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.™ This type of analysis is useful for Jand 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.

#1

‘Highest and Best Use of Property as Impréved.

“The use that should be made of the property as it exists.” 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 long term basis.

Special Situations in Highest and Best Use 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, The Digtionary of Real Estate Appraigal, (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.

Buyer Motivation in Determination ot Highest and Best Use w

The final determination of highest and best use should include ident.ifying 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: (1)
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
ultirnate 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”®, has a
foreseeable termination at some speculative point in the future,
typically 1 to 5 years, and often not more than 10 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, '

*American Institute of Real-Estate Appraisers, The Dictionary of Real Estate Appraisal, (Chicago, IL: American Instirute 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 must 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.”” 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 comprised 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 b

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.

*. Blagk's Law Dictionary. 6th Ed., (St. Paul, MN; West Publishing Co., 1380), W- 1051,
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Speculative Uses. Here, appraisers must ascertain logical alternatives concemning
a future highest and best use for which the land is primarily being held as a speculative
investrent.

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 dernand may only
adequately support one structure at a particular use, and not more than 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 }ands 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.
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CHAPTER 3

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 property, 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 mannerthat it determines

prices of comparable, competitive properties.

To apply the sales comparison approach, an appraiser generally follows a systemnatic 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.

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

9 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.

-50 -



® Reconcile the various value indications produced frorn 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, commercial market data
services, multiple listing services, title insurance companties, 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 information 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 propemes may
require a regional or national search area.

s 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 purposes. 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 seil.

> Sales to Government agencies or condemning authorities.
This is due to the fact that sales under the threat, actual or potential,
of condernnation 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 famxly merbers or close friends and busmess
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 assomated with the real o

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 con31dered arm's-length
transactxons '

! "Said of a transaction negotiated by unmlmai.pnm’m'. each acting in his or her own self interest; the basis for a fair market value determination.” Black's
Law Dictionary, (St. Pavi, 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, terms, 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:

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, termn of contract,

amortization 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.

Conditions 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 documentat1on for proper presentatmn in the appraisal report is as
follows:

d Sale number
> Name of grantor (seller) and grantee (buyer)

> Date of sale s

> 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 qu-ality 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 Comparison

After identification and verification of sales to be used in comparison to the subject property, the next
process is the determination of appropriate units of comparison, the components into which the
property 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, lot, 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 Comparison

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 properties

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 comparison 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 not 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 terms, 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 (1 (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%
Term of Balance (Yrs) 10 12 10
Contract Rate 9% 9% 10%
Cash Equivalent Price  $200,000 . $242,000- Unknown
Percentage of

Cash to Term +33% +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 cornpared with a market
rate of 12% interest would indicate a cash equivalent price as follows:
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Term Sale Price $200,000
Down Payment @ 20% 40,000
Term Mortgage Amount 160,000
Monthly Payment * 2,114
~ Present Value of Monthly
- payment for 10 years
@ Market Rate of 12% ** 149,438
Plus Down Payment 40,000
Cash Equivalent Prick189,438 ,
Rounded To $189,500

" HP-12 C Key Strokes to calculate mortgage payrent: ‘

10 [g}in), 10 [g){I] 160000 [CHS){PV], [PMT] = $2,114

HP-12C Key Strokes to calculate Present Value of mortgage payment at market rate:
10 (g [n} 12 [g] {1}, $2,144 [PMT), [PV] = $149,438

EE ]

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 111ustrated as
follows with the HP-12C calculator.

Monthly Payment at Contract Rate. | L ks
_iO [g][n] Contract Term
10 [g}{1] Contract Rate
160,000 [PV] Mortgage Amount
Solve {PMT] $2,114 Contract Payment

Monthly Payment at Market Rate.

10 [gl[n] Contract Term
12 [gl[l] Market Rate
160,000 [PV] Mortgage Amount
Solve [PMT] $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 o
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 the preseht value of the periodic payments for the
effective life of the mortgage at market rate.

7 [g]n] Expected Life of Mortgage
12 (g]{0 Market Rate
$2,114 [CHS][PMT] Payment at Contract Rate
Solve {PV] $119,755 Present Value of Payments

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

3 [g][n] Remaining Life of Actual Mortgage
10 fg1m Contract Rate
$2,114 [CHS][PMT] Mortgage Payment
Solve [PV] $65,515 Remajning Payments
7 [n] Expected Life of Mortgage
12 m Market Rate '
$65,515 [CHS][FV] Remaining Payments
Solve [PV} $29,636 Present Value of Remaining
| Mortgage
Present Value of Periodic Payments $119,755
Present Value of Balloon Payment ' $ 29,636
Plus Down Payment $ 40,000
Cash Equivalent Price - $189,391 .

Rounded To i $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 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 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.

®  Market 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.™ An appraiser should be

especially sensitive to an appreciating rmarket 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. :
? American Institute of Real Estate Appmjseré, The Dictiopary of BELM.'(CMM% 1L: American Institute of Real Estate Appraigers,

1989) W. 306.
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Example

Date of Sale Sales Price
April 1996 $ 500,000
March 1998 $ 625,000

The compounded rate of appreciation or depreéiation can be calculated as
follows with the use of the HP-12C calculator: .

$500,000 [CHS][PV]  Original Sale price

0 [PMT]
$625,000 [FV] - Resale price
23 [n] Months between sales
Solve (1 0.97 Monthly rate of change
12 (x]- 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 docurnent the demand for the
amenities assoc:ated 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 100 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 Adjustnients. 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 terms 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.

‘@ Use. Itisimportant for an appraiser to address any difference in the use or highest
and best use of acomparable 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 determination 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.

Analyze salcs in sufﬁc1ent 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 contribute little or nothmg 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 supporuve itdoes 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 saje 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_'consicler 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 attempt 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 Measurement 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 arrive 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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s Per acre values

. Per cow unit and per anirnal unit month values

. Square, cubic foot and acreage rental income and expenses
. Projected incormes, cash flows and rent multipliers)

® Time adjustments

. Construction costs

L Devélopment 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
deterrnine which of the independent variables is the most imporant
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 technigue:
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 model
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
met before this technique can be utilized. These data requirernents 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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Adjustments

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

o 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
COMpAarisons.

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 determined 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 10% 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 acomparison is made in
terms of the subject; e g , “the subject is X% superior.” The proper method
of applying the adjustment is by mulitiplication. 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 =X+ 15%x X
$1,000 = X(14+0.13).
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$1,000 = X(1.15)
$1,000/1.15 =X
$ 869.57 =X

The comparable sales price is divided by 1.15 to estimate the value of the
subject. The percentage adjustment to the sales price is minus 13.04%.
1-(1+1.15). '

The comparable is 15% inferior to the subject property:

$1,000 C =X-15%xX
$1,000 = X(1 - 0.15)
$1,000 = X(0.85)
$1,000/0.85 =X

$1,17647 =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-
(1+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 comparabie 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(1 - 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 15% 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
attributable 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 Appraisol Institute, The Appraisyl of Real Estate. (Chicago, IL: Amal;icun Institute of Real Estate Appraisers, 1992) W- 388 - 390, Percentage

Adjustments

* Appraisal Institute, The Appraisal of Real Estate. (Chlcago, IL; American Institure of Re | Estate Appraisers, 1992} pg. 390 - 394, Sequence of

Adjustments
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. Example

Sale Price ' : $1,000.00 per
' acre
Adjustment for Property
Rights Conveyed +35% —+50.00
Adjusted Price $1,050.00
Adjustment for Financing ~3% -_3150
Adjusted Price $1,018.50
Adjustment for Counditions o
of Sale o+ 5% + 5093
Adjusted Price $1,06943 -
Adjustment for Market _ _
Conditions o +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 -$250 - 250.00
Indicated Value of the Subject . $1,063.80
Rounded ‘ ' $1,100.00 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.

In 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 too} 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.
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CHAPTER 4

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:

I. 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 Improvements. 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 farms and ranches. Generatly, 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.

ite Value

In the cost approach, the estimated market value of the site is added to the depreciated cost of the
improvernents. 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 formulated through sales comparisons need additional support, other procedures may
be applied. The procedures used to obtain site value indications are: sales comparison, allocation,
extraction, subdivision development analysis, land residual technique, and ground rent capitalization
as outlined in the 11" 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 does 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 permits.

> Materials, products, and equipmenf.

> Labor used in construction.

> - Equipment used in construction.

> Security dﬁring construction.

> Contractor's shack and ternporary fencing.

> Material storage facilities. |

> Power line install.ation 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 permits may be based

on the estimated cost of construction, The percentages 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, _survéys 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 construction. (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 construction.,

The cost of carrying the investment in the property after construction . .
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 that

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;

>

>

>

B

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 determined 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 determine 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 Imggov_emen_;t,g

There are three methods that an appraiser can use to estimate reprodudtion 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 parts of the
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Accrued Depreciation

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 survey 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 sh.o,ul'd 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 $ 140,025
Indirect Cost @ 10% |
of Direct Cost $ 14,003
o $ 154,028
Entrepreneurial Profit @ 15% $ 23,104

Of Direct/Indirect Cost
Total Replacement Cost New $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 DETERIOCRATION
(Deferred Maintenance)

Staining/Painting Room Addition $ 500
Staining/Painting Lean-to Storage £ 200
Total Curable Physical Deterioration 2700

Incurable Physical Deterioration

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
structure. :

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

e Shert-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 Components)

Reconstructed Effective Age Physical Life AgeLife Ratio Percent Incurable
Cost New (RCN) - Depreciation Physical
Item . ‘ Depreciation
Carpet 10% 10 years 15 years 1015 0.67 $2,295
$3,426 . 67 %

Linoleum 10% | 10 years 15 years 1015 0.67 § 299
$446 . 67%

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

Hot Water 10 years 20years | 10120 | os0 $ 338
Heater 50%

$675

Rooi‘ Cover 10 years 24 years 1024 - 1042 $1,587
$4,732 41%

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 deferred 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 depreciationr already charged under curable physical deterioration and
incurable physical deterioration of the short-lived components.

Example: -

INCURABLE PHYSICAL DETERIORATICGN
(Long-Lived Components)

Reptacement Cost New $ 177,132

Less Replacement Cost of

Deferred Maintenance Items $ 700

Short-Lived Components $ 15279
: $ -15979

Replacement Cost of Long-Lived Components $ 161,153

Effective Age - 10 years
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e

Total Economic Life - 50 years

Ratio Applied to Cost 10/50 ‘ x 0.20
Total Incurable Physical Deterioration, :
Long-Lived Components 532231

QMg'ble.-Funcﬁgnal Obsolescence

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,

e 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 _ $ 1,500
Plumbing Fixtures/Connections - _ 1,800
Current Cost of Deficiency Requiring Addition $ 3,300
Cost at Time of Construction : $2.000
Total Curable Functional Obsolescence : _ :
Deficiency Requiring Addition $ 1,300
e 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 M'ode_r-nization)

Cost of Windows plus Installation $ 2,500
Less Remaining Value of Windows - 250

Loss in Value ‘ $2,250
Cost of Modern Water Supply System _ $ 3,000
Less Remaining Value of Existing System S -_150
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Loss in Value S + 2,250
Total Curable Functional Obsolescence,
Deficiencies Requiring Modemization $.4.500

e Superadequacy, which is measured as the current reproduction cost of the itern 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 iterm 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 o _
Excess Box Stalls (50 @ $300) $15,000

Less Physical Deterioration @ 60% - 9,000
. _ Depreciated Vajue ‘ 6,000
. Cost to Remove and Convert to Hay Storage ~1,500
i Total Curable Functional Obsolescence o
2 Superadequacy (Based on Reproduction Cost) o 34,500
C ' Current Replacement Cost

Not Included in New Construction : 0

Cost to Remove and Convert to Hay Storage 1,500

Total Curable Functional Obsolescence

Superadequacy (Based on Replacement Cost} $ 1,500

Incurable Fynctional Obsolescence.

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-lived incurable physical deterioration) plus the added cost

_ of ownership due to the superadequacy (i.e., taxes, maintenance, insurance, etc.). It is important that

B 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 taxes, 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

(Superadeguacy)
Current Reproduction Cost _
Excessive Roof Structure $ 5,000
Less Incurable Physical Deterioration '
20% Charged to Long-Lived Components .20 x $5,000 - 1,000
Total Incurable Functional Obsolescence
Superadequacy (Excessive Roof Structure) $.4,000

=

External Obsolescence . - _ Wl

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, '

Total 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 $ 700
Incurable Physical Deterioration '
Short-Lived Components $ 5919

-83-




Long-Lived Components ' . $32.231

Total $ 38,150
Curable Functional Obsolescence

Deficiency Requiring Addition $ 1,300
Deficiency Requiring Modernization § 4,500
Superadequacy $ 1,500
Total $ 7,300
Incurable Functional Obsolescence -0-
External Obsolescence - -0-

Total Accrued Deprectation $46.150

Cost Aggrg_g ch Schedule_

. 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 $ 154,028
Plus Entrepreneurial Profit @ 15% 23,104
Total Replacement Cost New - $ 177,132
Less Accrued Depreciation -46,130
Estimated Depreciated Replacement Cost $ 130,982
Plus Estimated Land Value 45.000
Value Indication by Cost Approach $ 175982
Rounded $ 176,000
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CHAPTER 5

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 measure
functional and external obsolescence by capitalizing an estimated income (rent) loss in the cost
approach.

Interests To Be Valued

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 mortgage 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 lessee’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
owrnership 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., fumiture, 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 concem value is the value created by a proven property
operation (considered as a separate entity to be valued with a specific business
establishment).* 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.”” Market value 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 the 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.

! Appraisal Instirute, The Dictiopary of Reat Estate Appraisal, (Chicago, IL: Appraisal Institute, 1993) pe. 4.

? bid., pe. 160.
¥ hid,, pg. 190.

- 86 -



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
obtain a 15% annual return the property must sell for:

4 [n] Holding Period

15 [i] Expected Rate of Return
1300 [CHS][PV] Present Value:

Solve [FV] $2,273.71 Future Value

Amount of $1 Per Period.

(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: Aninsurance 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 fanm
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. [g][n] Monthly Term

10 [g)lil Expected Rate of Return

4500 [CHSI{PMT] Monthly Payment

Solve [FV} $441,500.91 Resale Price
Sinking Fund Factor,

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 interest rate of 84%, the monthly deposit
to achieve the desired amount to pay for the repair or replacement is:

5 {g][n] Monthly Term

8.5 [g]li] Monthly Interest Rate _
- 115000 [CHS][FV] Future Cost :
Solve [PMT] - $1,544.82 Required Monthly Deposit
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o

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 retum, the most this
company will pay today per acre is: :

3 [n] Term

12 (1] Expected Rate of Return
3500 [CHS][FV] Future Price

Solve [PV] $2,491.23

Present Worth of $1 Per Period.

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 assumned (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 [gl[n] Monthly Term

10 [g][i] Monthly Market Rate

8000 [CHS][PMT] Monthly Payment

Solve - [PV] $058,517.29 is the present worth

(exclusive of ' consideration of
reversion value) of the lessor's interest.

Partial Payment

(Loan Constant). The payment required for both principal and interest on a loan fer
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 annua] payment (annual debt service) is:

20 [n} Yearly Term _

9.25 [l Annual Interest Rate

$100,000 [CHS][PV] Mortgage Amount

Solve [PMT}] - $11,150.49 Annual Payment or Annual
. Debt Service

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

20 [g][n] Monthly Term
925 [g][i] Monthly Interest Rate
1 [CHS][PV]
[PMT] 0091587 Monthly Mortgage Constant
12 [x] - .1099 Annual Mortgage Constant (R,,)

Or, the Tnortgage constant can be calculated by dividing the annual debt service by the
loan principal:
R, = $10,990 + $100,000
or
R, =0.1059

Use of the Income 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 incorme capitalization approach will show
sufficient evidence and figures for income and expense estimates to clearly demonstrate that all
pertinent factors have been considered.

Anincome 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 eamings
and include different assumptions concerning the relationships between expected earnings and value,
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In direct capitalization , two basic formulas 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 erhploys two basiﬁ: formulas.
PV =(CF, +(1+Y)) + (CF,+ (I+Y))) + (CF;+ (1+Y)")+ (CF, + (1+Y)")

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

and

Ro=Yo - Aoa

Ro = Overall capitalization rate
Yo = Overall yield rate

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

Basic Income Techniques

® Development of an Income and Expense Estimate. In order to apply any

capitalization procedure, areliable estimate of income expectancy must be developed.

An appraiser may estimate income for a single year or a series of years, depending on
S the data available and the capitalization method employed. If a market value estimate
5 | is sought, the income forecast should reflect the expectations of participants. The
| ~ eamning 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 properties.
> Management expenses for the subject and cornpetitive 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 Incone

Scheduled Rent $X XXX

Escalation income - XXXX

Market rent X XXX

other Income | X XXX
Total Potential Gross Income $X,XXX
Vacancy and Collection Loss -$ X XXX
Effective Gross Income - OSX XXX
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Operating Expenses

Fixed Expenses XXXX
Variable Expenses XXXX
Replacement Allowance XXXX

Total Operating Expenses

Net Operating Income -

$XXXX
SAXXX

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
10 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 J‘J.f‘{-x;

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) ' 1,000

Subtotal 9,750
Total Operating Expenses - 52,244
Net Operating Income : - $78.856

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

ot

1ross Income

Potential gross incotne cornprises scheduled rent in effect as stipulated in a lease as of the date of the
appraisal; rent fromescalation clauses in existing leases; rarket 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 Expehses. Operating expenses are expenditures incurred to the real
property to maintain the property and ensure continued production of the effective
gross income. Operating expenses consist of fixed expenses, variable expenses, and

teplacement allowances.

> Fixed Expenses. These are expenses that do not vary with the
“occupancy of the property and are a required ex penditure 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 managernent control.

S 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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o Management charges

° Leasihg fees

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

. I-ieating and/or air-conditioning

. Payroli

. Cleaning |

. Maintenance and répair

. 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
e Carpeting
. Kitchen, bath and laundry equipmeht

. Sidewalks

° Driveways

. Parking areas

. Exterior painting

’ Any structural item or equiprnent 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 Rate

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 return 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 properties, 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, mottgage income, Jand incoine, or building income. The income rates used
in direct capitalization therefore include the overall property capitalization rate (Ro); the mortgage
capitalization rate (R,,); the equity capitalization or dividend rate (Rz); the land capitalization rate
(R)); and the building capitalization rate (Rz). 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
incoime 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
L 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 terms,
and market conditions as of the time of sale are needed. Additionally, the net
operating incorme 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 dlvxdmg each
property's net operating income by its sale price.

Ry = [ncome
Value

The sales may produce a range of overall rates and appraisal judgement is requ'ired 1o

determine 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 imp'érative 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
maultiplier and operating expense ratio is:

Ro = 1-0FER
EGIM

Example: Assuming a comparable property sold for $500,000
Potential Gross Income (PGI) 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
R,. (1 - 0.3529)+5.8828
R, =0.1100

This calculation is performed for all comparable sales and an overall capitalization rate
is reconciled fromn 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 form of interest, and a
return of capita] throngh 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 (R,,), which is the ratio
of annual debt service to the principle amount of the mortgage loan. The mortgage
constant s a function of the interest rate, the frequency of amortization, and the term
of the loan. o

The rate used to capitalize equity income is called the equity capitalization rate (R;),

which is the ratio of annual pre-tax cash flow to the amount of equity investment. .
The equity capitalization rate reflects the anticipated retutn 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,;) and the equity dividend (Ry). In addition to

the R, and R;, the loan-to-value ratio (M) and the equity ratio (I-M) are needed to

weight the mortgage constant,

Typical mortgage terms 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 Ry + [(I-M) X R;]

Hlustration for hypothetical subject: Typical mortgages at 80% loan ratio, 8%

interest, 30 year amortization period, equity capitalization rate (R,,) of 11% from .

comparable sales.

M = .80
R, = .0881
R =.11 (Market Derived)

The overall capitalization rate is calculated as follows:

Ro =0.80x 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 formuia is: _ _
Ro=LxR, +BxR,

where L = land value as a percentage of total property value, R, = land
capitalization rate, B = building value as a percentage of the total property value,
and Ry =building cap:tallzatlon rate,

Dlustration 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 buildin g 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 loan decisions, institutional lenders use the
debt coverage ratio (DCR). This is the ratio of net operating incorne to annual debt
service, the payment that covers interest on and retirement of the outstanding
principal of the mortgage loan (J).

DCR = NOI +1,

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

Ro=DCRXRy,xM
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 335,221, the debt

coverage ratio is calculated as follows.

DCR= $50,000
' $35,221

DCR=1.4196
R,= 0.0881 and M = 0.80, R,, is estimated as: .

R,= 1.4196 x 00881 x 0,80
R,= 0.1001
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Other Methods and Technigues, Other methods and techniques, if applicable,
are detailed in several recognized appraisal courses and texts; e.g., 11" 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 Appratisal of Rural Property (American Institute of Real Estate
Appraisers), etc. '
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CHAPTER 6

APPRAISAL EVIDENCE FOR JUDICIAL
PROCEEDINGS

Introduction

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 apprmsers 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 proceedmgs 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 1.3C relates that Bureau
policy requires the preparation of a detailed report in support of all real estate transactions, this
‘requirement is not to be construed 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 inaccordance 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 and 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.

In 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 -



the preparation of appraisals prepared in accordance with the rules of admissible evidence (See
UASFLA.) to justify contentions of fair compensation on behalf of the trust owners.

The Bureau will furnish acdequate 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 Uniform Appraisal Standards for Federal Land Acquisitions. The
~ guidelines, together with the following, will be used by staff and contract appraisers in preparmg
appralsals in support of judicial proceedings.

® Updating Appraisals. All appraisals to be used in judicial proceedings shall be -
updated. Itis 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 Uniform Appraisal
Standards for Federal Land Acquisition. The text Real Estate Valuation in
Litigation (J.D. Eaton, MAL. American Institute of Real Estate Appraisers) is also
a useful tool.

Any questions as to the legal premise of the valuation problem should be theroughly
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 additional
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.

L Maps. Priorto 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 information
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 informal
‘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.

“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 interrogation 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 of Admissible Evidence_

The United States Attorney will determine 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, Itis 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 condemnor.

‘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 assessed 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. :

Di irect k 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. 1t is
important that the questions asked by the court be answered as directly and accurately as p0331ble S0
as to avoid an unfavorable impression on the court and jury.

Cross Examination

U U U

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-exarmination will cover the quallﬁcanons of the witness, method of arriving at hls/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 Witness

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 hisfher testimony is to aid the court and the jury in their determination of the
defined estimate of value. Although the appraiser is not trying to win the case, he/she is trymg 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.

e 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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R T S AT S e

Wear clean clothes in court. Dress conservatively.
Do not chew gum while testifying or taking the oath.

Stand upright when taking thé oath, Pay attention and say "I do" clearly. You should

be aware that you are making your critical first i 1mprcssxon to the court as you take
the+oath and recite your quahﬁcanons

Be serious at a]l times, but_not to the point of appearing cold, humorless, and
unfriendly.

Avoid laughing and talking about the 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 2 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 alength of time is tiring. It causes
fatigue. You will recognize fatigue by certain symptoms: (1) tiredness, (2) crossness,
(3) nervousness, (4) anger, (5) careless answers, and (6) the willingness to say
anything or answer any questlons in order to leave the witness stand When you feel
these symptoms, recognize them and strive to overcorne 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 jury. If the oppos’ing 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 Uniform 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 thé 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 cotmpetency. 52 BIAM 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 FIRREA 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 72 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 XT of the Financial Institutions Reform, Recovery, and Enforcement Act of 1989 (FIRREA) (12
U.5.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:

® . Federal Acquisition Regulation (FAR), Part 37

~ ® - Office of Management and Budget (OMB) Circulars and Bulletins

| ¢ Department of the Interior Acquisitions Regulations

L] Bureau of Indian Affairs Procurement Policies and Procedures.

Responsibilities

g Appraisal Section responsibilities include, but are not limited to:

¢ Attesting that there is an acquisition need

i . . . )

i ® Implementing steps for purchase request by preparing:
1

> Schedules

; > Statements of work/specifications

I .

saj » DfaWings

;llkl . - > Delivery dates

n)\ | > Special conditions

l!‘ ;i - - Necessary approvals from higher authority
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» . Costestimates
> | Other items as requiréd
. Implementing steps fort funding by obtajning;_
> certification of availability of funds
» commitment of funds |
* Acquiriﬁg three bids for anyvappraisal_ contracts estimated to cost $2,500.'00 Or Thore.

b 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.

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

L 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 appralsal assignment and other qualifications deemed
necessary.

® . Reviewing each contracted appraisal for comphance respon51b11xty before monetary
awa:d is made for the appraisal contract.

- Contractual Administrative Procedures
The contract method and contract type which you and the contracting officer agree is appropriat‘é to
your appraisal needs will determine the sequence of procedures that will be used. - Contracting

procedures vary substantia]ly depending upon the requirements_ forthe particular type chosen.

In general, the requirements for competxtlon can be grouped into thrce 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 Jarge 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 fumish quotations.

> | The following factors should be considered in determmmg the number
of solicitations for an appraisal need,

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

. Past experience in prices for similar contracts.
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. The urgency of the acquisition.
e The doilar value of the contract.

. Past experience with a particular contractor’s price.

Contracts Which Exceed $25,000.00. /0USC 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 competltlon in soliciting offers ancl awarding
Govemment 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 _equaI from a technical point-of-view.

> Competitive Proposals. When sealed bidding is not approprlate 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 whlch 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 application in the appraisal contracting process,
It should be noted that the use of this procedure requires full
justification and approval as outlined in FAR § 6.303. The following
situations are appropriate for application of the sole source approach:
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o 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 under
$25,000.00. If the contract exceeds $100,000.00, the authonty ]eve] is the
competition advocate for the procuring activity.

EI‘ypica]ly, any contract which requires competition must conform to the appropriate publication
requirement as stated in Part 5 of FAR. The particular 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

réquire 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 isstie and remain for at least 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). '
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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 Govemment 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 FAR § 5.203:

> Contracting officers shall determine the actual 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.

r 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 |

- contract, 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 .
Required _Step

1 Prepare procurement package identifying scope
of work and any other requirements,

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

9 | Notice is published in Commerce Business
- | Daily.
24 Requests for Proposals are sent to those
responding to the Commerce Business Daily
notice. .~ .
54 _ o Requests for Prdposals period closes.-
56 | Proposals sent to be evaluated by the Technical

Evaluation Panel.

63 : Techmcal evaluatlons received. Clanftcanon
" | may be required.

66 i clanﬂcatlon of proposéxls is necéssary, such is
‘ | requested from those responding.

76 : Clarification period closes.

78 Clarifications are sent to the Technical

Evaluation Panel for consideration.

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

92 . Cost proposals are evaluated by the Techmcal
- Evaluation Panel.
94 Contracting officer issues call to proposers for
their best and final offers.
104 Best and final offers are received.
106 _ Contract awarded.
109 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).

ggrk Statement Terminology

The following list contains verbs which are used in writing 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 o 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 diff.erences
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 -
De_Sign Perform an original act o
Determine Resolve, settle, decide
| Develop Bﬁn g intb being or activity )
Differentiate o 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. Itincludes all types of -
commitments that obligate the
Govemment to an expenditure of
appropriated funds. -

Contracting activity An element of an agency designated by
: -' the agency head and delegated broad
authority regarding acquisition

J‘ : | functions. '

I _ 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. _ '

i 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,

i | : ' Competing contractor | Any entity legally capable of entering
' - into a contract or subcontract in its
i ' _ own name that is, or is reasonably
1 R likely to become, a competitor for or
' ' recipient of a contract or subcontract
i 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

Information contained in a bid or
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
personne] 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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XXXXXXX AGENCY ALLOTMENT: XXXXXXX #XXXX
LIMITED APPRAISAL USING A RESTRICTED REPORT

IDENTIFICATION OF REAL ESTATE: NE/4 of Sectlon XX TXXS-RXX
W, LM.,, 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

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.

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

| SCOPE OF APPRAISAL: Sales information was gathered at County Courthouses, deeds analyzed, real estate

inspected, purchasers interviewed by telephone or in person, and comparable sale information produced shov\?mg
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 an'd 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 information.

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 acres 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.




CONCLUSION: The comparable sales have arange of value from $XXX.00 per acre to $XXX.00 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.00 per acre is estimated for the subject’s 160 acres, or a total value of -

$XX,000.00. '

Date | XXXXXX X XXXXXXXX, Staff Appraiser
' State Certification #xxxxx

Date ‘ : XXXXXX X XXXXXXXX, Review Appraiser
- State Certification #xxxxx

Date - XXXXXX X Xxxxxxxx, Area Chief Appraiser
State Certification # '




, ASSUMPTIONS AND LIMITING CONDITIONS

COPIES, PUBLICATION DISTRIBUTION, USE OF REPORT

Possession of this report or any copy thereof does not carry with it the right of publication, nor mdy 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),

CONFIDENTIALITY

This appralsal is to be used only in its entirety. No part or portion thereof is to be used by any pan:y
without the whole report. All conclusions and opinions concemning 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 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 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 requlred in attempting to furnish

unimpeachable verification in all instances, particularly as to engineering and market-related
information. :

EXHIBITS

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

| LEGAL, ENGINEERINQ, FINANCIAL., STRUCTURAL, OR MECHAN ICAL NATURF,
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 opinioh is rendered as to the




title, which is presumed to be good and merchantable, The property is appralsed as if free and clear,
unless otherwise stated in pamcu]ar parts of the report.

The 1ega1 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, t1t1e 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 valnable. 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 qualxﬁed 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 loss in value. No responsibility is assumed for any such ~ ~
“condition(s), or for any eXpert1se or engmeermg knowledge requlred to discover such, The client is
urged to retain an cxpert 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 distributjon‘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 rg:al 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 1nformat.10n
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
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 relanve
attractiveness of the property physically and economically in the marketplace.

In cases of appraisa]s involving capitalization of income benefits, the estirnate 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 dynarmc




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.

CHANGES AND MODJFICATIONS

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 1s 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 procéss which were unknown at the
time of the report preparation. '

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. :

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

A. DEFINITION OF VALUE, MARKET VALUE

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 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 assumning 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, opinio'né, and conclusions were developed and this report has been prepared in
conformity with the Uniform Standards of Professional Appraisal Practice.

- T have made a personal i.nspection of the property that is the subject of this report.

 -noone provided significant professional assistance to the person signing this report.

Xxxxxxx X, Xxxxxxx, Staff Appraiser
State Certification #XXXXX
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CERTIFICATION (Continued)

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

Review Appraiser
State Certification #XX XX

- AsReview 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




UNITED STATES
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BRANCH OF REAL ESTATE APPRAISALS
SUMMARY APPRAISAL REPORT
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RESERVATION CODE XXX ' )9,9,0,0:0.0.0.4.70,0.0.48

PROPERTY OF XXXXXX XXXXXXXXX MARKET VALUE (PURPOSE) FOR (FUNCTION)

LEGAL DESCRIPTION:
XX/4 OF SECTION XX
SUBJECT TO ANY RIGHTS-OF-WAY OF RECORD
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Date XXXXX X XXXXXXXX, Appraiser

State Certification #XXXXX

Recommended (Date) Review Appraiser

Approved (Date)
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Area Chief Appraiser
State Certification #XXXXX
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ASSUMPTIONS AND LIMITING CONDITIONS

COPIES. PUBLICATION, DISTRIBUTION, USE OF REPORT

Possession of this report or any copy thergof 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).

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 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 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; ali 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.

EXHIBITS

The sketches and maps in this report are included to 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. :




LEGAL. ENGINEERING, 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 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/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 loss 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, 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 congidered 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 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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11

12,

13.

- 14,

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 economically in.
the marketplace. I

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.

The "Estimate of Market Value” in the appraisal report is not based in whole or inpart
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 educations for 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.

). 4%
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15.

16.

A,

B.

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.

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

DEFINITION OF VALUE, MARKET VALUE

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 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. -

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.

LEGAL DESCRIPTION

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

AREA AND NEIGHBORHQOD ANALYSIS

AREA DATA:

The subject area is situated in the southwestern part of XXXXXXXX, bound on the north

. by the XXXXKXXXXXX 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 1nches and the average frost free
growing season is from XXX to XXX days, =

The major economic force is agriculture, with oil and gas pI’OdUCthH 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 farms.

There are a variety of crops produced including: Wheat, Alfalfa, Cotton, Peanuts, Grain
Sorghums, Qats, 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.

. . . . J
The principal market centers in the area are Xxxxxx, XxXXxxxxx, XxXxxxx, 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
suppiemental 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
the area is dt 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.

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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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 XXXxxxXxxxx purposes The highest and best use is
concluded to be the same. :

e e e e e e e o e L s

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 dlscounted 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 making adjustments, based on the elements of
comparison, to the sale prices of the comparable properties.
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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 and 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 (CON'T)

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 AX-KXX-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 (per acre) XXX XXX $XXX

F

A

C

T

O

R

S

Net Adjustment $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.00.

THE ESTIMATED MARKET VALUE BASED UPON THE SALES COMPARISON
APPROACH IS $XX,000.00.

XX




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 because 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,

CONCLUSION

As a result of the above investigation and analysis, the indicated market value of the subject property, on
XXXKXXXX XX, 19xx, is $XX,000 00.
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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 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 even.

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

- T 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




CERTIFICATION (Con't)

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

‘Review Appraiser
State Certification #XXXXX

- As Review Appralser Thave NOT made a personal 1nspect10n of the pr0perty
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,'l 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.TRACT.MAP

3. COMPARABLE SALES MAP |

4. SALES DATA SHEETS

5. .EHOTOGRAPHS

6. OTHER SUPPORTING DATA
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United States Department of the Interior
BUREAU OF INDIAN AFFAIRS
Anadarko Area Office
P.O, Box 368
Anadarko, Oklahoma 73005 -

Superintendent

Bureau of Indian Affairs
Anadarko Agency

P.O. Box 309
Anadarko, OK 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 accompanymg 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, 1. 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 bcmg
appraised or the comparable sale being anatyzed.

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 valuatlon 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 Appra1sa1
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 appralsal
See also cost approach, income capitalization approach, sales comparlson

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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Assumptlons and Limited Conditions. For appraisal or analysis purposes, a hfe of assumptlons
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 Equivalency. 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 perforrhs a service,

Condemnation Value. A misieading term for the value to be compensated in a condemnation. The
value sought under the laws applicable in condcmnation is market value. See also market vajue.

Consequentlal Damages. Damage to property caused bya takmg 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; & curable defect caused
by a flaw in the structure, materlals, 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; rétrospective 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. (1.) In appraising, a loss in property value from any cause; the difference between the
reproduction or replacermnent 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. (1.) 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.




Dis-count. (1.) 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-l'ease or aggregate basis. -

‘Disposition Value. The most probable price which a specified 1nterest in real property is likely to
bring under all of the following conditions:

1. Consummation of a sale will occur within a limited future marketing period
specified by the client.

2. Actual market condmons are those currently obtammg for the property interest
Appralsed

3. “The buyer and seller is each acting prudently and know}édgeably.

4. The deller is under compu}sien to sell.

5. . Thebuyer is typically motivated.

6.  Both parfies are acting in what they consider their best interests.

7. An adequate marketing effort will be made in the hmlted time allowed for the

completion of a sale.

8. .'Payment-wiill. be made in cash in U.S. dollars or in terms of financial arrangements
comparable thereto.

9. The price re-preée'nts 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.)




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 deveIOpment ofa
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 govenment 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 intemal 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 wil} or any ascertainable heirs.

Estimate of Value. In appraising, an opinion bascd on a analysis of adequate data by one qualified
to develop such an oplmon
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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-related 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 propemes (Bankmg 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 vacant, the land not needed
to accornmodate the site’s primary highest and best use. Such land may be separated from the Jarger
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
10 the higher risk inherent in the receipt of excess rent, it may be calculated separately and capxtahzed
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 remuneratior 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 price to arrive at an estimated
sale price for the land; most effective when the 1mprovements contribute httle 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 govemmental powers of taxation, eminent domam, 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 limitatjons of the four powers of ; govemment

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., The ability of a property or building to be useful and to perform the functions
for which it is intended according to current market tastes and standards; the efficiency of a building’s
use in terms of architectural style, design and layout, traffic patterns, and the size and type of rooms.

Going Concern Value. The value created by a proven property operation; considered as a separate
entity to be valued with a specific business estabhshment 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 nghts 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 tota] 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 yle}d 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 will 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. (1,) 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 less
deterioration and non-insurable items. Sometimes cash value or market value but often enurely acost
concept (Marshall & waft)




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, whxch 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.

: I_and. (1.) 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, coa] deposits, soil. (2.) In law, the solid surface on the earth,
as distinguished from water. :

4 L‘eased 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

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;

1. Consummation of a sale will occur within a severely limited future marketing penod
specified by the client.

2. Actual market conditions are those currently obtammg for the property interest
appraised.

3. The buyer is acting prudently and knowledgeably.

4, The seller is under_extfeme compulsion to sell.
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Loan Value. A value which lending institutions will accept as a basis for a mortgage or trust decd;
. anebulous value defined differently by various lendmg 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, kmowledgeably, and for self-interest, and assuming that neither is under
undue duress. (The Appraisal of Real Estate, 10" ed., published in 1992 by the Appraisal Institute.)

The following definition has been agréed upon by agencies that regulate federal financial institutions
~ in the United States including the Resolution Trust.Corporation (RTC). - '

The mo&t_ 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 urider
conditions wherebyx

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. Areasonable 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 rcpre_sents 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 of market 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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10" ed., pages 18-22, See also: disposition value; going-concem 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 apphed to other types of reports, are set forth in
the Standards Rules relatmg 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 of part of any real property&' interest for public use under the power of
" eminent domain; requires the payment of compensation.

Partition. - : _ | B

1. 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.

2. 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 (PGI). The total income attnbutable to real property at full occupancy
before vacancy and operation expenses are deducted.

XXXVI




Potential Gross Income Multiplier (PGIM). The ratio between the sale price of a property and
its potent1a1 gross income {(PGIM=V/PGI).

Present Value (PV). The value of a future payment or seties of future payments discounted to the curren
date or to time period zero.

Present Worth of $1 (1/5). 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 ﬁnanmal 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 defined
value of any real property interest or to conduct an evaluation study (consulting assignment)
pertaining to real property decisions.

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 tho 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. Aﬁ 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 aiso 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 lines. Each township contains 36, one-square-mile section of 640
acres. Also called federal rectangular survey system and government 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 pnvi]ege 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 hxghway purposes
for pipelines or pole lmes, 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 grantor 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 predeterrmned 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; offsite
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 (1/8,), the present worth of $1 (1/8"), 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
speczal-deszgn property.

Substitution. - The appralsal 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. (1.) 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, and inversely, 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 of appraisal 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, (1.) 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 acerue to real property ownership. See also
aggregate of retail values (ARV); business value; disposition value; fair value; going-concemn value;

~goodwill value; insurance value; investment value; liquidation vahie market value; use value; value

as is, not all of these definitions are found in this limited list. They can be found in the Dictionary of
Real Estate Appraisal. : :

Value After the Taking. In condemnation, the market value of the remainder parcel in a partial
taking.




" 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 property affected by the
taking,

Value in Place. The amount a prudent purchaser would pay for an item, e.g., equlpment ﬁxtures
in place; determlned by the use the item contributes to the whole.

Warranty Deed. A deed that conveys to the grantee title to the property frec and clear of all
encumbrances, except those specifically set forth in the document,

Weight_ed 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 oquity 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 contro! the use of real estate for the health, morals, safety, and general weIfare of the
public.

The definitions are from The chnonary of Real Estate. Appratsal Third Edition. (App1 aisal
Institute.)
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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:

o The Appraisal of Real Estate, 12" Edition, Appraisal Institute, 2001

e The Appraisal of Rural Real Estate, 2 Edition, American Society of Farm Managers and Rural
Appraisers and Appraisal Institute, 2000

e The Dictionary of Real Estate Appraisal, 4” Edition, Appraisal Institute, 2002
e Real Estate Valuation in Litigation, 2" Edition, ]. 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.
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CHAPTER 1

UNITED STATES DEPARTMENT OF THE INTERIOR APPRAISAL PROGRAM

1.0

2.0

3.0

Program Description.

1.1

1.2

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.

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 (BLLM), Bureau of Reclamation (Reclamation), U.S. Fish and
Wildlife Service (FWS) and National Park Service (NPS).

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

2.2

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.

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.

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 (II'TD) 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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3.2

3.3

ASD. The web address of the system, as of the date of this manual, is:
http://ec21.nbec.gov/arrts/index.cfm.

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.

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 ILand Acquisitions, 5% 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;
3.3.24 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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4.0

5.0

3.4

3.5

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 I.and Acquisitions, 5% ed. (Chicago:
Appraisal Institute, 2000)]

Larger Parcel.

3.4.1

3.4.2

3.4.3

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, 5" ed. (Chicago: Appraisal Institute, 2000)]

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 I.and Acquisitions, 5"
ed. (Chicago: Appraisal Institute, 2000)]

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 I.and Acquisitions, 5"
ed. (Chicago: Appraisal Institute, 2000)]

Preliminary Estimate of Value. An appraisal, the intended use of which is to aid in
assessment of the feasibility of a real property action.

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.

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

5.2

53

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).

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.

52.1.1 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.

5212 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.

5.2.1.3 Contract Appraisers considered for OAS and ASD assignments
must be Certified General Appraisers in the jurisdiction where
the real property is situated.

5.2.2 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.

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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54

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:

53.1

53.2

5.3.3

5.3.4

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.

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.

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.

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.

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:

54.1

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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5.5

5.6

54.2

543

544

545

professional designation from a member organization of The Appraisal
Foundation.

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.

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.

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.

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.

Appraisal Work Tracking.

5.5.1

5.5.2

553

OAS will maintain a standardized log of work requests received and
completed, from which periodic workload reports can be produced.

ASD work progress is tracked through ARRTS.

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.

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

5.6.2

5.6.3

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.

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.
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 Centet, consult the OST Records
Officer.
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5.7

5.6.4

5.6.5

5.6.6

5.6.7

5.6.8

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 assighment, 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.

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.

Employees’ personal records, as defined by the National Archives and
Records Administration (NARA), will not be interfiled with Federal
records.

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.

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—Ilonger than the
otherwise prescribed minimum disposition period.

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.

571

5.7.2

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.

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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57.3

574

5.7.5

5.7.6

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.

Requests for OAS or ASD records other than appraisal work products
shall also be treated as a FOIA request. (See 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.

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.

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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5.8

5.7.7

5.7.8

5.7.9

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.

Staft 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.

See 5.18.5 for instructions to Contract Appraisers regarding confidential
information.

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.

Requesting Solicitors’ Opinions.

5.8.1

5.8.2

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).

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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5.9

5.10

issue, relevant policy citations, the question(s), options, apparent impact on
programs of the various options, and other explanatory information and
details. (See Hlustration 2)

Appraisal Document Format.

59.1

59.2

593

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)

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.

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).

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

5.10.3

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

5.10.2.2

5.10.2.3

5.10.2.4

5.10.2.5

Prepare (or coordinate preparation of) a statement-of-work.
(See 5.18)

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.

Statements-of-work may be coordinated with the third party
but ultimate responsibility for the document remains with OAS
or ASD.

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).

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 assighment
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.

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:

5.10.71 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 authotization/ 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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5.12

5.13

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 assighment (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.

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.

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 assighment, 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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5.14

5.13.5

5.13.6

5.13.7

5.13.8

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.

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)

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.

The engaging Appraiser must clarify exactly what property rights and
interests are intended to be retained, acquired or transferred in the action.

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.

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(¢)]

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 Appraiset, 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.

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
ot 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 assighment’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 (l.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.
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5.17

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.

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:

517.1.1

517.1.2

517.1.3

517.1.4

5.17.1.5

5.17.1.6

5.17.1.7

Client;

the protocol between all parties for sharing and distribution of
appraisal information and products—usually through the
engaging Appraiser only;

intended users (OAS or ASD and the Client Bureau) and
possibly others such as land owners or facilitators);

intended use of the Appraiser’s opinions and conclusions (e.g.,
acquisition; disposition by sale, rental or other means;
exchange);

type and definition of value (3.5, 5.26);

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);

subject of the assignhment and the relevant characteristics,
including, as applicable:

5.17.1.7.1 property description (e.g., legal description, plat
map, survey map, other);

517.1.7.2 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;

517.1.7.4 property address or directions to the property;
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5.17.2

517.1.7.5

5.17.1.7.6

517.1.7.7

517.1.7.8

517.1.7.9

5.17.1.7.10

517.1.7.11

physical condition of the access (i.e., improved
or unimproved, vehicular, foot trail);

owner’s full legal name and contact information
for all corresponding real property rights to be
appraised;

permission to enter and appraise the property
with reference to or a copy of the permission
document (if non-Federal property);

any controversies or issues the Appraiser may
encounter or of which he or she should be
aware (public, private, political);

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.);

if Federal land associated with grazing permits
ot leases, the intended disposition of such
authorizations (See 5.34.5);

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.

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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5.17.3

5.17.4

517.2.2

coordinated in advance with all concerned; and will document
Client Butreau concutrence.

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.

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.

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

5.17.4.2

5.17.4.3

5.17.4.4

5.17.4.5

5.17.4.6

5.17.4.7

5.17.4.8

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;

whether the fee quote submitted is an all-inclusive fee (usually)
or whether other arrangements are intended;

who will pay the fee—OAS, ASD, or a third party;

delivery method and address for the invoice;

the scope-of-work required;

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);

that the UASFLA reporting format (UASFLA A-1-39,
summarized in Appendix B) is required (see also D-17 for
project report format);

the due date, and late penalties, if any;
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5.17.5

5.17.6

5.17.4.9

5.17.4.10

5.17.4.11

5.17.4.12

5.17.4.13

5.17.4.14

5.17.4.15

5.17.4.16

5.17.4.17

whether the Appraiser must attend a pre-appraisal or joint-
inspection meeting, and if so, the necessary details;

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;

property inspection requirements;

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;

the COR or other representative contact information;

notice that there is a minimum 30-day period for report
review(s) and acceptance;

notice that usually upon review, clarification or correction may
be required;

if other than the COR, those to whom the Appraiser may
release information or work products;

that the statement-of-work and employment contract (purchase
or task order) must be included in the addendum of the
assignment report.

Confidential Information. All statements-of-work for appraisal product
contracts shall incorporate the following clause:

“The [Oftice 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.”

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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5.18

5.19

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.

Contracting, Mandatory Documentation. The following documents are required
with contracting assignments:

5.18.1

5.18.2

5.18.3

5.18.4

5.18.5

5.18.6

5.18.7

The appraisal request (ARRTS or other);

Statement-of-work (see 5.17);

Cost and accounting information;

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);

Copies of request-for-quotes if the COR solicited quotes for the action;

Copies of the quotes received from vendors;

A brief synopsis comparing the bids, and the COR’s recommendation for
award. (See Illustration 4)

Grants-in-Aid Reviews.

5.19.1

5.19.2

5.19.3

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.

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.

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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5.19.3.2

5.19.3.3

519.3.4

5.19.3.5

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.

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).

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.

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.

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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5.20

5.19.4

5.19.5

5.19.6

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.

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.

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
occut.

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.

Concessions Appraisal.

Reserved.
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CHAPTER 3

GENERAL APPRAISAL ISSUES

5.21

5.22

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.

Use of Sales to Governmental Entities. UASFLLA 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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5.23

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.

Review Language. Itis 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
Appraiset’s options and review language are as follows:

5.23.1

5.23.2

5.23.3

5234

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].”

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 [HH#HHH].”

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.

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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5.24

5.25

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.

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/TTARS 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)

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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5.26

5.27

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.

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(¢), 2.2(a) (iii); UASFLA A-11, A-13, A-22]. (See
5.13)

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
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5.27.3

5.27.4

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.

Larger Parcel Determination for Land Exchanges. The larger parcel is
never greater than the land described in the Agreement to Initiate (ATT) 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)]

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)
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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 propetly 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 assighment 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 eatly 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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5.28.4

situation, is reflected in the prices asked and paid for entire similar
properties. (See UASFLA B-13)

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

5.30

Definitions and Terms.

5.29.1

5.29.2

5.29.3

5.29.4

5.29.5

5.29.6

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)]

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.

Probate: The legal process by which a judge or other decision-maker
determines who will receive an Indian’s property upon his/her death.

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)]

Tribe: A tribe, band, nation, community, group or pueblo of Indians. [25
CFR 169.1(c)]

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)]

Requirements / Policy

5.30.1

5.30.2

Expert Testimony: Appraisers appeating 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.

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. Itis 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.

531 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)

532  Specialized Appraisal Services

5.32.1

5.32.2

5.32.3

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.

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.

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 affer the assemblage.
When a change in highest and best use occurs after assemblage, the whole
unit should be appraised based on the affer 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
unauthotized 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).'

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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5.33

5.34

BUREAU OF LAND MANAGEMENT

Definitions and Terms

5.33.1

5.33.2

5.33.3

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)]. ATT’s are used by the BLM in formulating land
exchanges and are significant to ASD in that an ATT should address certain
appraisal issues that are best resolved with ASD advice, e.g., setting
parameters for larger parcel considerations.

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)]

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.

Bureau Requirements / Policy

5.34.1

5.34.2

5.34.3

Unit Rule and Larger Parcel.

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

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

Version 8.0
- 38 -


https://www.nbc.gov/appraisalservices/index.cfm?fuseaction=MBBResponses&item=119&category=&keyword=&startrow=31&CFID=154975&CFTOKEN=90769955

United States Department of the Interior
Appraisal Policy Manual

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

5.34.3.2.2

5.34.3.2.3

5.343.2.4

5.34.3.2.5

5.34.3.2.6

A specific opinion of value;
An opinion as to a range of values;

An opinion as to a relationship (e.g., not more
than, not less than) to a previous value opinion;

Comparable sales (the Appraiser decides which
sales are “comparable” and this information
establishes a range of plausible values);

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);

A value-based ratio or relationship between
lands, for example between offered private
lands proposed for exchange for selected public
lands.

5.344  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

5.34.4.2

5.34.4.3

there are no significant elements of value requiring complex
analysis;

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;
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

5.34.4.5

5.34.4.6

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.

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.

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
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5.34.5

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.

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

5.34.5.2

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.

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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5.35

BUREAU OF RECLAMATION

Definitions and Terms

5.35.1

5.35.2

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)

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 420) 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.
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5.36

5.37

NATIONAL PARK SERVICE

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).

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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5.38

U.S. FISH AND WILDLIFE SERVICE

Definitions and Terms

5.38.1

5.38.2

5.38.3

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)

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.

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
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5.38.3.4

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.

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

5.38.3.4.2

5.38.3.4.3

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.

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,

o the date of the property’s acquisition,

o the improvements existing as of the date
of the acquisition,

" the improvements made to the property
subsequent to the date of the acquisition,
and

o 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.

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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5.39

5.40

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.

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.

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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6.0

5.41

5.42

APPRAISAL CONSULTING

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.

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.

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

6.2

6.3

6.4

6.5

6.6

6.7

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.

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.

The Federal Records Act of 1950, as amended, prescribes records retention policy
for Federal Agencies.

Secretarial Order 3240, March 2002
Code of Federal Regulations, Title 25, Indians
United States Code Annotated, Title 25, Indians

49 USC § 4601, Uniform Relocation Assistance and Real Property Acquisition
Policies Act of 1970 as amended
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6.8

6.9

6.10

6.11

6.12

6.13

6.14

49 CFR § 24.103, Uniform Relocation Assistance and Real Property Acquisition
Policy Act of 1970 as amended

Federal Real Property Appraisal Standards, OMB Bulletin No. 91-05, Appendix II,
November 26, 1990

Indian Self Determination and Education Assistance Act, P.L. 93-638, as amended
Indian Lland Consolidation Act (ILCA) of 2000, PL 106-462 as amended

6.10.1

6.10.2

6.10.3

6.10.4

6.10.5

BIA will be identified as a Client.

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.

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.

All appraisals performed under P.I.. 93-638 contracts or Self-Governance
Compacts are subject to final review and approval by the OST—OAS.
Tribal Appraisers must be state certified.

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.

OAS regions will log all appraisal requests submitted for ILCA. The request will be
logged into the appraisal tracking system when:

6.11.1

6.11.2

6.11.3

The ILCO office or BIA has identified specific properties to be appraised;

A complete timber cruise, timber stumpage appraisal, mineral evaluation
report(s) archeological report, and any available NEPA studies have been
received; and

Ownership and property right(s) have been identified with Title Status
Reports (TSR) from the respective BIA Land Titles & Records Office.

American Indian Probate Reform Act (AIPRA of 2004, PL 108-374)

1947 Acct — Appraisal Requirements Specific to the Five Civilized Tribes of
Oklahoma

Memorandum of Understanding between OST and NBC, September 30, 2004
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7.0

8.0

9.0

References.

7.1

7.2

7.3

7.4

7.5

7.6

7.7

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).

The Appraisal Institute. The Appraisal of Real Estate, 12th ed. (Chicago: The
Appraisal Institute, 2001).

The Appraisal Institute. The Dictionary of Real Estate Appraisal, 4th ed. (Chicago:
The Appraisal Institute, 2002).

The Appraisal Standards Board of the Appraisal Foundation. Uniform Standards of
Professional Appraisal Practice.

Eaton, J. D. Real Estate Valuation in Litigation, 2™ ed. The Appraisal Institute:
1995.

The Interagency Land Acquisition Conference, Uniform Appraisal Standards for
Federal Land Acquisition, 5" edition. (Chicago: The Appraisal Institute, 2000).

United States Office of Management and Budget. OMB Circular No. A-25
Transmittal Memorandum #1-—User Charges. July 8, 1993.

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.

DOI Chief Appraiser’s Memoranda. (Reserved)
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Addenda

Secretarial Order No. 3240

Secretarial Order No. 3251, as amended
Secretarial Order No. 3258, as amended
Procedural Guide—Forest Resources
Procedural Guide—Water Rights
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
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 LLand 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 Lland Transaction Principles. This Order provides the
following: (a) a policy on alternative methods of valuation (AMYV) that addresses the need to
comport with nationally applicable appraisal standards; (b) a policy on appraisals prepared for third
(z.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 (7.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.

(@)  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 (ze., non-Federal) Parties.

(1)  Appraisals prepared for third (ze., 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 (z.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.
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(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 (z.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 (IDOI). 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 assighment.

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 necessaty for prepating
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

e Cruise purpose (for appraisal of a land exchange, land purchase, land sale, donation).
e Legal description of subject properties.

e Description of cruise method(s).

e Merchantability limits (Min. merchantable sizes, bole lengths, utilization standards).
e Log or tree grading system used (including export, if applicable).

e 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 Appraiset, 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 treview 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:

e Source — underground, surface (name of stream or springs), other (reclaimed water,
storm waters).

e License Number.

e Date of Priority — the date water was first appropriated for beneficial use.

e Amount — acre feet per year, gallons, other unit.

e Amount of diversion (flow rate) — cubic feet per second, gallons per minute, other unit
per time period.

Version 8.0
- 65-


https://www.nbc.gov/appraisalservices/index.cfm?fuseaction=MBBResponses&item=192&category=&keyword=&startrow=41&CFID=154975&CFTOKEN=90769955
https://www.nbc.gov/appraisalservices/index.cfm?fuseaction=MBBResponses&item=192&category=&keyword=&startrow=41&CFID=154975&CFTOKEN=90769955

United States Department of the Interior
Appraisal Policy Manual

e Use — irrigation, domestic, stock watering, municipal, other.
e DPoint of diversion — legal description of location of well, ditch head, river pump.

e 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:

e Will state law permit the conversion of water rights from one use to another?
e Will state law allow water rights to be transferred from one hydrographic basin to another?
e s there a way to transport the water to the proposed place of use at an economic cost?

e s there actually a demand for #his 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 assighment 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

GPM

Miner’s inch

Water duty

Consumptive
use

Priority

Cubic feet per second.

Gallons per minute.

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.

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.

The amount of water actually consumed for plant use.

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 BLLM.
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 rgyalty 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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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-
QQS1 Policy on NBC Appraiser State Certification Requirements.

I. Name of Requester Date:

II. Current Title/Grade

ITII. 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

U.S. Department
of the Interior

United States Department of the Interior m

NATIONAL BUSINESS CENTER National
DIRECTORATE, APPRAISAL SERVICES Center
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, affer 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] he purpose for which the lands are to be nsed 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,

©

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

)

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

Summary Identification:

ARRTS Number: FD90XX

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 36F water right acres. The property is located in
Wamsutter, High Lonesome County, Nevada 98765.

Client:

Intended Users:

Intended Use:

Definition of Value:

Effective Date of Value:

Property Interest:

The United States Department of the Interior - Directorate, Appraisal
Services

The Directorate, Appraisal Services and the U.S. Fish & Wildlife Service

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.

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 1and Acquisitions, 5" ed. (Chicago: Appraisal Institute,
2000), 13.]

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.

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 Desctiption:

Address Assessor Gross Acres Water Imbrovements
Parcel No. (Land) Right Acres prov
835 Edwards 18.552.075 3106 508 House, shop, various
Lane farm structures
805 Bdwards | ¢ 555 174 10.00 9.00 None
Lane

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:

Contact Information:

Inspection Permission:

Controversies / Issues:

Outstanding Rights:

Available Documents:

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.

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.

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.

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.

No unrecorded documents or agreements were identified; verification
with the property owner is advised.

The following documents and reports will be provided under separate
cover:
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X Location Map

[ ] Master Title Map

[] Survey Plat

X] Assessor Plat

X Legal

Description

L]

X] Prelim./Title [] Title Exception
Report Documents
[] Environmental

Report [ ] Lease Agreement(s)
[ ] Mineral Report [] Grazing Permits

%p\zatter ight [ Building Plans

[ ] Wetlands Study [] Building Specifications

[] Right-of Way

[ ] Soils Report Agreement

Extraordinary Assumption: The subject farmstead was indicated to have two formerly used above

Hypothetical Condition:

Legal Instructions:

Jurisdictional Exception:

Supplemental Standards:

General Requirements:

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.

None allowed without documented approval from the COR.

None.

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.

The appraisal report must conform to the standards established by
UASFLA. No other supplemental standards are applicable.

e The assignment fee will be paid by ASD.

e 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 peet’s actions in the same or similar assignments.

e The appraisal report is to be documented in a self-contained report format.

e 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 ASD Review Appraiser
Representative

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 Setrvice 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, inferiot, 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,” ot 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.

Version 8.0
- 86-



United States Department of the Interior

Appraisal Policy Manual

Request for Quotation — Appraisal Services

Bid Synopsis

ILLUSTRATION #4

Project Identification: Glen Canyon Dam Habitat Restoration, ARRTS No. AB123X

Vendor
Name &
Address

Contact Name

Phone #

Fax #

Date
Contacted

Fee Quote

Turnaround
Time

Recommendation and Justification: Example Mr. George Hayduke, of Monkey Wrench V aluations
has previously appraised quite similar property for Directorate, Appraisal Services in the area. His work is
consistently excellent and bis attention to customer service exemplary. In short, Hayduke walks on appraisal water.
He bid is slightly above (<10%) the other two but bis 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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"BAPTERS  TRIBAL TRUST ACCOUNTS PAGE 1 of3
BUBJECT BUDGETS SECTION 5-2

EFFECTIVEDATE July &, 2002
REVISION DATE

Background, This section discusses the BIA’s and the OTFM’s responsibilities regarding the
preparation, modification, and use of anrual tribal budgets or portions thereof governing the
expenditures of tribal trust funds. A tribal budget supporting the use of tribaf frust funds is not
mandatory vnless it is a requirement set forth in statutory language, congressional directives,
court orders, court approved settlements, settlement agreements, use and distribution plans,
regulations, or bond or loan payments, However, it is recommended that a budget be prepared,
gven if it is not required, to mitigate the risk of incurring a loss due to the sale of a security prior
to its maturity to meet the cash flow needs of the tribe.

Cross Reference. 25 CFR §§ 115.807-115.809, 812-115.817

Procedure,

Responsibility Procedure

BIA 1. Upon tribal request, or upon Congressional direction, the
Secretary will work with the tribe in the preparation of a
tribat budget or tribal budget modification for the use of
fribal 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 submissions of annual budgets or budget
modifications for the use of tribal trust funds and forward
copies of the documents to the OTFM. The submission must
include the appropriate tribal resolution that approves the
budget,

3. Upon notification from the tribe that anticipated cash flows
will not reasonably support the budget or budget
modification(s), work with the tribe to make approprizate
adjustments and forward the modification(s} to the OTFM,

OTFM 1. Receive directly from the tribc or from the BIA the

proposed tribal budget or budget modification(s) with the
tribal resolution attached.

. - peleted: 31164

2. Within thirty (30) days-ofreccipt-of-a-tribal-budget or - - - - -
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FUBJECT BUDGETS SECTION 5-2

EFFECTIVE DATE July 8, 2002
REVISION DATE

budget modification:

a. Review the budget or the budget modification(s) in order
to determine the reasonableness of the budget in terms of
estimated investment income and anticipated future
deposit(s) into the tribal trust account,

b. Acknowledge the fribal 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 )

acknowledgment of the budget means the:

1. Funds are being expended in compliance with any
laws or settlernent agreements; and

2. Investments in the account will support the proposed
expenditures.

¢. 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 cotpliance with
applicable laws or seftlement agreements, or

2. Cash flows will not reasonably support the budget or
the budget modification(s). A copy of this docwmnent
should be sent to the BIA so that the BIA is aware of
the potential problem(s) with the budget.

3. Following acknowledgment of a tribal budget and/or « - - { Formotted; Bullets and Numbering )
modification(s) and receipt of any investment instructions
from the tribe, develop and implement prudent investment
strategies to meet the tribal needs.

t 4. Forward a copy of the acknowledged budget to the BIA for « - [Formatted: Bullets and Numbering |
use when processing the disbursement requests.

| 5, __File the acknowledged budget and/or modification(s) and ~ « - - { Formatted: Bullets and Numbering ]
investment instructions, if any, in the appropriate tribal
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folders for reference.
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Background. This section discusses the BIA’s and the OTFM’s responsibilities for opening a
tribal trust account. The section details the circumstances necessary for opening an account, as

well as specifying the minimuin information needed from a tribe to process the request.

Cross Reference. 25 CFR §§ 115.700-115.702, 115.800

Procedure.
Responsibility Procedure
BIA 1. Initiate the procedures to open a tribal account when funds
are received and a tribal account does not exist. Only the
types of funds deseribed in 25 CFR § 115.702 will be
accepted to open a tribal trust account.
OTFM 1. Open an account upon request from the BIA or upon

verification of need. Ensure funds type may be accepted
into the trust system as outlined in BIA step-1 above. If the
funds type cannot be accepted into the trust system, work
with the appropriate staff inchuding, 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 trust 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 trust 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. Redquest 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 trust funds from the
tribal trust account; and c. Provide tribal

investment instructions. The QTFM 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 (o
requests for withdrawalg (including transfers) of trust funds from tribal trust accounts. For
withdrawals pursuant to 25 CFR Part 1200 (The American Indian Trust Fund Management
Reform Act of 1994), forward all documents to the OTFM for processing. All ather tribal
requests for withdrawals or transfers must include a properly completed standard form 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 disbursement complies with all applicable laws and requirements, the
use and distribution plan and related budgets, and is signed by the properly authorized tribal
officials, The BIA must approve by signature all disbursement requests from judgement fund
accounts. The BIA must review all disbursement requests from non-judgement fund accounts by

signature acknowledgment, Disbursement or transfer transactions will be reflected on the
statement of performance.

Cross Reference. 25 CFR §§ 115.815-115.817; 25 CFR Part 1200
25 USC §§ 4001 ef seq.

Procedure,
Responsibility Procedure
BIA 1.

Maintain a list of names of the authorizing tribal officials
with their sample signatures (including a copy of the tribal
resolution giving them authorization), the use and
distribution plans (or other requirements) and any budgets

for use as reference when approving a tribal disbursement
or transfer requests.

2. Forward to the OTFM immediately all documents received
for withdrawals or transfers under 25 CFR Part 1200. All
other written withdrawal or transfer requests (SF-1034
and/or BIA-4283) submitted by the tribe must contain;

a. The signatures of the proper autherizing tribal and BIA
official(s);

b. The amount of trust funds to be withdrawn or
transferred; '

¢, All documentation or information as reguired by
applicable law in order to withdraw or transfer such




INTERAGENCY PROCEDURES HANDBOOK: MANAGEMENT OF TRUST FUNDS DERIVED FROM
ASSETS AND RESOURCES ON TRUST AND RESTRICTED INDIAN LAND

CHAPTER 5  TRIBAL TRUST ACCOUNTS PAGE 2,03
UBJECT TRIBAL REQUESTS FOR WITHDRAWALS OF FUNDS SECTION 35

EFFECTIVE DATE July 8, 2002
REVISICN DATE

funds;

d. The tribal budget, as applicable;

¢. The tribal resolution approving the withdrawal or
transfer of a specified amount of trust funds; and

f. Al instructions on how and where (wire or check) to
send the funds or transfer the securities,

3. Review the request for completeness, accuracy and o

compliance with all applicable laws and any budgetary
limitations. Consult with the Office of the Selicitor as
necessary.

| 4. Notify the tribe 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 to address any 4

deficiencies in the request,

| 0. _Approve the request by signing SF-1034 or BIA-4285, 0r  ~- - -

attach a signed approval memo referencing the request

stating that it is in compliance with applicable laws, plans,
court ordets, etc.

| 7.__Submit the completed and approved withdrawal and/or <
transfer package to the OTFM for processing.

OTFM 1. Receive requests for withdrawals pursuant to 25 CFR Part
1200 and notify the tribes that the requests have been
received and will be processed under time frames
established in 25 CFR Part 1200.

2. Receive disbursement request (SE-1034 or B1A-4285)
approved by the BIA and review the request for
completeness and accuracy. Requests must comply with all
applicable laws, plans, budpets, etc. and contain all required
approval signatures. See BIA step-2 above,

3. Review system balances to ensure that there are sufficient
funds for the amount of the withdrawal. Disbursement

'[—Furmatted: Bullets and Numbering ]

: [ Formatted: Buliets and Numbering j

'(Furmal:tad: Bullets and Numbering J

[ Formatted: Bullets and Numbering ]

: [ 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 10 the tribe and the BIA as
appropriate to address any problems 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 instructions. 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 Payment and Collection (IPAC) system, canceled
check amounts will be returned to the OTFM and posted to the appropriate account. Treasury
often takes an additional three (3) months after canceling the check to issue a credit to the
OTFM. The entire process from check issuance to final crediting to the account takes
approximately fifteen (15) months if a stop-payment request has not been processed. This
process is referred to as “Limited Payability Cancellation.” A Treasury check may also be lost,
stolen or damaged. In these instances, the check can be canceled and the amount reissued, If the
check that was lost, stolen or damaged is older than one (1) year, then the check has already been
canceled by the Treasury through a Limited Payability Cancellation as explained above, Ifa
check that had been reported lost, canceled and re-issued is cashed, Treasury will issue the
OTFM a payment over cancellation. A payment over cancellation is similar to a debit voucher
issued by a bank, [t withdraws the finds from the OTEM that were previously credited when the
check was canceled. The OTFM then has to book a disbursement to the account from which the
original check was drawn. This second disbursement 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 canceliation\stop payment is requested, the payee must certify in
writing that he or she will not cash the first check if it is found and will retun the first check to
the closest OTFM office either in person or by certified mail. Also, it is important to understand
that canceling a check will not prevent it from being cashed as private sector banks cannot
determine whether a check has been canceled by Treasury,

Cross Reference, 25 CFR §§ 115.819-115.820

Procedure,
Responsibility Procedwre
BIA 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 immediately
reported to the OTFM with ail supporting documentation. 2.

Approve check re-issuance requests by signing
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OTFM

{approving) the SF-1034 or BTA-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/B1A-4285 or
submit another copy of the resolution as the original per
capita payout documentation should be filed in the
appropriate tribal folder.

Receive requests.to cancel checks that were lost, stolen or

damaged and:

a.  Determine if the check was issued more than one (1)
year prior to the current date, If the check was issued
more than one (1) year prior to the current date,
proceed to the OTEFM step-2. If the check was issued

within one (1} year of the current date, proceed to the
next step.,

* b, __Obtain a written statement 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
holdet or payee signature).

¢.__Process requests by completing a Standard Form-1184
(SF-1184) and entering it into the Treasury’s PACER
System, If the check has not been negotiated, procced
to OTFM step-4. If the check is negotiated, proceed to
OTFM step-3.

Hiel

If the requests are received to cancel checks that were

issued one (1) year or more prior to the current date:

a.  Determine if the check was canceled through the
Limited Payability process or if the check was
negotiated by accessing Treasury’s PACER System.

b. _Ifthe check was canceled through the Limited
Payability process, locate the account with credit/funds
and proceed to OTFM step-5.

1f the check is negotiated, proceed to OTFM step-3,

3

If the check was negotiated, and:

a. Itisone (1) year or less from the date the check was
issued, Treasury will provide:

a

s [ Farmatted: Bullets and Numberlng ]

[ Formatted: Bullets and Numbeting ]
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i. A copy of the negotiated check to the
requester/payee; and

it. The claim form to the OTFM to provide to the
requester/payee, Assist the requester/payee in
completing and filing the ¢laim form with
Treasury,

b. Ifitis more than one (1} year from the date of check
issuance, provide requestet/payee with a copy of the
negotiated check and upon request provide assistance
to the requester/payee in contacting the proper
investigatory officials.

4. Post funds received from Treasury for canceled checks to
the appropriate account.

5. After funds are received from 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 unknown 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 account 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 Procedure

BIA 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 OTEFM 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.

OTFM L.

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 retuyrned per

capita account where the funds will be beld 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 performance 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 carned 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. This section discusses the BIA’s and the OTFM’s respective roles in the
preparation and the approval of use and 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

Procedure.

25 CFR Part 87, 25 USC § 1401

Responsibility
BIA

OTEM

Procedure

1.

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.

Accept submitted use and distribution plans (or other
requirement) for the use of tribal trust funds. The submission
must include an attached tribal resolution.

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. Forward the plan to Congress for approval (if required)
after the BIA approves the plan (or other requirement); and

¢. Notify the tribe of the approval; and

d. Forward 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.

L.

Receive the approved use and distribution plan {or other
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fequirements) 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 of record (statement address), tax reporting address, and disbursement address that may
differ from the address of record 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 funds for the account holder as
they would no longer receive checks, account stateiments, 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 of record 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 Procedure
BIA and OTFM 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

tequester’s signature must be notarized or witnessed by a
DOI employee.

2. Receive an address for [IM 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 predetermined 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 QOfficer-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. Certified 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. Uunrestricted Account Holder or Power of Aftorney:
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 holdet/ payee
signature). If the account holder’s Power of Attomey is
requesting an address change, DOI employees must be
certain to request a copy of the Power of Attorney
document (see section 6-8),

€. Tribal Per Capita Roll: Address information 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
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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;
¢. The account number; and
d. At least two of the following;
i.  The account holder’s address;
1i. 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.

5. Forward all properly completed address updates to the
OTFM and the BIA as appropriate.

OTFM 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, if the BIA
receives a request from an account holder to update an
address and the BIA forwards the request to the OTFM, but
the signature is not notarized or witnessed, then the QTFM
will need to communicate 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 employces
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 appointed), the addressee for estate accounts is
the BIA Probate Specialist {not “in care of” the BIA). If the
BIA, upon approval of the Deputy Commissioner of Indian
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 correct administrative errors
in IIM accounts. If the error is discovered within fhe time limits described below and corrected
as outlined below, notification (Kennerly Process) to the account holder is not necessary. The
account holder must be notified of all other errors and corrective action must 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 ITM account be overdrawn to
correct an administrative error.

Cross Reference, 25 CFR §§ 115.600 ef seg.

Procedure.

Responsibility Procedure

BIA 1. Forward requests to the OTFM to reverse an administrative
error if the:
a. RBrror is discovered in the same month in which the error
occurred; and
b. Funds have not been disbursed; and
c. Statements have not been generated.

NOTE: Requests must include documentation showing the
original etror and the proposed correction.

2. Respond to the OTFM requests for any and all clarifications
and corrections within three (3) business days.

OTFM 1. Receive requests to process any administrative error
cotrections from the BIA or the OTFM,

2. Process the correction (reversal) if the:
a. Correction(s) are made in the same month that the ervor
occurred; and
b. Funds have not been disbursed; and
¢. Statements of perforiance have not been penerated.

NOTE: Corrections must account for the interest impact on the
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processing of the interest distribution

I 3. Request any and all clarifications and corrections from the <
BIA and the OTFM as necessary.

NOTE: An example of an administrative error cotrection
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 the
checks and cancel the direct deposit payments 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 administrative error is discovered in processing
the transaction,

Ce '-ngrrnatted'. Bullets and Numbering ]
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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 necessary to
establish an account. Generally adults bave 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 inferest in a life estate.

Accounts: Accounts are established for individuals who have an interest in income producing
trust 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 names. “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-1), the OTFM will not
be able to process disbursements, mail statements of performance, 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 commingled
into one lease account.

Voluntary Holds and Deposits: Individuals may leave funds on deposit in their [IM accounts
indefinitely (a voluntary hold), unless the account holder is non-Indian (life estate and forestry
accounts-fee interests). If an account holder wants to leave their funds on deposit in their ITM
account, 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 [IM 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 account 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 unknown,
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 whercabouts 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
leasc 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 Procedure
BIA and OTFM 1. Initiate the procedures to open an I[IM account when funds
are received and an [IM account does not exist. Only the
types of funds described in 25 CFR § 115.702 will be
accepted into the trust system.
BIA [.  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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gstablishment of an IIM account. Examples include but

are not limited to the following:

i. A copy of Probate Order.

ii. A copy of deed issued pursuant to land sale.

iii. 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.

iv. The first page and signature page of a lease/contract.

v. The trespass notice or a notice of non-performance
of the lease/contract terms.

*Account number (see Appendix E),

Tribal enrollment or membership certificate (ID).

Completed W-9 form for non-judgment accounts or for

judgment per capita accounts with funds left on deposit

in a voluntary 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 account
may be subject to backup withholding.

Addresses for:

1. Statements of performance (the address of record);

ii, IRS reporting (the address of record unless otherwise

instructed); and

iil. 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 funds, h.
For accounts that are to be supervised, the BIA must
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OTFM

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.

il.  Guardianship Order, if applicable (mandatory if the
account holder is non compos mentis),

iii, Address of record for receipt of statements of
performance and for tax reporting.

iv, Distribution plans for disbursements. See section 8-
1.

NOTE: An account will be established for a judgment or
tribal per capita payment if there has been a tribal
determination that the account is to be coded adult non
compos mentis or adulf 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.

1. Open an IIM account upon receipt of the required
documentation as outlined in BIA step-1 above.

NOTE: An example of instances where funds cannot be
disbursed is when there is no:

a.
b.

Account holder address;

Distribution instructions, or an inadequate distribution
plan; or

Birth certificate on file and the minor is turning “of age™
and would like unrestricted access to his or her funds.

2. Based upon the documentation received from the BIA;
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a. Place the appropriate minor account type coding and any
optional categories on the account;

b. Setup a name and address record;

c. Setup 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 court of competent jurisdiction. 1f an account 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, such 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 Procedure
BIA and OTFM I. Receive and review Powers of Attorney. Before a Power of

Aftorney 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.
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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 [IM 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 if the Power of
Attorney is in accordance with BIA and OTFM step-1
above. If the Office of the Solicitor determines 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,

OTFM 1. Receive the Solicitor’s Office approved Powers of Attorney

from the BIA, with the appropriate notations (see BIA step-
3 above).

2. Reccive 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
OTEM 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
Altorney;
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 unrestrieted 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
mstructions, 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 afler
being sent to cither the account holder or the Power of
Attorney,
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Background. This section discusses the type of [IM 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 estaie 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 forwarded
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 parties 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 under 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
contracted functions. For example, if a tribe has compacted or contracted the Realty program
and as a result has access to [IM 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 unrestricted account holder
requests that information be released for bankruptcy 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




INTERAGENCY PROCEDURES HANDBOOK: MANAGEMENT OF TRUST FUNDS DERIVED FROM
ASSETS AND RESOURCES ON TRUST AND RESTRICTED INDIAN LAND

FHAPTER 6  INDIVIDUAL INDIAN MONEY (IIM) ACCOUNTS-GENERAL PAGE 2 of 7
UBJECT RELEASE OF IIM ACCOUNT INFORMATION-PRIVACY ACT SECTION 6-2

EFFECTIVE DATE July §, 2002
REVISION DATE

BIA and OTFM WHO MAY HAVE ACCESS TO ACCOUNT

INFORMATION:

1. Account information 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);

¢.  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 inquiry 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
Torm 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 information 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
information 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 Trust Funds Accounting System
(TFAS) 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.

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
account holder;
b, The account holder’s name;
¢, The account number; and
d. Atleast two of the following:
i. The account holder’s address of record;
ii. The account holder’s date of birth;
ili. The account holder’s social security number,
iv. The account holder’s {ribal 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 forward 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. Ifthere is insufficient information on file to verify the
information 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 IIM account information
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-OST-OTFM (1-888-678-6836) 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 DOl 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 veritied, 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.

Third Party Requests:

In order to release account information 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,

¢. How often the information should be released; and

d. The specific time period for which the release is valid, if
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it is valid for less than one (1) year.

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 Reguests;

L.

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:

Valid driver’s license;

Government issued identification card; or

Photo identification card issued by the tribe.

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).

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.
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Background, The American Indian Trust Fund Management Reform Act of 1994 (Reform Act)
mandates that statements of performance be sent to each account holder on at least a quarterly
basis. Like private sector banks, the OTFM issues quarterly statements of performance on a
staggered basis throughout the year. As a result not all of the IM account holders are on the
same quarterly cycle. The quarterly statement of performance 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 statements of performance are not matled are
accounts that are in “whereabouts unknown™ status or awaiting address confirmation. For all
statements of performance produced, 2 copy is electronically stored and, upon request, a
statement can be retrieved and printed. Ensuring that all accounts have statements of
performance issued to a responsible party is the final and most effective internal conirol for an
organization. Each statement recipient should be reviewing the statements of performance to
ensure that receipts and disbursements are accurate. If statement recipients have questions
regarding transactions appearing on the quarterly statement, they may contact an OTFM office
by calling 1-888-OST-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 information may be obtained by contacting the BIA or the OTFM,
In addition to a quarterly statement, the OTFM mails notification that a direct deposit has been
disbursed from the IIM account per those instructions on file. Adults in need of assistance with
assigned guardians and adults non compos mentis may not receive the statement directly unless
autherized by the guardian, By regulation, a minor cannot receive a statement of performance
directly. Emancipated iinors must receive their statements 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 must receive the account holder’s statement of performance,
Additionally, if the:

1. Acecount holder is an adult in need of assistance and does not have an assigned
guardian. The OTFM will send the original statement of performance to the
account holder and a copy to the BIA Officer-in-Charge.

2. BIA hLas been appointed the guardian with the approval of the Deputy
Commissioner of Indian Affairs, The OTFM will send the original statcment of
performance to the BIA Officer-in-Charge.

3 Account is an estate account. The OTFM will send the original statement of
petformance to the personal representative of the estate, or if a personal

representative is not named, the original statement of perforinance will be sent to
the BIA. Probate Specialist.
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4. Account is a life estate remainderman account. The OTFM will send the original
statement of performance to the BIA Probate Specialist.

5, Account {s a special deposit account. The OTFM will send the original statement
of performance to the BIA Officer-in-Charge.

Cross Reference, 25 USC §§ 4001 et seq.

25 CFR Part 115
Procedure,
Responsibility Procedure
BIA 1. Review the quarterfy statements of performance received
from the OTEFM.

2. Provide the OTFM with the name and address of the trust
estate administrator, Ifthere is no trust estate administrator,
provide the name and address of the BIA Probate Specialist
to the OTFM,

3.__Provide the OTFM with the name and address of the BIA
Probate Specialist selected to receive statements of
performance for Life Estate “R” remainder accounts,

4, Request any and all transaction clarifications from the
OTFM.

5. Work with the OTFM to locate account holders whose
statements of performance are returned as “whereabouts
unknown,”

OTFM 1. Send a quarterly statement of performance to the address of

record for the:
a. Account holder and, where applicable, the Power of
Attorney. b, Custodial parent, the legal

{ Formatted: Bufiets and Numbering ]
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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
current custadial 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 must receive the quarterly statement
uttless the court has designated a third party to be
responsible for the account holder’s financial affairs,

NOTE: Tt is acceptable to use the address of record
provided by the tribe for per capita payments for
statement mailing purposes.

¢. 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 puardian,

d. BIA Probate Specialist for estate accounts where the
BIA has not provided trust estate administrator name
and address.

e. Trust estate administrator as provided by the BIA,
f. BIA Officer-in-Charge for special deposit accounis.
g. BIA Probate Specialist for all Life Estate “R" remainder

accounts,

NOTE: Statements of performance will not be sent “in care
of” the BIA.

2. Store all statemnents of performance produced in electronic
form.,

3. Respond to the BIA requests for any and all transaction
clarifications and corrections.

4. As statements of performance 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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and the tribes.
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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 Information Only” Form. In addition, this section discusses whether IIM 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 form 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 IIM account holder is a ward of the court, the court is responsible for ensuring that a tax
return is filed (and will receive the 1099) unless the court has named another party (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 OTEM will send tax information regarding IIM 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
of Indian 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 instructed by the IRS, the [IM account holder’s interest income may be subject to
backup withholding. Investinent income on judgment per capita funds becomes taxable once the
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IIM account holder reaches the age of majority unless the I[IM 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
25 USC §§ 1407, 501, 412, 412a, 117a, 117b

Procedure.
Responsibility Procedure
BIA 1. Receive copies of IRS Form(s) 1099-INT and/or 1099-

MISC and/or “For Information Only” Form (if an Osage
Annuitant} for those accounts referenced in Background
section 1 through 4 above.

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.

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.

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.

Forward the approved distribution plans and all deciding
official approvals to disburse funds to the OTEFM for the
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payment of tax preparation fees, filing fees and all taxes
due.

6. Respond to requests from the OTEFM for clarification of the
requests and corrections as necessary.

7. Provide the OTFM with the trust estate administrator’s
name and address. 1f there is no trust estate administrator,
provide the local BIA Probate Specialist’s name and
address.

8. Place a copy of IRS Form(s) 1099-INT and/or 1099-MISC
and/or “For Information Only” Form (if an Osage
Annuitant) in the probate file.

OTFM- 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 docurnentation necessary for clarification and
corrections from the BIA, '

3. Report annually to the IRS and the IIM account holder the
following information on IRS Form(s) 1099-INT and/or
1099-MISC and/or“‘For Information Only” Form (if an
Osage Annuttant):

Name;

Address;

Tax identification number;

Taxable interest earned;

Related earnings information; and

Back up withholding if applicable.

Mo ae TR

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 current 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 [RS forms unless the Court has
designated a third party as the person/entity in charge of
the account holder’s financial affairs;

¢. BIA Officer-in-Charge (copy only) for supervised
accounts where the account holder does not have a
guardian ; or

d. Trust estate adminisirator or BIA Probate Specialist,

NOTE: Itis 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 of record; 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 information is reported to the IRS for
“whereabouts unknown” IIM account holders. IRS Form(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 forms 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 (1} year of the date the check is issued, the check will be canceled by the U.S.
Department of the Treasury through the IPAC process and the funds will be returned to the
OTFM and posted into the TIM 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 damaged. 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 canceled 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 payment over cancellation. 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 TIM
account. When an account holder cashes the original check as well as the replacement check,
posting both disbursements to the IIM account may result in an overdraft. Overdrawn accounts
reduce the earning power of the IIM investment 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 found and will return the first check to the closest OTFM office. It is important
to note that canceling a chieck will not prevent it from being cashed: Private sector banks have
no way of knowing whether a Treasury check has been canceled.

Cross Reference. 25 CFR § 115,101

Procedure.
Responsibility Procedure
BIA 1. Receive requests for cancellation and/or re-issnance of

checks,
2. Refer requests to OTEM.
3. -Report suspected fraud, corruption, and abuse activities to

the OTFM Regional Financial Trust Services Officer
(FTSO) with supporting documentation.

OTFM 1. Receive a request to replace a check that was lost, stolen or
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damaged within one (1} year of the date the check was
issued. Obtain a written statement from the payee that the
first check will not be cashed, but returmed to the OTFM if
found. Requests must be notarized or witnessed by a DOIL
employee, If the request is made in person, confirm 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 (1)
year from 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 damaged check. Documentation collected in
OTFM step-1 above should provide the support for the
request,

4. Process SF-1184s by accessing Treasury’s online check
cancellation system.

5. Post canceled check funds from:

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 information
is not provided by Treasury on the IPAC), 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;

1. A voluntary hold account where the money will
remain until there is a request from the account
holder for a withdrawal; or

iii. A restricted or estate account where the money will
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remain until disbursement instructions are received
pursuant to a disbursement plan, probate order, etc.
b._The Treasury to the IIM account for lost, stolen, or « -~ - Formatted: Bullets and Numberlng |
damaged checks and fax or email a notice of deposit to
the originating office to alert them to the deposit. Funds
will be deposited to:

1. Anunrestricted flow-through account where a new
check will be sent automatically after the funds
have been credited to the account,

ii. A voluntary hold account where the money will
remain 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 disbursement request and
the documentation in the file should be used; or

iii, A restricted or estate account where the money will
remain until disbursenient instructions are received.

Notify the BIA that the canceled check funds have
been posted to the account, The BIA may also
monitor the account activity on-line through TFAS,
Disbursement instructions may be a renewal of the
original disbursement request, and the
documentation in the file should be used.

6. _In the event a check has been cashed and the: < - - { Formatted: Bullets and Numgering )
a, Check date is within one year of the date of the request
to cancel, then Treasury will provide a copy of the
check and a claim form 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 Treasury 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.
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Background. This section discusses how an account holder may withdraw funds in his or her
unrestricted 1M 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 otherwise 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 of receiving disbursements; and 2) Itis a
more secure means of disbursing funds to the account holder. A notice of direct deposit will be
mailed to the statement address of record each time a direct deposit disbursement occurs,

Cross Reference. 25 CFR §§ 115.101, 115.701

Procedure.
Responsibility Procedure
BIA 1. Receive requests to:

a. Place an account on voluntary hold status;

b,  Withdraw funds from an unrestricted account; or

¢. 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
identiftcation (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). If the 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 format or you may use Form OTFM 01-005.
Forward all requests to the OTFM.

2. Work with the OTFM to locate account holders who_se
disbursements are returned as whereabouts unknown.

OTFM 1. Receive requests as outlined above and in accordance with
BIA step-1 above.

2. Process all properly documented and authorized requests,
For voluntary hold accounts with recurring 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, TFAS will
not process the automatic disbursement. 1f 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 corrections from the
account holder,

4, When disbursements are returned as whereabouts unknown,
take reasonable action to locate the individual by utilizing

clectronic search tools and working with the BIA and the
tribes.
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Background. This section describes what information is necessary to correct administrative
errors during the various phases of the probate process. All corrections must 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 ef seq.; 15.107-15.108, 15.201-15.206
ITM Desk Operating Procedures (DOP), Section X; Transfer of Punds

Procedure.
Responsibility Procedure
BIA 1. If an administrative error is discovered in an estate account,

and:

a. The probate package has not been forwarded fo the
deciding official, the BIA should correct the error and
make 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 memo to the deciding
official to supplement the probate package and obtain the
deciding official’s approval to malke the correction,
Onee the BIA has received the deciding official’s
approval, notification of the approval with all
documentation outlining the original error and the
correction made, including applicable interest
caleulations, should be provided to the OTEFM, or

c. The deciding official has issued an order, but the
distribution has not taken place, then the BIA nst
advise the deciding official of the administrative error
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and make an official request to the deciding official to
make a modification to the order to allow for the
correction of the administrative error. The corrected
order along with all documentation outlining the original
error and all of the documentation illustrating the

cotrection made to the account should be provided to the
OTFM.

2. Ifthe error is in a non-Indian life estate account and the .-

funds have not been disbursed to the estate administrator,
then a memo explaining this fact along with documentation
that outlines the original etror and the correcticn should be
provided to the OTFM. Request that the OTFM calculate

the applicable interest and credit it to the appropriate
account,

OTFM 1. Receive requests from the BIA to process corrections 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 made o the account until the identified
missing documents are submitted,

2. Correct the adminisirative error and transfer the funds
(including applicable interest) to the appropriate account
upon receipt of a propetly documented request,

3. Contact the BIA Officer-in-Charge if an administrative
error is discovered while processing the transaction.
Determine the appropriate next steps, including notifying
the appropriate parties,

i [ Formatted; Bullets and Numbering j
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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 to 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 IIM account will be established until a current
address for the heir is located. Once an [IM estate account has been closed, the OTFM will not
re-open the account due to a determination that the ownership data is not current or correct.
However, if the 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” (AKKA) names can be added to the account 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
incoime (such as Social Security income) in an estate account, The BIA Officer-in-Charge must
analyze the other agency income in the IIM account and consult with the solicitor’s office for
instructions on disposition of the funds when an IIM account holder is deceased and other

agency income is on deposit in the [IM account. Any agency funds received after the death of
the account holder must be returned to that agency.

Cross Reference. 25 CER §§ 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 Procedure
BIA 1. 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 forms, journal
vouchers, and disbursement instructions, all of the documents

DRAFT 7/7/04
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must be approved by the BIA Officer-in-Charge. Estate
distributions by allotment must include deposit dates as
outlined in IIM 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 of the 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 the 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.

OTEFM 1. Receive a copy of the probate order with all distribution
instructions.

2. Distribute the estate through the:
a. Payment of claims as follows:

i. 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,
then 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 the 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
journal voucher. The journal voucher must be prepared in
accordance with IIM 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 may be disbursed
from a decedent’s JIM account prior to completion of the probate process. This section also
identifies the purpdses for which disbursement of funds from a decedent’s IIM 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 disbursement from an IIM estate account except if
ordered by an Administrative Law Judge.

Cross Reference. 25 CFR §§ 15.101, 15.106; 115.503
43 CFR §§ 4.251,4.270

Procedure.
Responsibility Procedure
BIA 1. Accept written requests for emergency assistance from the

person responsible for making the funeral arrangements,
The maximum amount available for emergency assistance is
$1,000.00 if the ITM account balance is greater than
$2,500.00 at the date of death. Requests for emergency
assistance must include an original itemized estimate of the
costs of the service to be rendered and must identify the
service provider. Ifthe 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 arrangements. 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 Officer-in-Charge and the itemized estimate of
expenses to the OTFM. Requests must include the mailing
address for the service provider, Payments will be made
directly to the service provider, '

4. Prepare or receive petitions to withdraw funds for those
expenses incurred other than the funeral arrangement
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OTFM

expenses or claitns against the estate. Such petitions may
include but are not limited to;
a. Child support;

b. Spousal suppost;

¢. Tax preparation fees and filing fees;

d. Tax payments due;

e. Expenses necessary to preserve the eslate as determined

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.

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,

6. _Forward the order granting the petition to the OTFM for S

processing and payment.

. Receive the request from the BIA Officer-in-Charge for

emergency assistance or the order from the OHA deciding
official to disburse funds prior to the completion of the final
probate order.

Review the request or the order for compliance with BIA
steps-1, 4 and 5 above,

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 propetly approved or requisite documentation is
missing. An explanation of deficiencies must be included.
Questions regarding the request or order should be directed
to your supervisor.

Process the order or request and disburse payment to the
service providers or persons/entities as ordered by the OHA

[Formatted: Bullets and Numbering J
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deciding official.
5.
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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 remainderman 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, if the remaindermen are known, their accounts will be coded A, U, N ot X to reflect
their direct interest in the estate.

Cross Reference. 25 CFR §§ 115.504, 115.700-115.702

Appendix E-Procedures for Assigning Individual Indian Money Account
Numbers and ID Numbers

Procedure.
Responsibility Procedure
BIA 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 - Remainderman who is unknown.
3. Receive and forward 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 resulfing from review in
BIA step-4 above to the OTFM. All corrections 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
appropriate deciding official for [ndian 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. Forward all requests to the OTFM to disburse funds in non-
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 corrections from
the OTFM within three (3) business days.
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OTFM 1.

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.

Receive interface from any DOT 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-1 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.

. 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,

Receive notifications of death and code the account
appropriately (see section 7-1).

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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Background. This section discusses how an [IM 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 statemenis to the IIM account holder can be
suspended pending probate and/or approval of a petition for emergency assistance. The BIA

Officer-in-Charge may not authorize a disbursement from an IIM account to pay for a certified
capy of the death certificate.

Cross Reference. 25 CFR §§ 115.500 ef seq.; 15.101 ef seq.

Procedure.

Responsibility’ Procedure

BIA 1. Receive unofficial notification of death through a:
Copy of an obituary;

. Verbal notification;

Written notification;

Copy of a certified judgment per capita roll; or
Piece of returned mail stamped deceased by the U.S.
Postal Service,

pap TP

2. Receive official notification of death through a: e -&ormatted: Bullets and Numbaring ]
a, Certified copy of the death certificate; or
b. Copy of the tribal or individual affidavit and the
obituary; or
¢. Copy of the tribal or individual affidavit and a copy of
either church or court death records (see 25 CFR §
15.101).

3, Forward the unofficial or the official notification of deathito «-- - "[ﬂjmattam Bullets and Numbeting ]
the OTFM so that the IIM 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.
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| 4, _Provide the OTFM with the name and address of the BIA  ~«
Probate Specialist assigned to the case where there is o
trust estate administrator named. If a trust estate
administrator is named, provide the OTFM with the name
and address for statement of performance and tax reporting
purposes. :

OTFM 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 OTEM 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 naine and the address of record
and note the appropriate BIA Probate Specialist or trust
estate administrator name and address.

L [ Formatted: Bullets and Numbering ]
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Background, This secticn 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 IIM account holder can be
suspended pending probate and/or approval of a petition for emergency assistance. The BIA

Officer-in-Charge may not authorize a disbursement from an IIM account to pay for a certified
copy of the death certificate.

Cross Reference. 25 CFR §§ 115.500 ef seq.; 15,101 et seq.

Procedure.
Respongibility Procedure
BIA 1. Receive unofficial notification of death through a:

a. Copy of an obituary;

. Verbal notification;

Written notification;

. Copy of a certified judgment per capita roll; or
Piece of returned mail stamped deceased by the U.S.
Postal Service,

o oo o

2. 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).

3. Forward the unofficial or the official notification of death to + - -

the OTEM so that the TIM account may be placed in an
cstale 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.

ne [ Formatted: Bullets and Numbering ]
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| 4. 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 statement of performance and tax reporting
purposes.

OTFM 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 retumed mail stamped deceased
by the 1.8, 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 nofe the appropriate BIA Probate Specialist or trust
estate administrator name and address.

{ Formatted; Bulets and Numberingj
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Backgiound, 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 information that must be included in a distribution plan, and the OTFM’s responsibility to
disburse funds in accordance with a distribution plan that has been approved by a BIA Officer-
in-Charge. No funds frém an 1TM account that is supervised will be disbursed without an
approved distribution plan. This section applies to all supervised accounts (minors, emancipated
minors, and adults). Accounts for minors and emancipated minors are supetvised until the age of
18 years. The account may be supervised beyond the age of 18 years if the person is determined
to be an adult in need of supervision or determined to be non compos mentis by a court of
competent 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 emancipated minors and
supervised adults. Distribution plans cannot exceed twelve (12) months and the disbursements
must be in the best interest of the account holder. The account holder name on the distribution
plan must be materially the same as the account holder name on TFAS, Re-occurring
disbursements will be accomplished through ticklers in TFAS. TFAS can disburse funds in any
amount, and at any time intervals, autormatically 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 payments to continue unintercupted, a new distribution plan must
be received prior to the expiration of an existing distribution plan. The withdrawal of any funds
from a supervised IIM account for private investment will be considered on a case by case basis,

The BIA or a fribally contracted or compacted social service program may not be a signatory on
an IIM account holder’s private sector bank account, Disbursemnents by direct deposit/EFT may
be made to a private sector bank account for personal needs and incidentals of an ITM account
holder only if both the guardian and the [IM account holder are Iisted in the account name {in
accordance with applicable state law) or where the IIM account holder is the only name 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
25USC § 1403

Procedure.

Responsibility Procedure
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BIA 1. Develop a distributiou plan based on the information
compiled during the evaluation process (see Appendix F).

2. PForward approved distribution plans to OTFM. The
distribution plan must include:
a. A copy of any custodial orders or guardianship orders
from a court of competent 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 compacted social
service progrant” then the BIA social service or the
tribally contracted or compacted social service program
does not have guardianship of the property, including the
[IM account, In this instance the BIA or the tribally
contracted or compacted social setvice program will need
to work with the court to develop the evaluation and the
distribution plan pursuant to 25 CFR § 115,400 &f seq,

b. A list of the amounts, the purposes, and the dates for
which disbursements will be made;

¢, The names of the person to whom disbursements may be «- -

made, as applicable, the:
i, Custodial parent;
ii. Legal guardian;
iii. Person who is recognized by the BIA as having
confrol and custody of the minor;
iv. Emancipated minor; and/or
v. Any third parties and the addresses of the third
parties to whom the direct payment will be made for
goods and services provided to the account holder
and supported by an invoice or bill of sale where
applicable.
d._ The date the distribution plan was approved and the N
expiration date of the distribution plan; and
.. The date of approval and the signature of the BIA official
approving the distribution plan with a certification that

[ Formatted: Bullets and Numbering ]
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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 minor as payee,
except for an emancipated minor and then only pursuant
to a distribution plan,

b. Payments cannot be macde directly to an adult non
COMmpos nentis.

¢. No BIA employee, tribally contracted or compacted trust
employee, BIA social services or tribally contracted or
compacted social services program may be named payee
for IIM funds of an account holder,

d. No checks may be sent "care of" the Supetintendent or
social services without the prior written approval of the
Deputy Conunissioner of Tndian 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)
month plan, a copy of every bill must be submitted to the
OTFM in order for the amount due to be disbursed.
Forward utility bills upon receipt to OTFM and note the
account holder name and account number on the utility
bill.

3. Submit the distribution plan and copies of all invoices to the
OTFM to support disbursemenis from the account. It is not
necessary to also submit a one-time disbursement or
programmed authorization form.

4, Modify the distribution plan as needed based upon receipt of
additional information or in an emergency situation. All
modifications must be approved by the BIA Officer-in-
Chavge and forwarded to the OTFM for paymeut,
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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 IIM account.
OTFM 1. Receive the approved distribution plans from the BIA and

review the plan for compliance with tbe requirements in BIA
step-2 above.

2. Retumn 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 compliance
with the requirements in BIA step-2 above.

3. Establish disbursement ticklers for the properly completed
" and approved distribution plans in accordance with the terms
of the distribution plans. Use the expiration date contained in
the distribution plan as the stop date for the disbursement
ticklers unless an carlier stop date is indicated in the
distribution plan.

4, Notify the BIA social services or the tribally contracted or
compacted social service program recommending official in
writing within one (1) business day when a scheduled
disbursement tickler does not process due to lack of funds,

5. Modify the scheduled disbursement tickler on an as needed
hasis 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, However,
modification 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 (ron 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 funds, then requests for access to those funds 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 Procedure
BIA 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

¢. Pursuant to a use and distribution plan or tribal
resolution, properlty approved by the governing body of
the tribe, the Secretary, and Congress.

3. Refer the requester Lo the tribe to initiate the approval of the
request if the request is not pursuant to a use and
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distribution plan or tribal resolution approved by the
governing body of the iribe 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.

OTFM 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 of receipt. For
the recurring payments or any future one-time payments use
the disbursement ticklers. For one-time payments that are
to be immediately 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 [IM 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 JIM account, the judgment funds may not be
commingled in a lease account. Interest earned on judgment fund monies may be subject to
taxation after the account holder has reached the age of majority,

Cross Reference. 25 CER §§ 115.428-115.431
25 USC 8§ 1401 et seq.

Procedure.
Responsibility Procedure
BIA 1. Review the minor’s account file and conduct any

agsessment 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 8-1 and 10-1). 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 account 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 (ron 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.

OTFM 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 courl declaring that the minor is no
longer a ward of the court, if applicable.

NOTE: A birth certificate 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. Certain funds
cannot be disbursed from an account coded “whereabouts
unknown” or “awaiting address confirmation.” 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. Generally all adult ITM accounts are nnrestricted, There are three types of
restricted TIM accounts: 1) Supervised Accounts, 2) Encumbered Accounts, and 3) Whereabouts
Unknown Accounts. Whereabouts Unknown Accounts are discussed in section 11-2.

Supervised Accounts may occur when: 1) There is an order from a court of competent
jurisdiction finding that an adult account holder is non compos mentis or in need of assistance; 2)
There has been an administrative defermination by the BIA, based on an assessment 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 determination by another federal agency that an
account holder must have a representative payee. The BIA may 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 example, 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”
must work with the home agency (Region “B”) to ensure that the IIM transactions are in
accordance with the tribal resolutions and other requirements. Account holders who live outside
of the region/agency service area must still be serviced by the region/agency closest in
geographic proximity to the account holder’s residence. If it appears that an account holder
should be supervised, but due to service area or contracting or compacting concerns there is

reluctance to supervise the account, the case should be referred to the solicitor’s office for
advice, ‘

Encumbered Accounts may oceur when there is a(n): 1) Delinquent claim of indebtedness to the
United States or to any of its agencies or to the account holder’s tribe; 2) Money judgment by a
CFER or a tribal court; 3) Contractual agreement pre-approved by the Secretary (e.g., an
assignment of I[IM income 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 error,
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 amount
encumbered will be available to the account holder. At any peint during the process of
restricting the account (Kennerly process), the account holder may approve the disbursement of
the amount sought to be encumbered. Delinquent irrigation operations and maintenance charges
will not be paid from IIM accounts on an involuntary basis. The DOI will not recognize any

assignment (including as security or collateral) of a supervised account holder’s income by his or
her parent or guardian,
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The following are applicable to Adult Supervised and Encumbered Accounts;

1. Notification: Notification nst be provided to the account holder prior to the
placement of a restriction on an IIM account or the involuntary disbursement 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 must be developed and all payments must be made in accordance
with the distribution plan.

Cross Reference. 25 CFR §§ 115.102-115.104, 115.107, 115.400, 115.600-115.620

Memo from the Deputy Comimissioner of Indian Affairs, Child Support
Awards and Encumbering IIM Accounts, November 9, 2001

Procedure.
Responsibility Procedure
BIA 1.

Receive requests to restrict an IIM account. The requests

must include the following documentation for each type of
restriction:

a. Supervised Account:

i, A Court Order from a court of competent
jurisdiction finding that an adult account holder is
non compos mentis or in need of assistance; or

ii. A Recommendation by a licensed medical
professional or licensed mental 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. Encumbered Account: :

i, A delinquent ¢laim to the United States or o any of

its agencies or to the account holder’s tribe;
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2

ii. A money judgment by a CFR or a fribal court;

iii. Any contractual agreement pre-approved by the
Secretary (e.g., an assignment of IIM income as
security or collateral in the event of default);

iv. An order from a court of competent jurisdiction
awarding on-going child support (this will only be
recoghized as a source of last resort; back child
support awards will not be honored); or

v, Written evidence of an administrative error.

... Officer-in-Charge decides whether or not to place the

restriction:

a. Supervised Account: The decision must include a
narrative justification detailing the decision to supervise
the account.

b. Eacumbered Account: The decision must include an
evaluation of the basic needs of the account holder and
adequacy of future income to pay the debt. Ifthe
decision is to deny the request for restriction, advise the
claimant of the decision.

3. Notify the account holder of the proposed restriction of the

IIM account in accordance with section 13-1 (Kennerly
process) once the restriction is approved,

4. _Forward all documents listed in BIA step-1 above with a

3

copy of the Kennerly letter and proof of mailing, service, or
publication (see section 13-1) to the OTFM for a restriction
to be placed on an IIM account.

..Prepare 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 11-1). The payment of claims
in the distribution plan must be prioritized as follows:

An order from a court of competent jurisdiction awarding on-

going child support (this will only be recognized as a

AR "LFormatted: Bullets and Numbering_j
e '[Furmatted: Bullets and Numbering }
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OTFM

source of last resort; back child support awards wili not
be honored); and

a. Claims presented first in time or as specified in the
applicable regulations (irrigation operations and
maintenance are excluded). See background above.

NOTE: Where there is more than one encumbrance in one
of the preceding categories, the encumbrance will be paid in
the order received (i.c., first in time). 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 must accompany the plan.
Further, all payments in the plan must be itemized by
principal and interest and the final payment towards the loan
must be so noted.

. Place the appropriate restriction (supervision or

encurnbrance) on the ITM account upon receipt of the proper
documentation (see BIA step-4 above). Once proper
documentation is received from the BIA, a restriction may
be placed on the account five (5) days after the date the
notice was mailed, 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 ef seq.

. Upon receipt of the distribution plan approved by the BIA

Cfficer-in-Charge make the payment in accordance with the
distribution plan if the account balance is greater than or
equal to the amount of the distribution request (see chapter
8-1 for supervised account distribution plans and chapter 11-
1 for encumbered 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 ofa
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 aduft
supervised account may be removed (e.g., an involuntary restriction).

Cross Reference, 25 CFR §§ 115.102-115,104, 115.600-115.620

Procedure,
Responsibility Procedure
BIA 1. Remove a resuriction under the following circumstances for:

a, Supervised Accounts:

i.  Recommendation by a mental health professional
or a licensed medical professional stating that an
adult account holder is no lenger in need of
assistance;

1.  Court order vacating prior order involving
competency,

iil, A notice from 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. Encumbered Accounts;

i, Ifitis decided during the hearing process
(Kennerly process) that funds in the IIM account
will not be used to satisfy the debt or obligation;

ii. Upon safistaction 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 documentation.

\ 2. Forward the decision to remove a restriction from an « -+ - - Formatted: Bullets and Numbering
account to the OTFM for processing,

| 3. Nolify the IIM account holder and the Power of Attorney, if = - - - { Formatted: Bullets and Numbering
applicable, of the removal of the restriction within three (3)
business days.
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OTFM 1. Remove the restriction upon receipt of the decision
approved by the BIA Officer-in-Charge and accompanied
by all supporting documentation. The supporting
documentation must substantiate one of the reasons for the
removal of the restriction as outlined in BIA step-1 above,
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Background. This section discusses when a disbursement to a third party may be made from an
account coded as a “whereabouts unknown.”

Cross Reference. 25 CFR §§ 115,104, 115.600-115.620

Procedure.

Responsibility Procedure

BIA 1. Receive requests to restrict (encumber) an [IM account.

The requests must include the following documentation:

a4, 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 assignment of IIM income as
security or collateral);

d.  An order from a court of competent jurisdiction
awarding on-going child support (this wilt only be
recognized as a source of last resort-back child support
awards will not be honored); or

e. Wriften evidence of an administrative error.

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 (Kennerly 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. Prepate and approve distribution plan in accordance with
section 11-1.

| OTFM 0. Disburse funds pursuant to a BIA approved distribution plan -

from an account coded as a“whereabouts unknown™ if:

: [ Formatted: Bullets and Numbering ]
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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 payments began
(i.e., distribution plan put in place) before the account
holder became a “whereabouts unknown,”




INTERAGENCY PROCEDURES HANDBOOK: MANAGEMENT OF TRUST FUNDS DERIVED FROM
ASSETS AND RESOURCES ON TRUST AND RESTRICTED INDIAN LAND

CHAPTER 11 ENCUMBERED ACCOUNTS PAGE 1of3
SUBJECT DISTRIBUTION PLANS SECTION 11-1

EFFECTIVE DATE  July 8, 2002
REVISION DATE

Background, This section discusses what information will be considered in the development 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 from an encumbered account without a distribution plan that is approved by the BIA
Officer-in-Charge. Re-occurring disbursements will be accomplished through ticklers
established in TFAS. 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 disbursement, The tickler
payments will not be allowed to continue beyond the expiration date of the distribution plan, In
order for payments to continue after the expiration of the distribution plan, a new distribution
plan must be received by the OTFM. This section applies to all encumbered accounts.

Cross Reference. 25 CFR §§ 115.104, 115.600-115.620

Procedure,
Responsibility Procedure
BIA 1. Consider the following information in the development of

distribution plan:

a. The IIM account balance;

b. The anticipated future trust income of the account
holder;

¢. The basic needs of the account holder; and

d. Any existing encumbrances on the account. The
payment of encumbrances must be prioritized as
follows:

i.  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); and

il. Claims presented first in time or as specified in the
applicable regulations (irrigation operations and
maintenance are excluded).

NOTE: Where there is more than one encumbrance in one
of the preceding categories, the encumbrance will be paid in
the order received (i.e., first in time).

2. _Prepare the distribution plan. For every encurnbrance, the +- -~

following payment information must include the:
a. Purpose of the payment;

{ Formatted: Bullets and Numbering |
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Amount(s) to be paid to payee;

Dates payment(s) are due to payee;,

Date of the final payment;

Name(s) and address{es) of payee(s);

ITM account number(s) from which payments will be

made;

g. Date and signature of the BIA Officer-in-Charge
approving the plan; and

h. Type of payment (EFT or check),

he o o

NOTE: Payments may be made over the course of one (1)
or more years if the amount owed to the third party is
greater than the account balance at the time the
encimbrance is approved. When developing a distribution
plan, the basic needs of the account holder and any existing
encumbrances 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 must accompany the plan.
Further, all payments in the plan must be itemized by
principal and income and the final payment towards the
loan must be so noted.

| 3. _Forward the BIA approved distribution plans to the QTFM. ~-- - ( Formatted: Bullets and Numbering )

| 4, _Respond to the OTFM request for any and all clarifications « - - - -{ Formatted: Bullets and Nmbering ]
and corrections within three (3) business days of receipt of
the request.

| 5. __Modify distribution plans as the circumstances of the <~ - - { Formatted: Bullets and Numbering |
account holder change. Plans must be reviewed and revised
on an annual basis. All modifications of the distribution

plans must be approved hy and signed by the BIA Officer-
in-Charge.

-

OTFM 1. Receive the approved distribution plans from the BIA and

seview the plan for compliance with the requirements in
BIA step-2 above,
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Return the distribution plan it is not in compliance with
the requirements in BIA step-2 above to the submitting
office with an explanation of the deficiencies within three
(3) business days of receipt of the plan.

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.

Notify the BIA by email or memorandum within one (1)
business day when a scheduled disbursement tickler does
not process due to lack of funds in the account.

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-irust
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. Eventually 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 1aws.

Furthermore, the maintenance of updated distribution/title records that adequately document who
is entitled to trust funds derived from trust asset transactions is essential to ensuring sound trust

fund financial management. Once this is accomplished, the need to deposit trust funds to special
deposit accounts will be reduced dramatically.

The BIA and the OTFM currently are cooperating in a special deposit cleanup project under the
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 (Ficld 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 immediately be
immedi ately be credited to the rightful account hol ders, and

2, May be used ONLY as an exception to the mandate (noted above) for immediate
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 must 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-Trust
Funds, June 1, 2001; also 42 BIAM Supplement 3.)

2. Trust funds must be distributed immediately and directly to the appropriate
Individual Indian Money (IIM) accounts or tribal trust 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 the special

deposit account, interest carned 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. [f 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 nust be deposited into the BIA’s Federal Financial System (FFS) in accordance
with Procedures for Handling Certain Non-Trust Funds, June 1, 2001.

BIA offices will be accountable for managing, monitoring and reporting on the distribution of all
funds 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, affter which time this chapter
will be revised. In the interim, BIA Regional, 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 1, 2001
[IM Desk Operating Procedures (DOP), Section X: Transfer of Funds
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Background. This section discusses the notification process cormmonly referred to as the
Kennerly Process: 1} 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 restriction may
be placed on an ITM account; 5) How the account holder may request a hearing; 6) How an
account holdér may appeal a decision resulting from a hearing; and 7} What happens to a claim
against an accobnt 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 (encumbered or supervised). These rights
include the right of the account holder: 1} 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; and 5) To be represented by an attorney at the account holder’s expense.

An account holder may also waive the right to a hearing and allow his or her [IM 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 programs, and third parties must forward appropriate
documentation (e.g., loan documents) 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 means notification of a'restriction must be sent in gvery
case. The restriction will remain on the ITM account until a final decision has been rendered, If
for any reason the time frame requirements for giving notice, holding hearings, and rendering

final decisions are not met, then the restriction must 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 Procedure
BlA 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 limited circumstances {see section
6-8).

3. Provide written notice by:
a. Certified mail or personal delivery. Notice must
contain:

i.  The name on the IIM account;

ii,  The reason for the restriction;

ili. The amount to be encumbered, if applicable;

iv. A statement that the 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;

v. An explanation that the parties notified have forty
(40) days from the date the notice was sent via
United States certified mail to request a hearing
challenging BIA's decision to restrict the TIM
accous;

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;

viil. A copy of the fair hearing guidelines (see 25 CFR
§§ 115.600 et seq.);

ix. A statement that the parlies notified may contact
the BIA to authorize immediate payment from the
IIM account to pay the claim, if applicable;

x. The address and phone number of the BIA office
that made the decision to restrict the TIM account
and provided the notice; and

xi. Other information as may be determined
appropriate by the BIA.

NQTE: If the certified mail or personal delivery is
unsuccessful (.e., returned mail 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 implemented.
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b, Provide public notice. Notice must contain: « - -+ { Formatted: Bulets and Numberng )

1. The name on the account;

ii. The date of the first publication of the public
notice;

ili. A statement that the BIA has decided to place a
restriction on the [IM account;

iv. A statement that the public naotice will be published
once a week for four (4) consecutive weeks;

v. A statement that the B1A will place a restriction on
the [TM 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 IIM 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 information and instructions on
how to request a hearing,

NOTE: If the request for an encumbrance is based on a
BIA or an OTFM administrative error, the office that made
the error will be responsible for the publication costs, where

applicable.

4. Review all requests for a hearing received from parties = -~ { Formatted: Bullets and Numbering
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
¢. Hand delivered to the BIA office listed in the notice or
postmarked 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,

I 2....Conduct a hearing within ten {10} business days of receipt
of a written request for a hearing,

l G, _Render a final decision within ten (10) business days of the
hearing and notify the parties involved with a final written
decision which inctudes;

a.

b.

BIA's decision to remove or retain the resiriction on the

IIM account;

A detailed justification for the supervision or

encumbrance of the IIM account, where applicable;

If an encumbrance is placed on the account the:

i.  Amount(s) to be paid;

ii. Name and address of a third party to whom
payment will be made; and

iii. Time period for repayment established under 25
CFR § 115.617 (a), where applicable.

Any provisions to allow foy distributions to the account

holder because of an undue financial hardship (to meet

the account holder’s needs) created by the encumbrance,

if applicable; and

Any other information the hearing officer deems

necessary.

| 7. Accept appeals from parties notified in accordance with 25
CER Part 2,

| 8. Prepare distribution plans in accordance with sections 8-1
and 11-1 as applicable, if the:

a.

b.

Parties notified of the claim against the account contact
the BIA to authorize immediate payment from the IIM
account to pay the claim; or

Appeals are exhausted and the final decisions have been
rendered; or

Time allowance for requesting appeals has expired.
9. _Notify the OTFM if a final decision is granted to remove
the restriction in accordance with section 10-2,

+ -

«

PR

4

v [ Formatted: Bullets and Numbering ]

e [ Formatted: Bullets and Numbering ]

o [ Formatted: Bullets and Numbering J

[ Formatted: Bullets and Numberlngj

T [ Formatted: Bullets and Numbering ]
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Background. 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 documentation 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 Government 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 of records]).

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 ate 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 destruction
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 permanent records requires the prior
approval of the Archivist of the United States.
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Records must 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).

1. 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 systemns 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 must be destroyed or deleted, and when permanent 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 mandatory.

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 encommpass the creation, maintenance and use, and disposition of records,
regardless of media and includes issuing up-to-date program direetives, properly iraining those
individuals responsible for implementation, and evaluating the resulis 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 use, 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
43 CFR Part 2, Subpart B, Subpart D
Memorandum of Understanding, Dated: June 1998, between the Special
Trustee for American Indians and the Deputy Commissioner of Indian
Affairs and Assistant Secretary-Indian Affairs.

Procedure,
Responsibility Procedure
BIA and OST 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 of Information 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 port1011 ofa record) may not be
disclosed due to one of the following exemptions:

Properly classified as secret in the interest of national defense or foreign policy;

Related solely to internal personnel rules and practices;

Specifically made confidential by other statutes;

Concerning trade secrets and commercial or financial information 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;

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 of records. Charges are based on the requester category (i.e., commercial use,
educational and noncomumnercial 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,
Albuquergue, New Mexico 87110

505-816-1600, 505-816-1612 (FAX)

Cross Reference. Freedom of Information Act (FOIA) and Electronic Freedom of Information
Act (B-FOIA), 5 U.S.C. § 552

43 CFR, Part 2, Subpart B, Subpart D), Subpart E
DOI FOIA Handbook

Procedure.

Responsibility Procedure
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BIA and OST 1. Receivé written requests for the release of records.

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 of records
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 DOIT 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
through an JIM 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

American Indian Trust Fund Management Reform Act of 1994, Pub. L. 103-
412,25 USC §§ 161(a) and 162(a)
25 USC §§ 4001 ef seq.

IIM Desk Operating Procedures (DOP), Section X: Transfer of Funds

Procedure.
Responsibility Procedure
BIA 1. Allocate payments received for deposit to the appropriate

ITM accounts and tribal trust accounts through the DOI’s
automated trust asset management system interface to TFAS
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.

NQTE: Follow the existing interface notification
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procedures.
2. Respond to the OTFM requests for any and all clarifications
and corrections.
OTFM 1. Receive antomated trust asset management system

interfaces to TFAS or pest 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 instructions on file for the appropriate 1IM
account or tribal trust account as reflected through the
setup of the disbursement ticklers on TFAS; or

b. New instiuctions received.
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Background. This section discusses how trust funds from an Indian land sale, right of ways and
similar transactions are processed. All trust funds must be distributed through an 1IM 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 TFAS
pursuant to established policy guidelines.

Cross Reference. 25 CFR Part 151 and Part 169
25 CFR § 115.702
American Indian Trust Fund Management Reform Act of 1994, Pub. L. 103-
412,25 USC §§ 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.
_ Responsibility Procedure
BIA 1. Receive all applications and earnest money or proceeds.

Deposit and post the funds received to a non-trust account
as directed in the policy directive memo; Procedures for
Handling Certain Non-Trust Funds, dated June 1, 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 {ransaction by the BIA Officer-in-Charge. Forward
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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posted to the landowner’s trust account on TFAS.
Occasionally proceeds may be transferred to a special
deposit account on TFAS 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 frust or restricted property.

4. Respond to any and all requests from OTFM for
clarifications or corrections.

OTFM I.  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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FHAPTER 16 COLLECTIONS PAGE 1 of2
UBJECT COLLECTION OFFICERS AND PROCESSING COLLECTIONS SECTION 16-1

EFFECTIVE DATE  July 8, 2002
REVISION DATE

Background. This section discusses the duties of a certified 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 OTEM 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
requiring a “split deposit.” The non-trust fund portion of a “split deposit” and those checks
confaining only non-trust funds must be processed in accordance with policy directive memao:
Procedures for Handling Certain 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

31U0SC § 101
TFM Part 5 chapter 2000, chapter 3000, chapter 4000, Part 6 chapter 8000
and 8030
Procedures for Handling Certain Non-Trust Funds, June 1, 2001
Procedure.
Responsibility Procedure
BIA and OTFM 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, 2001 and 25 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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FHAPTER 16 COLLECTIONS PAGE 2 of 2
SUBJECT COLLECTION OFFICERS AND PROCESSING COLLECTIONS SECTION 16-1

E¥FFECTIVE DATE July 8, 2002
REVISION DATE

funds at a location with a designated federal depository.

4. TForward all deposit tickets, bills for collection, and field
receipts for trust funds to the OTFM. Forward non-trust
fund documentation as outlined in the policy directive
memo; Procedures for Handling Certain Non-Trust Funds,
dated June 1, 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 TFAS 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
performed properly.
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CHAPTER 17 OIL AND GAS PAGE

lof2
CUBJECT  EXPLANATION OF PAYMENTS/MANUAL DISTRIBUTIONS SECTION 17-1
EFFECTIVE DATE July 8, 2002 .
REVISION DATE

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
exemnpt, 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 TFAS in accordance with
established policy guidelines.

Offices should consult with the Solicitor’s Office to determine 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 Procedure
BIA 1. Ensure that all oil and gas distributions are processed

through the RDRS so that an explanation of payment is
igsued 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 determine the requircments for
furnishing an explanation of payments for oil and gas
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CHAPTER 17 OIL AND GAS PAGE 20f2
UBJECT EXPLANATION OF PAYMENTS/MANUAL DISTRIBUTIONS SECTION 17-1

EFFECTIVE DATE July 8, 2002
REVISION DATE

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.

OTFM 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;
SF 1081;
Deposit dates;
Deposit Amounts; and
Distribution breakdown.

o oo o

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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FHAPTER 17 OIL AND GAS PAGE, 10f2
SURJECT RECOUPMENTS SECTION 172

EFFECTIVE DATE July 8, 2002
REVISION DATE

Background. This section discusses BIA recoupments not processed through the RDRS,
Historically, it has been the practice to process BIA recoupments and the corresponding royaity
distributions manually, These types of distributions must be approved by the Regional Director
and the OTEM Director. An explanation of payment must be prepared manually reflecting the
distribution and the recoupment. Exceptions to preparation of the explanation of payment must
be approved by the Sclicitor’s office. The account holder names from the DOT trust asset
management system must match the account holder names on the TEAS in accordance with
established policy guidelines.

Cross Reference. Federal Oil and Gas Royalty Management Act of 1982, 30 USC §§ 188, 191,
1701 ef seq., 1701 nt., Pub.L. 97-451, 104-185, 104-200, 105-362

Procedure.

Responsibility Procedure

BIA 1. Obtain the Regional Direcfor’s approval to process
manually and forward to the OTFM with all supporting
documentation for distributions that are not processed
through the RDRS and not exempted from explanation of
payment requirements. Documentation must include SF-
1081 number, deposit dates, deposit amounts and the
distribution breakdown. :

2. Prepare a manual explanation of payment that includes
recoupments and forward the documents to the OTFM for
mailing with check if not exempted by Selicitor’s Office.

3. Respond to any and all requests for clarifications on
information provided to the OTFM within three (3) business
days.

OTFM 1. Receive requests for manual distributions. Requests wmust
include:
a. Explanation of payments waiver approved by the Solicitor
and the request to process manual distribution
approved by the Regional Director; b, SF-1081;
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SUBJECT RECOUPMENTS SECTION 172

EFFECTIVE DATE July 8, 2002
REVISION DATE

d. . Deposit Amounts;

e, Disfribution breakdown; and

[.___Manually prepared explanation of payment if not
exempted by Solicitor’s Office.

¢. __Deposit dates; €

| 2. Request any and all clarifications from the BIA. AR

| 3. Forward to the OTFM Director for approval. A

] 4. Process distribution requests that have been approved by the «-- -

OTFM Director with any interest earned.

I 5. Mail the check or ACH advice with the manual explanation <
of payment received from the BIA if applicable.
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ACH
ADM
AKA
ALJ
BIA
CFR
DOD
DOI
E-FOIA
EFT
ETA
FFS
FOGRMA
FOTA
FRC
FTSO
GRS
IARM
™M
IPAC
IRMS
IRS
ISSDA
LTRO
MSW

LIST OF ACRONYMS

The following list of acronyms are commonly used in this Handbook:

Automated Clearing House

Attorney Decision Maker

Also Known As

Administrative Law Judge

Bureau of Indian Affairs

Code of Federal Regulations

Date of Death

Department of the Interior

Electronic Freedom of Information Act
Electronic Funds Transfer

Flectronic Transfer Account

Federal Finance System

Federal Oil and Gas Royalty Management Act
Freedom of Information 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

Land Titles and Records Office

Masters of Social Work
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NARA
OF

. OHA
OMB
OST
OTFM
OTR
RDRS
SF
SSA
SSI
TFAS
TFM
TGA
TIN
USC
VA

National Archives and Records Administration
Optional Form

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



United States Department of the Interior

BUREAU OF INDIAN AFFAIRS
" Washington, D.C, 20240
January 19, 2006

1IN REVLY REFER TO:

TO: All AS-TA/BIA Employees
OST Employess
FIROM: Director, Bureau of Indian Affair

Special Trustee for American Indians

SUBJECT:  Policy for Asstgning  Individual Indian Money Account/Owner 1D

Numbers

Thig memorandum estabiishes the policy for assigning Individual Indian Money (JIM)
aceount numbers and Bureau of Indian Affairs (BIA) identification (ID) numbers. This
memorandum supersedes any previous divectives regarding this practice.

Al account/Owner ID numbers assigned after the date of this memorandnm must be in

compliance with this policy. All existing account/Owner ID numbers will be brought mto
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 reguest.
If there is not a Superintendent/Field Representatives assigned to the local agency, the
Regional Office with jurisdiction is responsible.

Below are the formats for assigning numbers:
1. Categories: There are four categories of account/Owner ID s as illustrated in the
following table.

Category Category Descriptions Resulting Numbers for Agency Responsible
ND. OST and B1A Tor Assiguing the
Nunber
I Individual with a direct interest in IIM Account BIA 1D BIA
1 frust or restricted land. No. No.
11 Individuals with a life estate, dower | TIM Account BIA ID BIA
! or curtsy, or homestead inferest in No. No
trust or restricted land. .
11 Individuals with proceeds resulting UM Account NA ‘Writlen non-delegable
from other agency income (i.e. Nao. authorization from the
| Veterans Affairs or Social Security.) Director, BIA
™ Individuals with proceeds resulting {IM Account NA OST to use provided
from per capita distributions from No. information
Tribal Trust Funds or Judgment
Awards.




2. 1M Accounl/ID Number Size:

Policy:

The use of the existing ten(10)-character numbers will remain the standard for the
assignment of ITM account numbers and I numbers. A maximum of 12 digits for

account/Owner Id may be used in the future provided that all systems of record can
interoperate. '

3. Account/ID Number Format:

Mustration of the number format: 123012345678

G-digit number (current minitmwin size)-unique sequentiol mamber or enroliment number
or (in the foture)

1234567 or
12345678

= 7 or 8 digit nuiber, as needed, for expansion of [IM account number or ID number

123 = 3-digit numeric code-Tribe Code or Land Area Code or dlashka Regional Corporation Codes;
U = 1-ligit Alpha character-Class Code {also known as Alpha Code); and
123465 =

A. Three (3)-Digit Numeric Code-Censtitutes a Land Area Code or Alaska Regional
Corporation Code or Tribal Code:

1. Land dree Code identifies the reservation on which the trust or vestricted land
is localed or the location of the restricted land in which an interest is being

established for a non-Indian, including non-Indian life esiale, dower or curtesy, or
homestead owners.

OR

1. Alaska Repional Corporation Code identilies where:
« an Alaska Native 15 ervwolled: or

a non-enrolled Alaska Native is affiliated. Specifically, the entity maost closely
affiliated with the individual who previously owned the subject interesi(s).

OR
iil. Tribe Code identifies the federally recognized tribe where:

» anindividual Indian is enrolled; or



+ anon-enrolled individual Indian s affiliated. Specifically, the tribe most closely
affiliated with the individual who previously owned the subject interest(s).

If an account/Owner ID exists and is in comphance with.this policy, additional numbers
must not be assigned. If an ID number exists but is notin compliance, a compliant ID

number must be assigned and all systems updated accordingly 1o eliminate the non-
compliant ID number.

The use of “generic” Tribe Codes for non-enrolled individuaj Indians, e.g, “100N" or
“500N,” shall be prohibited and snch “generic” Tribe Codes replaced with Tribe Codes

determined vsing the criteria stated in this pohey.

B. One (1} = Character, Alpha — Class Code (also known as the Alpha Code):

The Class Code identifies the account/Owner ID type sstablished for the individual, 1t 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 enrolled individual Indian granted an original
allotment of Jand. For locations which utilize the Trust Asset Accounting
Management System (TAAMS) for incomie distribution, this class code
will also he utilized to document an Indian who has an undivided fee
interest in trust lands,

U-Unaliotted Indian: An enrolled Indian other than an original allottes,
owning land mnterests, except when establishing an IIM aceount number
for per capita payments. Tor locations which utilize the TAAMS for
income distribution, this class code will also be utilized to docunient an
enrolled Indian who has an undivided fee interest in trust lands.

N-Non-Enrolled Indian: An Indian not envolled 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 updivided fee interest in trust lands.

R- Formerly unlmown remainderman - no longer valid

X- Non-Indian Fee Interesl Owner be used by those locations which do
not utthize TAAMS for income distribution.

il. Class Code for ITM account/ID number for an individual with life estate, dower or
curtesy, or homestead interest is:



" B- Life Estate, Dower or Curtesy, or Homestead Interests for 2 non-Indian

L~ Life Estate, Dower or Curlesy, or Homestead Interests for an Indian

il Class Code for [IM account/Owner ID numbers for individuals resulting from
tribal or judgment per capila distributions are:

J- Judgment Per Capita Payment. Used only for:

» Minors or emancipated minors;

v Adults-Individuals determine to be nan compos mentis, or adults in
need of assistance or under legal disability; and

One-time only after the death of an individual whom the Secretary
has determined is eligible to receive jndgment funds, but is

deceased al the time of distribution and their estate has not been
probated.

P- Tribal Per Capita Payment, Used only for:

»  Minors 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 afier 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 distribution
and their estate has not been probated,

Each Line Officer/Supervisor is responsible and will be held accountable to ensure their
staff: (1) understands the above information; {2) implements this policy; (3) brings all
current account numbers into compliance, and (4) remains compliaat with this poljcy.
Each Regional Director must develop a Corrective Action Plan (CAP) for current non-
compliant numbers. The CAP js due within 45 calendar days of this memorandwm date
and the completion of the CAP must be scheduled for no later than September 30, 2006.

1f you have any questions regarding this directive, please contact:

BiA: Darryl LaCounte, (406) 247-7943
OST:. Margarel Williams, (505) 816-1072



 SUPERVISED INDIVIDUAL INDIAN MONEY (lIM)
ACCOUNTS: DISTRIBUTION PLAN

Effacliva Date: Septembar 26, 201

ACGCOUNT HOLDER NAME 4

DATE OF BIRTH {mm/ddyyyy) > i !

BEGINNING AND EXPIRATION DATE

NOTE: OTFM will only make paymen!s based on a fufly compleled and approved BIA disiribuijon plan.

A~ ACCOUNT HOLDER INFORMATION (Seif-expisnatory]

ACCOUNT HOLDER'S FULL NAME (First, Middls, Last Name, and Stffix}

OTHER NAMES USED (For sxample: maiden, also known as [AKA], efc}

» >
DATE OF BIRTH [mm/ddAyyy) SOCIAL SECURITY NUMBER
| S 7 / b

B- PERFQR_MANCE STATEMENT AND 1099 MAILING INFORMATION (Ses instructions on Iast pagej

FULL NAME (First, Middis, Last Name, and SufTix) OF:
[J ACCOUNT HOLDER OR (f applicable),
O custooat PARENT OR [ GUARDIAW/ i Guardian, court order attached

>

MAILING ADDRESS (Stree{ or P.O. Box, City, Stals, and Zip Code)

| 4

C - ACCOUNT INFORMATION Ssif-axplanatory}

M ACCOUNT RUMBER({S) (identify accouni(s) covered by the plan] TYPE OF ACCDUMT SUPERVISION (Plaass check appropriaie box)

> . ) [0 ADULT IN NEED OF ASSISTANCE 0 EMANCIPATED MINDR
> [0 LEGAL DISABILITY ' 0 wmiNoR

> o ‘I NONCOMPOS MENTIS {Court Order Aflached)

D - DISTRIBUTION PLAN INFORMATION (Self-exptanatory)

TYPE OF DISTRIBUTION PLAN (Piease check appropriate box and provide dale)

O INITIAL DISTRIBUTION PLAN

MODIFICATION OF PLAN (Provida dale of initial plan fo be modified: mmvdd/iyyy)

SUSPENSION OF PLAN (Provide date of indial plan lo be susgended: mm/ddyyyy)

DD 0O

CANCELL ATION OF PLAN {Provide date of Inifial plan lo be canceisd: mmviddiryyy)
NOTE: BIA Officer-in-Chaerge has approved removing the restriction from tha sccount

PRIVACY ACT STATEMENT and PAPERAWORK AEDULCTION-ACT MOTICE
Thw Intermation requertad on this form s required for the purposs of disbussing money by a Federai agency. All Information provided abovs I protecisd under the Frivacy Act ai 5 U.5.C. 552 {h]
which Siates ihai tha IM Account informatlon can be pravided only 1o government empioymes whase dutles reguire access. You are not required to provide thy information requeated on x form

that is subject to the Paperwark Reduction Act unless the form displays a valld OMB contra! numbar.

TOTAL NUMBER OF PAGES

P PAGE HUMEER

OF,




il N

" SUPEK-.3ED INDIVIDUAL INDIAN MONEY (IiM)
ACCOUNTS: DISTRIBUTION PLAN

Effacilve Dale: Seaptembar 28, zmu

ccoum HOLDER NAME »
DATE OF BIRTH (mn#ddfnw; » ! {
BEGINNING AND EXPIRATION DATE | - i N

E - PAYMENT ]NFGRMATION {Seq instauctions on last page -if there ers more than two separate disbursoments, copy and atiach this page {a the plan, and check the box.) {1

l PURPOSE OF THE DISEUR.SEHEHT {E.G., RENT, UTILITIES, CLOTHING, ETC A

FREQUEHBY {M=RKonthly, Q!Ounrfen‘y %Wealdy BW-—BLWeekb'. A=Annual, O=Cne Tima)

STOP DATE (mmvddyyy) 1 !

DATE PAYMENT DUE TO PAYEE {OTFM-Allow 5 days for check/2 days for Direct Qﬂposn' dallvwﬁ

PAYMENT AMOUNT {5} AND 1iM ACCOUNT NUMBER(S) {From which payment will be mads)

{8

UM ACCOLINT #

NAME OF PAYEE {Firsi, Middis, Lasf Namsa, Sufix, or-Name of Businass)

CIPAVMENT BY CHECK {Erter maifing address/Street or £.0. Box, Ciy, State, and Zip Cods)

ry

CIPAYMENT BY DIRECT DEPOSITIEFT (Flosss complats a. ihrough & below} -

(O cHECKING ACCOUNT OR

{1 sAvNGS ACCOUNT

3. NAME(S}ON THE BANK ACCOUNT (First, Midds, Last Nams, Suffix, or Busieas Nsme}©

b, BANK ROUTING NUMBER & FAYEE'S BANK.ACCOUNT NUMBER

c. . NAME OF BANK AND TELEPHONE NUMBER

vivivi vl vi viviviv ¥

E » PAYMENT INFORMATION (Coniintiad - Ses instructions on Jast pags}

. PUR?DSE OF THE DISBURSEMENT {E.G., RENT, UT!LH'IES, CLOTHING, ETG.}

FREQUEHGY {M=Nonthly, a—ammy, WeWeekiy, sw-a:-w;w,f A=Annual, O=One Time)

STOP DATE (mmddiyyyy} / /

DATE PAYMENT DUE TO PAYEE (O TEM-Allow 5 days for chack/2 days for Direct Dsposit deiivery)

8

M ACCOUNT #

PAYMENT AMOUNT ($) AND IM ACCCUNT NUMBER{S] {From which payment will be made)
NAME OF PAYEE {Firs, Middis, Last Name, Suffix, or Name of Business} )

CIPAVMENT BY CHECK (Enler msiling sddress/Strest or P.O. Box, Ciy, Siats, and Zip Code)

CIPAYMENT BY DIRECT DEPOSITIEFT (Pleasa complels a. through . below)

[0 CHECKING ACCOUNT OR

O saviINGS ACCOUNT

5. NAME(S) ON THE BANK ACCOUNT (First, Middls, Last Name, Suffix, or Business Name)

h. BANK ROUTING NUMBER & PAYEE'S BANK'ACCDUH_'I’ NUMBER

.  NAME OF BANK AHD TELEPHDNE NUMBER

vivivi v viviviviviv]

NOTE: OTFM will anly make paymants based on a fully completed and approved BIA disiribution ptan.
PRIVACY ACT STATEMENT and PAPERWORHK REDUCTION ACT NOTICE
Tha Information raguasted on this fonm Is mequired for the purposs of dglsbursing monay by a Federal agancy. Al Informalon provided above is pml-cl,-d urcler the Privacy Act at 5 U.5.C. 5352 {b}
which Srates that the M Account toformation can ba providad only (o governmant amplaysas whoss dutles raguirs accass, You are nef required io provids ths infarmation requested on 3 form
- that 1z subject 1o the Paperwork Reduction Act unless the form displays 3 valid QMB control numbsr,

TOTAL NUMBER OF PAGES

» PAGE NUMBER OF




- SUPERVISED INDIVIDUAL INDIAN MONEY (na) | AccouNT HoLoER NaME >
ACCUUNTS D!STRIBUTIDN PLAN dME OF BIRTH {maviddyyyy) | ;
Effactiva Dltl S-p(-mbor 26, 2001 - BEG‘INH!NG- AND B(PERAT]DH DATE (N N A - ____f;_:____j%‘__
F - RECOMMENDING AND AUTI’!ORIZ!NG OFFIGIAL SIGNATU RES {Sae insiructions on 1ast page] )

RECOMMENDING OFFICIAL 1A OFFICER-AN-CHARGE '
DATE SiGNED {mavddyyyy) Thisistha P : »
recommondaiin dat DATE SIGNED{mavddyyyy)
SIGNATURE fSignarum admowiedgas > | SIGNATURE (Signature ceviifias thal the >
that the rcommended | paymentsiwithdrawals under the
paymenltshwithdrawals under the Distiibution Plen sre desmed lo be In the
Disinitution Plan are deemed fa be in the { bast interes! of the Account Holder].
bast interest of the Account Holder).
~ PRINT NAME AND TITLE > 'PRINT NAME AND TITLE >
PHONE HUMBER I PHONE NUMBER > .
G - BIA INTERNAL USE ONLY- AFT ER APPROVAL. (See hsiuctions m!asf page] \
OTFM {Date sent o OTFH) L I i | mmaL » DATE P / /
CASE FILE (Dala isd by BIA) > {wma > LI S S

: . FRIVACY ACT STATEM E!ﬂ' and PAFERWORK REDUCTION ACT HDTICE
Th! Information mwquastad on this form is mquired for the purpose of disbunsing money by a Faderal agency. Al information provided above is protected. undar tha Privacy Ad al 5 U.5.C, 552 {b}
_ which States that ths itM Account Information can be provided only to govermnment amployses whose duliex raquite access. You arw niot required to provide the information requssied on a form
that is subject lnlln Paparwork Raduetion Act unlaas the form d!-pl-y-: = vaild OMB8 conired number.

b PAGENUMBER __

OF TOTAL HUMBER OF PAGES




—l

Top Right-Hand Corner of Plan:

{For BiA Referance ~ this information must ba provided on
each page of the Distribution Fian.}

Haginning date Enter Baginning Dale after the BIA Officar-in-
Charge has signed tha lnitial disiribution plan for a giver ysar, The
Beginning Data is the aciual dale thal ihe BiA officar-in-charge
signed tha hillaf disidbution plan.

+

Explration date Enfer the expiralion daie after ha disiribuiion

plan is signad. The expiration dats muslqo! exceed ona ysar fom
tha beginning date of the inifle] disfribution plan.

A - Account Holder Information (sait-expianatory}

B - Performance Statement and 1039
Mailing Information

Full name of identifles ihe pamon{s} who i5 to recoive the-
. stalpmant of performance for the scsount and & copy of tha TOBS
form, which wans sen{ la.the iniemal Revanue Service,

Check *Account Holder™ i thm acoount hoider fs:

» & adult in need of axsistance with fio lagal gusrdian, Enter
tha aceount holder's name.

= an emancipaind minor. Enier the account holdes's name.
Attach » copy of the court ordet emancipating the minor o &
copy of the account holder's mamiaga cerfificate.

» legaily disabled with no legal guardisn. Enier he account
holdes's name. Also, i ihe BIA serves as tha Hepresanltalive
Payes for olher federal dollars, antsr the name of the BIA
oliicerda-charge.

Check “Custodlal Parant" and entar the cuslodial parani's riarme

i tha accounl holdar i# o mingr and raskdes with the parent namsad.

Check "Guardian” if the account holder Ia;

+ & minor who has had 8 Jegai guardian appointed. Enler iha
nama of tha guardian and atlach a copy of iha courd's
guerdianship order.

» an adult in nesd of assistance who has a jegal guardian
over itis or hsr proparty, -Enter the name of tha guardian
and aftach 8 copy of the courf’s-guardianship order.

» Jegslly disabled with & fegal guardies over hix or her
property. Enier the nama of the guardian and anar.h acopy
of the courl’s.guardianahip order.

» Non-=compes manfis. Enler the nams of the guardian axd
attach 8 copy ©f the coud’s guerdianship order.

+ & ward of the court and no person of entily has been given
guerdianship over the scocount hoider's property.  Enler fhe
nama of the courd. If the court has named & parson o entity
{m.g., BIA)} ma having cantro] over tha account holders
praparty, entsr the name .of that parson or aplity. Abach a
=opy of the court order,

NOTE: ffa pauonfunmy has besn appainhd by & courl {o serve
85 2 legal guardian withou! imilalion, thal parsonjentity wil have
controf “of the account hoider's properly. However, if &

i  RUCTIONS TO COMPLETE THE SUPERVISED IL...

. -—..(..1::

person/entity Is given guerdianship over the account holder oris
given corimf and cutlody of the sccount holder, he sppoiniad
person/antty doss nol bava controt over the pioperly. Do not

snter the name of the persen with whom the child reskdes {e.g.,
. {oster pareol; grand parent} if thal person haxs no! been appolnted

jegal guardlan by a courl of compelent jurisdiction.

Maliing address Enter the addrass of lha .person(s} or entity
idenlified o receive the siatement of performance and a copy of
tha 1099 form sen! to the inlemal Revenue Secvice.

G - Account Information (aef-axpiaaatary)
D - Distributlon Plan information {self-axplanatory
E- Paymenf information

Purpazu '{or ‘the _dliburssment For sach recommended

disbirzement, siata ive spaciic purpose far the disbursemeni {e.g.,
rani, cicthing, utiites, elc.). The puposs may NOT be “one-time
disbursemenis a3 naeded.” If tha account holder resides with other
parsong, and is only rasponaibla for part-of tha reni, uiilitles,
lelephone, eic, inciuda thal information in this line {e.p., % of
efeciricity bill).

Fragusncy Enter the appropriate letler {e.g., M = evary month, Q=
every threr months/quarer, eic) o indicate how often you want

OTFM 1o disburse tha funds.  Also, Indicate the *Frequency Siop -

Dale” that Is the date Ihe recuring paymenl witl stop {Le., if the
paymenl is 1o be made for the next & months, and the payment
begins &n .Lanua':y 45", e frequency slop date will be June 187}
# no slop date is provided, & mlr gefaud {o the axpiraticn dute of the
digiribuiion plan.

Data payment ix dus lo payea -Enfer the dafe that the payment
is duw lo the payes. {E.g., f a utilty peyment I3 baing made, enter
Eill due dale oo the form.] This vl alfow OTFM o maks a fimely
disbursamant xo that the payment can be recefvsd by the dus date.
Payment amount {3} and IM sccount number{s] Enter ha
payment amourt {$1.  more lhan one. i1 account number was
ghvan n section “C-Actount information® ahove, anler tha specific
1M acestnt numben(s) rom which OTFM wil disburse funds for the
payment.

Name of the paysu Enfer ihe fuli name of the individus! or entity

who will receive the disbersement. Note: No 5/4 smployee, tibal -
conlractor eqiployss, BIA sockl services or tibal sacial services -

msy be named payee for {iM funds of an accownt holdes.,

Payment by check If paymenl Is 1o ba niste by check, placs an
X in this box and enier lhe payes's mailing addrezs. Noie: No
checks may Le seni “care of" Supenniendsnt or social servicas

withaut the spproval of the Depuly Gommissioner of indian Affairs.

Payment by diract deposit/EFT #f paymant is fo ba miade by
direct deposiEFT, then check Whis box and indicate whether The

befora §§ bacomes effeciive.

«CCOUNT DISTRIBUTION PLAN (Effective Date: Septemx.. .5, 2001)

direr! deposiVEFT will be made inlo the payse’s chacking
arcaunt or savinge account
4. Name{s} on the bank account Enler the names of
Individuals who have access fo the bank account.
b. Bank routing number L payees bank account number

{seil~explanatory}
<. Hama of bank and {sjephons number {mlf-ﬂxpfamiury]

F - Recommending and Authorizing Officlal

Signatures

Recommanding official The mmmending officiaj Is the person
who devaeiops the plan and recommends ils Bpprovai fo the BiA
officar In charge. _

Dale slgned (seif-explanalory}

Signalurs The Recommending Clficlal must sign the distibwtion

plan. The signatura -acknowledges thsl the recommended
paymentshyithdrawals under the plan are deemed Lo be i tha bast

“ Inferest of the accoumt holder.

Prnt_nama snd $ile {ssiexplanalory}

- Phons number {sef-explanatory)

BIA Officer-in-Charge The RIA Cificer-n-chame is the parsan who
has delsgalad authority from ‘the Secrelary lo approve
disbursements from a supendsed {iM account.

Date signed §! ihe disiribytion plan being signed Is the Iniflal plan

for any given year, than the dale signed is also e baginning date
of the plan which shoutd be filled-in on the lop right comer of sach
page of the plan. i the plan is a modification, suspension, or
cancelation of an sxisiing disidbuion pian for a given year, the

data thel the BIA Officer-In-Charge signed the plan does nol eflect

the beginning date of lha inilial distribution plan. However, if an
axisting distribution plan is fo be canceiad, the dale the distribution
pian is signed bacomas the axpiration dale of the plan.
Signatrre The BiA Officer-in-Charge mus! sign dislribution plan
The signature cedifies that the
paymentishwithdrawsls under the plan are deemed by him or her o
be in the best interest of the Accoun: Holder, .

Print name and Utis {self-sxplanatory}
Phons nuimber {self-explanatory}

G -~ BIA Internal Use Only {Afler spprovat}

OTFM Enter the dale thal 3 copy of the plan and any attachments
ware sent la OTFM and mitial and enler the data thal this
Information was recorded on the plaq.

_Casw {ile Enler the dale the plan was filed ip [he case fila and

inftlal and date when ks informalion was recorded in the plan.

ALL INFORMATION FROVIDED 1S PROTEGTED
UNDER THE U.S. PRIVACY ACT.

Fosr—




APPENDIX H

INSTRUCTIONS FOR BUILDING IHM ACCOUNT NUMBER(S)

The format for an account number is ##AHBEHH## (10 characters). The first three are digits that
represent the:

1.

2.

Tribe code where the account holder is enrolled, or

Tribe code with which the non enrolled account holder has the strongest association, or

. 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.
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

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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CHAPTER 3
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
OF a person,

Account Name means the name on the tribal trust or IIM account. The name on the IIM account
must be the legal namne.

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 notary 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 rror means an error 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 Secretary has conferred the authority to
conduct hearings in accordance with 43 CFR Part 4 Subpart D.

Administratively Restricted Account means an [IM 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 trust 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):

-1
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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, permit, or other trust
transaction.

Assign/Assignment means to transfer rights and other obligations by contract (e.g., in a lease or
permit for use of trust 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,

determines heirs and beneficiaries, determines creditors’ claims, and issues a written decision
based on the record.

Beneficiary means any individual who owns a trust or restricted asset or receives an interestin a
trust or restricted asset, including restricted property in a decedent’s will,

Bureau of Indian Affairs (BIA) means the Bureau of Indian Affairs, Department 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 funds 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 inchude the duties of a certified collection officer.

Compact or Contract means an agecment between a tribe and the DOI authorized under Title I

and IIT 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 the

subject matter at issue; however, if there is no tribal court with jurisdiction, then a state court
with jurisdiction.
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Credifor 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 DOl 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 account.

Department of Interior (DOT) Employee means an employee of the Department of the Interior,
but as used in this handbook does not include a tribal employee who perfonms a function under a

DOI program that has been contracted {(Self-Determination) 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 ot herself.

Encumber or Encumbrance means to attach trust 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 owned, including trust 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 JIM account holder.
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Fee Interest means an interest in land that is owned in unrestricted fec status and is alienable by
the fee owner.

Freedom of Information Act (FOIA) means the Freedom of Information 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
§ 115.1006. ‘

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, lincal 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 subsurface
interest in trust or restricted lands or resources (¢.g., minerals, timber, etc.).

Individual Indian Money (ITM) 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 of IIM 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 account.

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.

4
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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.

Judement Per Capita means a congressionally approved distribution of funds among tribal
members or to individual descendants identified in a settlement or a use and distribution plan.

Judgment Per Capita IIM Account means an [IM 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 of Indian 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 determined by a court of competent
jurisdiction or another federal agency where the federal agency has determined 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 trust 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 determined 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 Trustee (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

—~5
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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 fribal employee who is trained in Indian probate matters,

Remainder means the remnant of trust land or resources created at the same time as a life estate,
by the same instrument, and limited to arise immediately on the determination 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 trust 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 manner 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 encurnbered 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
the 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 ineans the Secretary of the Interior (DOT) or his or her designee authorized to act on
the 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 frust funds that cannot
be credited immediately to the rightful account hotders.
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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 beginning 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, adulis 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 trust by the Secretary.

Tribal Land means the surface estate of land or any interest therein held by the United States in
trust for a tribe, nation, band, community, group or pueblo of Indians, 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 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 (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 constitutions, tribal court rulings, and
tribal common law.

Tribal Per Capita means a distribution of tribal trust funds to individual tribal members
pursuant to a tribal resolution.

Tribe means any Indian tribe, nation, band, pueblo, rancheria, colony, or community, 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 I[IM 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 fee lands, or

trust resources and any other money that the Secretary must accept into a trust account 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 IIM account or funds owed to a decedent’s IIM 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 IIM 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 fo any request
if verifiable photo identification is required.

Voluntary Hold means a request by an Indian account holder with an unrestricted IIM 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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CHAPTER 2
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 substantive 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 TRUST FUNDS MANAGEMENT
Office of the Deputy Commissioner Office of the Direetor
1849 C Street, NW, MS-4140-MIB 505 Marquette, NW, Suite 1000

. Washington, D.C. 20240 Albuquerque, NM 87102
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BUREAU OF INDIAN AFFAIRS
, AND
OFFICE OF THE SPECTAL TRUSTEE FOR AMERICAN INDIANS

P 1X.
PUBLIC LAW 103-412, 103d CONGRESS

*American Indian Trust Fund Management Reform Act of 1994"
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PUBLIC LAW 108-412—OCT. 25, 1994 108 STAT. ¢

%gdluléo Law 103-412
' An Act

To reform the mansgement of Indlan Trust Funds, and for abher purposas,

Be it enacted by the Senate and House of Representatives of
the United Stales of Americe in Congress pssembled,
SECTION 1. SHORT TITLE; TAHLE OF CONTENTAE

{a) Buort TITLE~This Act may be cited as the "Amsrican
Indian Trust Fund Management Reform: Act of 1984".
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BEC. 2. DEFINITIDNE

For the %;rpowl of this Act:

(1) The term "Special Trustee™ means the Special Trustee
for Amertican Indians appointed under section 302,

{2) The term “Indian irihe” means any [ndian tribe, band,
nation, er other organized group or comimunity, induding any
Alaska Native village or regional or-village corporation as
dafined [2 or established pursnant to the Alaska Native Clalms
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Beltlement Act (B5 Stat. £38), which is recognized as a];
for the apecial programs and services provided by the U,
Staies to Indiana because of their atatus as Indians,
Int ls’:iﬁ) The lerm “Secratary” means the Secretary o
nteriar.
(4) The term “Office” means the Office of Special Trus
for American Indians sstahlished by section 302, peel tee
{5) The terrn "Burean” means the Burean of Indian Affairs
within the Department of the Interior. .
In tes('is} The term “Department” means the Department of the
eriqr.

TITLE I-RECOGNITION OF TRUST
RESPONSIBILITY

BEC, 101. AFFIRMATIVE ACTION REQUIRED, )
The first section of the Act of June 24, 1938 (25 1J.5.C. 162a)
is amended by adding at the end the following new subsection:
“d) The é'em : u.gyss proper discharge of the trust responaibil.
{timg ‘of the United States shall includs (but axe oot lmited to)
the fqu?‘j??)g:l’m iding adequat tama £ :
! vidh uate syatems for accounbing foy
reporting trust fiund balances, ] and
:gZ) Providing adequate controls over receipts and dsburse..
ents,
*(3) Providing periodic, timely reconcliations to nasure the
cowrney of aceoints,
'%3 %::em;“?i , tfyin ' bm?ﬁ" 1d th
g And supplying account Rolders with peri
statements l:sf thair nccognt petformance and with bm
of their account which shall be available on g daily bagt
*(6) Entablishing consistent, writisn polides and procedun
for tyust fund manggement and accounting.
*(7) Providing adeguate staffing, supsrvigion, and training
for h}({;)t Aﬁ::d mmatglemeut and amtg:nhntﬁr Al
ropriataly mansaging patural resources |
within the gou}::d.aziu of Indiar reservatons aod trust mzeg
SFC. 102 RESPONSIBIRITY OF SECERETARY T0 ACCOUNT FOR TEE
DAILY AND ANNUAL BALANCES OF INDIAN TRUST FUNDS.

(a)} Requmement To Accouwr.—The Secretary shall account
for the daily snd sanual balagce of all funds held in trest
the United States for the benefit of an Indian tribe or ag individual
Indian which are depoaited or invested pursaant to the Act of
June 24, 1038 (25 UBC. 162a). :
(bh PERIODIC STATEMENT OF PERPORMANCE.~Not later than

20 business days after the closs of a calendar quarter, the Secretary
ahsll provide o statement of performanes to each Indian tribe and
individua! with reapect to whom funds are deémsited or invested
pursusnt o the Art of June 24, 1928 (25 U.B.C, 1624), The state-
ment, for the period concerned, ahall iden tify—

{1) the wouree, type, and status of the funda;

(2) the beginﬁli;ifbalmu;

(3} the gains lossea;

{4) receipts and dishursements; and

{5) the ending halance.
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{¢) ANNUAL AUDIT.~The Secretary ahall eause to be conducted
an annual audit on a fiscal year besis of all funds held in trust
by the United States for the benefit of an Indian tribe or an
individual! Indiap which are deposited or invested pursuant to the
Act of June 24, 1988 (25 U.8.C. 16%a), and shall laclude a letter
relating to the audit io the firat statement of performance provided
under subsection (b} after the completion of the audit.

SEC. 103, PATMENT OF INTEREST ON INDIVIDUAL INDIAN MONEY
ACCOUNTS. :

{a) PAYMENT OF INTEREST—The fifat section of the Act of
February 12, 1926 (25 U.S.C. 181a), is amended—

(1) by striking out “That all” and inserting in Heu thereof

*That {g) all*;and .

{2) by adding after subsection (a) {as designated by para-
graph (1) of this subsection) the following:

“(b) All funds held [n trust by the United States and carried
in principal aevounts on the books of the United States Treasury
to &e credit of individual Indians shall be invested by the Secretary
of the Treasury, at the request of the Secretary of the Interior,
in pubjic debt securities with maturities suitable to the needs
of the fund invelved, as determined by the Secretary of the Interior,

and bearing interest at rates determined by the. tary of the

Treasury, taking into consideration current market ylelds on
outstanding marketuble obligations of the United States of com-
patable securities,”,

[h) WHHDRAWAL AUTHORITY.~The second ssntence of gub-
section {a) of the first section of the Act of June 24, 1938 (25
1.8.€. 162a), is amended by inserting “to withdraw from the United
States Treasury and” after “presexribe,”.

(c} TECHNICAL COHRRECTION.—The second subsection (b) of the
first section of the Act of June 24, 1938 (25 U.S.C. 162a), as
added by section 302 of Public Law 101-644 (104 Stat. 4687),
is herehy redesignated s subsection (t).

(d) EFrpcTivE DATE~The amendment made by subsection (a)
shall apply to interest earned on amounks deposited or lavested
on ar after the date of the enactment of this Act

SEC. 104 AUTHORITY FDOR PAYMENT OF CLAMS FOR INTEREST
: OWED. :

The Secretary shall make payments to an individual Indian
in full satisfaction of any claim of much imdividual for interest
en amounts deposited or invested on behalf of much individual
before the date of enactment of this Act retroactive to the dale
that the Secretary began investing individual Indian monies on
a regular bagls, to the pxtent that the claim is identifed—

(1} by & recouciliation process of individual Indian money
accounts, or

{2) by the individual and presented to the Secretary with
pupparting decumentation, and i3 verified by the Secretary
purguant to the Department's palicy for addressing
accountholder lpsses,

4

‘

25 USC 161,
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25 USC 4021

25 USC 4022

15 USC 401,

TITLE H—INDIAN TRUST FUND
MANAGEMENT PROGRAM

SEC. 201, PITRPOSE. .

The purpose of this title Is to allow tibes an opportunit
to monage trbal funds corrently held [n trust by the Untiod Beniy
and manpged by the Secretary thiough the Bureau, that, congistent
with, the trust responsibilityof the United States and the principles
of self-determination, will—

{1) give Tndian tribal governments greater control over
the management sl sach trust funds; or _

(2) otherwise demonstrate how the principles of seifidetar.
mination can work with respect to the management of augh
trust funds, In 8 manner tonsistent with the truat responsibility
of the United States,

SEC. 202 VOLUNTARY WITHDRAWAL FROM TRUSAT FUNDS PROGRANY.

(a) In GeNerAL—An Indian tribe may, in accordance with
thin section, submit a plan to withdraw some or all fonds held
in trust for such tribs by the United States and managed by
the Secretary through the Bureau.

{b)-APPROVAL OF PLAN.—~The Secretary ahall approve such plax
within 80 days of receipt und when agprﬁ?mg' the plan, the Sec.
retary shall cbtain the advice of the Special Try or prior to

the appoin@tmant of ouch. Special Trustee, the Director of the Office

of Trust Fund Mansgement within the Bureau. Such plan shal]
mieet the following conditions: _

(1) Such plan has been approved by the =a1‘::ﬁmpﬁ.ate Indian
tribs and is accompanied by A resolution from tha éribal povern.
Ing body approving the plan,

{2y The Secretary detsrmines such plan to be reasonahle
after consid sll appropriate factors, lncluding {(but not
limgited to) the following: .

(A) The ability and experience of the individuals
or institntions that will be managing the trust funds,
(B} The protection against substantial loss of principal.
(¢) DIssOLUTION OF TRUST RESPONSIBLLITY ~-Beginning on the
date funds are withdrawn pursuant to this section, any trust respon-
sibility oe liability of the United States with respect to such funds
shall cease except ny provided for in section 207 of this title.
FEC. 303. JUDGHENT FUNDS. o
(a} IN GerRRAL ~The Secretary ia authorized to approve plans
under section 202 of this title for the withdrawal of judpment
funds held by the Secretary.

- {b) LoarpaTion.~-Ouly such funds held by the Secretary under
the tacrus of the Indian Judgment Funds Use or Distribution Act
{25 U.S.C. 1401) ar an Act of Congress which provides for the
secretarial management of such judgment findz shall be ingluded
In such plansg. )

{e) SECRETARIAL DUTTES ~~In epproving such plans, the See.
retary shall spsure—

[1) that the purpose’'and uge of the judgment funds identi-
fied in the previcusly approved judgment fund plan will con-
tinue to be followed by the Indian tribe In the manapgement
of Lthe judgment Runds; and
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{2) that only funds held for Indian tribes may be withdrawn
and that any funds held for individual tribal members are
not to he included in the plan,

SEC, 204 TECENICAL ASSISTANCE.
The Secratary shalle. i ) )

{1} directly or by contract, provide Indian tribes with tech-
pical wssistance in develnpini'. implementing, and managing
Iudian trust fund investment plans; and .

(2} among other thinge, snaure that legal, financial, and
other expertise of the Department of the Interior has been
made fully available in an advisory capaelly to the Indian
tribes to masist in the development, implementation, and
management of investment plans.

HEC. 304 GHANT PROGRAM, |

{a) GENERAL AUTHORITY.~The Secretary is authorized to award
nts to Indian tribes for the rpu ae of developing and implement-
ing plana for the investment of Indian tribal trost funds,
() Usk of FUND3.—The purposes for which funds provided
under this section may be used Include (but are not limited to)—
{1) the training and education of employees responsible
for monitoring the investment of trust funds;
(2) the buildiag of tribal eapacity for the investment and
management of {rust funds;
lan(ﬂ the development of a comprehensive tribal investment

plan;
f‘} the Dmplementation and management of tribal trust
fund investment plans; pnd
{5) such nther purposes related to this title that the Sec.
Tetary deems approprizte.
SEC. 206, RETUEN OF WITHIRAWN FUNDA.

SBubject to such conditiona as the Secretary may prescribe,
any lodian tribe which has withdrawn trust funds may choose
to return any or all of the trust funds such tribe has withdrawn
by notilying the Secrw in writing of its intention to return
the fitnds to thes control and mansgement of the Secretary.

HEC. 207, SAVINGS PROVISION.

By submitiing or appmvh;ﬁ a plan under thiz title, nejther
the trbe nor the Secretary shall be deemed to have Accepted the
account balanee as accurate or to have waived any rights regarding
such balance and to sesk compensation,

S¥C. 208. REPORT TO CONORESYH.

The Secretary shall, beginning one year after the date of the
enattment of this Act, submit an annual report tp the Committee
on Natural Resources of the House of Representatives and the
Committee on [ndian Affairs of the Seoate on the implementation
of pro s under this title, Such report shall indude recommenda-
tions (if any) for changes necessary to better implement the purpose
of this title, : : :

SEC. 309. REGULATIONS.

(a) IN CENERAL-—Not later than 12 months after the date
of ennctment of this title, the Serretary shall promulgate final
regulations for the jmplementation of thiz title, All regulations
promulgated pursuant to this title shall be developed by the Sec-

26 USC 40,

25 USC 4025,

25 USC e,

25 USC qo2r,

25 USC 4028,

25 UU5C 029,
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25°USC 4041

25 USC 4042,

President.

re with the full and active participation of the India; .
wi.ttiwtrust funds held by the Seg-eta.ryp and other aﬁ‘ecte:ln Im
tribes,

. {b) ErrFEcrT.~The lack of promulgated reguiations
limit the effect of thia titls, P ma shall no,

TITLE III—SPECIAL TRUSTEE FOR
AMERICAN INDIANS
8E£C, 301, FURPOSES. )

The Furposes of this Htle are— .

1) to provide for more effective management of, and
accountsbility for the Eimpar discharge of, zhaagzcre ary's trust
responsibilities to Indian tribes and individnal ingm by
establishing in the Department of the Intevior an Office of
Specisl Trustes for American Indians to oversee and coordinate
reforma within the Department of practices relating to the
management and dis of yach responsibilities;

"~ {2) to ensure that reform of such practices in the Depart.
ment is cartied out in e noified manner and that reformy
of the policies, practices, procedures and aystems of the Bureay;
Minerals Management Service, and Bureau of Land Manage.
ment, which carry out such trust responsibilities, are effective
consistent, and integrated; and i
o t(ha} to ensure the mp}mentaﬁon of all reforms necessary

or the proper discharge of the Secretary’s trust responsibilitie;

to Indian tribes and individual ndians, e
SEC. 20t OFFICE OF SFECIAL TEUSTEE FOR AMERICAN INDIANS.

{a) ESTABLISHMENT.~There is hLereby established within the
Department of the Interior the Office of Special Trustee for Amer-
ican Indians. 'The Offics shall be headed hy the Special Trustee
who shall report directly to the Secrstary.

{b) BPECIAL TRUSTER.~~

(1) AppoaNTMENT.—~The Bpecial Trustee shall be appointed
by the President, by and with the advice and vonsent of the
Senate, from among individuals who possess demonstrated abil-
ity in peneral management of large governmental or husineus
entities and particular knowledge of rust fund management,
management of financial institutions, and the investment of

s sums of money.

(2) CompeNSATION.~~The Bpecial Trustee shall he paid at
a rate detsrmined by the Secretary to be eppropriate for the
Eaition, but not less than the rate of basle pay payable at

vel II of the Exeentive Schedule under section 5313 of title

B, United States Coda,

{c) TERMINATION OF OFFICE.~--

{1} CONMDITIONED UPON IMPLEMENTATION OF EEFDRMS, -
The Special Truatee, in propesing a termination date under
tection 303{aX2KC), shall ensure continuation of the Office
until all reforms identified in the strateric plan have been
implemented to the satisfaction of the Special Trustes,

(2) 30-pAY WOTICR~Thirty days prior to the teemination
date prn’Fosed in the plan submitted under this section, the
Special Trustee shall notify the Secretary and the Congress
in writiog of the progress in implemsnting the reforma icﬁe?ti-
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[ed in the plan., The Special Trustee, at that Hmes, may rec-

ommend the eontinuation, ar the permanent 'estaf:lishment..

| of the Office if the Special Trustee concludes that continuation

E ' or permanent establishment is neresaary for the efficient dis-

' charge of the Secretary’s trust responsibilities. .

(3) TERMINATION DATE.—The Office shall terminate 1BQ

i legislativg days after té:e{g?t‘ig oh ‘;ihéc?l thl:ﬂ naticteh Lo éhn Con-

‘ . gress under paragrap provided, unlesa the Cop L1

; _ ‘ axtends the agthoritiea of the Spedal Trustee, For the nu.r];ﬂ?e-s

. of this sectivn, a legislative day i» a day ou which either
3 ' House of the Congreas 13 in seasion, .

i .
4 .
/ SEC. 303 AUTHORITIES AND FUNCTIONS OF THE SPECIAL TRUSTEE. 25 USC 43,

E l (a) COMPREHENSIVE STRATEGIC PLAN.~

. (1) Iv GENERAL~~The Bpecial Trustee ahiall prepare and,

‘ after consultation with Indian tribes and n&pm&ﬁate fndlan

E organizations, submit to the Secretary and the Committee on

' Natural Resqurces of the House of Reprssentatives and the

1 Committes on Indian Affairs of the Senate, within coe year

after the initial appointment is made under section 30%(h),

. a vomprehensive strategic tgzan for all phases of the trust

¥ ’ management business gycle that will ensure pm‘ﬁer and afficent

’ discharge of the Secretary’s trust responsibilities w Tndian
tribes and {ndividual Indiang in compliance with this Ast,
{2} PrLAN REQUIREMENTZ.—The plan prepared under para-
graph (1} shall inelude the following;

i o (A) Ydentification of all reforms to the policies, proea-

- dures, practices and xystems of the Departmant, the

{ . Bureau, the Bureau of d Management, and the Min-

! erals Management Service necessary to ensure the proper

: o . and efficient discharge of the Secretary’s trust responsibil-

‘ : ities in compliance with this Act _ :

; : (B) Provisions for opporiunities for Indian bibss to
assist in the management of their troat accounts and to
identify for the Secretary options for the investment of

: - their trust accounts, in & manper consistent with the trust
! responsibilities of the Secrstary, in ways that will help

, © promote econoiic development in their communities,

| \ , {C) A timetable for implemeanting the reforms identified

E I in the &l;n, including a date for the propesed termination

- of the Office.

; é {b) DUTIES. ~ _

€1} GENERAL OVERSIGHT OF REFORM ELFORTS ~-The Special
Trustee shall oversee all reform efforts within the Bursau,
the Bureau of Land Management, ind the Minerals Manage-
ment Service relating to the trust responaibilities of the Sec-
retary to enmure the establishment of policies, procedures, sys-
terms and practices to allow the Secretary to diacharge his
trust responsibilities in compHancs with this Act.
{Z) BURBAU OF INDIAN AFFAIRS —
(A} MONTTOR RECONGILIATION OF THUST ACCQUNTS.-—-
The Special Trustee shall moaitor the reconcliation of
tribal and Individual Indian Money trust accounts to
ensure that the Bureau provides the account holders, with
a fair and accurate accounting of all traat accounts,
(B) INvesTMENTS —The Special Trustee shall ensure
that the Bureau establishes appropriate policies and proce-

— S — e e 7 = i
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dures, and develops necessary aystems, that will alig

t—

(i) properly to actount for zad invest, as well .
“maximize in a manner consistecs with the statukoy
restrictions imposed on the Secretary’s investment
optiony, the return on the investment of sl trust fung
mungﬁ-;. and a

{il) to prepars accurate and timely reports
account hoiders {and others, as reqbuired) Jt:.n appaﬁudli::
baals regarding all eollections, disbursements, nvegt.
ments, agd return on jnvestments related to thejyr
(© mﬁm D LEASE The 8

ERSHIP AND LEASE DATA.—The int Trus
shall Frusure that the Bureau satablishes polisies and peree
tices to maintain complete, accurate, and timely data
regarding the ownership and lease of Indian lands,

(3) BUREAT OF LAND MANAGEMENT~The Special Trustee
shall ensure that the Bureau of Land Management sstablishes
policies and practices adequate to enforee compliance with Fad.
eral requirem = an_t_a; Ecit‘gr Mm d %f t];mdﬁ:lhnn, accountability,
environmental protection, and safety with respect to the legra,
of Indian lunds. ' . P leage

{4) MINBRALS MANAGEMENT SERVICE.—The Special Trustee
shall smaure that the Minerals Mansgement Service establishes

licies and practives to eaforce compliance by lessees of Indign
ands with all requirements for timely and accurate reporting
of production and payment of lease royalties and other reve.
nues, Including the andit of leases to ensure that lessees are
aeturately reporting production levels and calculating royaliy

payments, ,
(¢} COORDINATION OF POLICTES.— :
(1) In GENERAL.—Ths Special Trustee shall ensure that—.
(A) the policies, procedures, practices, and systems of
the Bureau, the Buresu of Land Marmagement, and the

Minerals Management Service ralated to the discharge of

the Secrstary’s trust reaponsibilities are coordinated

conajstent, and integrated, and !

(B) the Department pm‘rares comprehensive and
coordinated written policies and p: cedures for gach phase
of the brust management business « pele,

{2 STANDARDIZED PRQCEDURES, —The Special Trustee shall
ensure that the Bureau imposes standardized trust fund
accounting procedures throughout the Bureaw,

(3) INTEGRATION OF LEDGER WITH INVESTMENT SYSTEM -
The Special Trustee shall ensure that the trust fund invest-
ment, general ledger, and subaidé accounting systems of
the Bureau sre integrated and that they are adequate to sup-
port the trust fund investment needs of the Bureau.

{4) INTEGRATION OF LAND RECORDS, TRUST FUNDS ARCOUNT-
NG, AND ASSET MANAGEMENT SYSTEMS AMONG AGENCIES.~The
Special Trustee sball ensure that-- :

(A) the land records system of the Bureau interfaces

with the trust fund accounting system, and .

(B) the zsset management systems of the Minerals

Management Service and the Bureau of Land Management

interface with the appropriate asset management and
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accounting systema of the Bureau, including ensuring

{i} the Minerzls Management Service establishes
policies and procedures that will allow it {0 'prope:&\lr
collect, account for, and disburss to the Bureau
royalties and other revenues generated by ptoduction
from leases on Indian lands; and
(i} the. Bureau of Land Management and the
Burean provide [ndlan jandholders with aceurate and
timely reports on a periodic bagis that cover all trans-
actiona related o Jeases of Indian résources.

(5] TRUST MANAGEMENT PROGRAM BUDGET -

{A) DEVELOPMENT AND SUBMISSION.~The Special
Trustes shall develop for sach fiscal year, with the advice
of program -managers of each office within the Bureau
of Exdi n Affairs, Buresu of Land Management and Min-
erals Management Service that participates in trust
management, including the management of trust funds
or natural fesources, or which is charged with any respor-
aibility under the wmprghansim atrategic plan pre&:nmd
S o soneosm biudget piopesal that would enbie

apgement _ budget pro woitld enable
tha Secnmryptu efficiently and effectively discharge his
trust responaibilities and to inplement the ¢Giaprehensive
strategic plan, and shall submit such 'buaigetmproposal to
the Secretary, the Director of the Office of Management
and Budget, and to the Congress.

(B) DUTY OP CERTAIN PROGRAM MANAGERS.~Each pro-
gram manaﬁer participating in trust management or
charged with responsibilities under the comprehensive
strategic plans shall tranamit hiz office’s budget requeat
to the Special Trustee af the sume time as such request
fa submitted to his superiors (and before submission to
the Office of Management and Budget) in the preparation
of the budgst of the President submitted to the Congreas
under section 1105{a) of title 31, Unitsd States Code.

- (C) CERTIFICATION OF ADEQUACY UOF BUDGET
REQUEST~—The Special Trudtee shall.

Ai) review each budget request submitted under
subparagraph (B .

(if) certify in wnhneﬁ_a.s to the adequacy of such
request to discharge, effectively and efficiently, the
Secretary's truat responiibilities and to implement the
wm?g;mnsi?a s&;ategic plaa; and  the S

i} not: £ PrOEY3I IMANALRL O e Special

Trustee's cerigfi,c:atian under tlausa {if).

(D) MAINTENANCE OF RECORDS,~The Special Trustee
shall maintain records of certifications made under para-
graph (3XB). .
~(BE) LIMITATION ON REPROCRAMMING OR TRANSFER -
No program manager shall gubmit, and no official of the
Department of the Ioterior may approve or otherwise
authorize, a reprogramming or transfer request with
respect to any funda a;mrppriated for trust management
which iz included in the Trust Management Program
Budget unless such request has been approved by the
Special Trustee,
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25 LFAC 4044

25 1ISC 445,

{d) ProsrEM RESOLUTION.—The Special Trustes shall provy
such guidance as necesgary o assist Department personnel -
jdentifying problems and options for resvlving problems, and
tmplezmenting reforms to Departmeot, Bureau, Burepn of Lag_
Management, and Minerals Management Service policies, proca.
dures, systems and practices,

{e) SPECIAL TRUSTEE ACCESS.~The Special Trugtee, and his

staff, chall have acesss to all records, reports, audits, reviews
documents, papers, recommendations, flles and other material, s
well ns to any officer and employee, of the Department and any
office or bursau thereof, as the Special Trustes deems necesgary
for the accomplishment of his duties under this Act,
() ANNUAL. REPORT.~The Special Trustee shall report to the
Secretary and the Commitiee on Natural Resourtes of the Houge
of Representatives and tha Committee on Indian Affairs of the
Senate each year on the prograss of the Department, the Hureay
the Bureau of Land Management, and the Minerals Management
Servics in implementing tha reforms identified in the comprehensive
strategic plan under subsection (aX1) and in meeting the timetabie
estahlished in the strategic plan under subsection (a}2H ).

BEC. 4. RECONCILIATION R¥PORT,

The Secretary shall transmit to the Committes on Matural
Resources of the House of Representatives and ths Committes on
Indian Affairs of the Senate, by May 31, 1998, a report identifying
for each tribal trust fisngd account for which the Secretary |x respon-
sible a balance reconciled as of September 30, 1995. In carryin
out this section, the Becretary shall consult with the Spe;;i;ﬁ
Trustee. The report shall inclode— .

(1) a description of the Secretary’s methodology {n reconeil
ing trust fund acrounts; -
(2) attestationn by each aceount holder that.—

{A) the Secretary has provided the account holder wif
as full and complete accounting as poysible of the acegun,
holder's funds to the sarliest ible date, and that the
gccuunt holder accepts the balanes as reconciled by the

ecretary; or .

(B)‘tj:e account holder disputes the Balance of the
uccount holder's account as reconciled by the Becretary
and tatement explaining why the arcount holder disputen
the Secretary’s reconciled balance; and
(3} = statement by the Serrstary with repard to mgeh

account balance disputed by the account holder outlining efforts

the Secretary will undertake to resolve the dispute.

SEC, 305. STAYF AND CONSULTANTS.

() STAPP.~The Special Trustee may employ much stalf as the
Special Trustee deems necessary, The Special Trustee may request
staflf assistance from within Pepartment and any office or
Bureau thereof as the Special Trustee deems necessary.

{b) CONTRACTS.—To the extent and in such amounts as may
be provided in advance by appropriations Asta, the Special Trustee
may enter Into tontracts and sther arrangements with public agen.
cies and with private persons and organizations for consulting serv-
ices and make such payments as necessary o carty out the
provisions of this title.
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! . BEC. 308. ADVISORY BOARD. 25 UBC 4046,
. : (a) ESTABLISHMENT AND MEMBERSRIP.—Notwithstanding any
other provision of law, the Special Trustee shall astablish an
! : advisory board to provide advice on all matters within the jurisdic.
! : tion of the Speclal Trustes, The adﬁso%‘uboa:d shall consist of
L nine members, appointed by the Spedal Trustes after ronsultation
with Indian tzibes and appropriate Indian organizationa, of which—-
(1) five members shall represent brust fund aceount holders,
including both tribal and Individual Indian Money accounts;
(2} two members shall have practical expetience [n brust
fund and financial management; :
(3) one member shall have practical experiance in fiduciary
investment management; and
{4) oue member, from academia, shall have knowledge of
neral management of large organizations.
F:) Temy—~Each member shall serve a term of two ywars.
(c) FACA.—The ndﬁsowm shall not be suhbject lo the
Federal Advisory Committes )
’ () TerMmATION ~~The Adyisory Board shall terminate upon
; ; termination of the Office of Special Trustes, ’
I

| s’ TITLE IV—AUTHORIZATION OF
| " APPROPRIATIONS
i

| . i BEC, 1L, AUTHORIZATION OF AFFROPRIATIDNS.

25 UBG 4061,
* There is authorized to be appropriated such sums as may - .
be necessary to carry out the provisiona of this Act,

i Approved Octoher 25, 1954

LEGISLATIVE HISTORY—H K. 483

HOUSE REPCHTS: No. 103-TT8 {Comin. oo Naturs] Resturces).
CONGRESSIONAL RECORD, Vol. 140 (1994) .
Ot 1, potsiderad and passsd Hi

Oct 7T, eonaidered and paamed Senats.

O
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MEMORANDUM OF UNDERSTANDING
BETWEEN BIA AND OST

#,..to reach a common goal of an improved process for the
administration, management, and accounting of trust fund accounts.”



I1.

MEMORANDUM OF UNDERSTANDING

BUREAU OF INDIAN AFFAIRS
AND .
OFFICE OF TRUST FUNDS MANAGEMENT

Preamble

The Federal government, primarily through the Department of the Interior (DOT}) is the
trustee regarding Indian lands and resources held and maintained in trust status or as
restricted assets for Indian tribes and individual Indians. The Office of the Special
Trustee for American Indians (OST) was created pursuant to the American Indian Trust
Find Management Reform Act of 1994, Pub. L. 103-412 (the Reform Act), and
Secretarial Order 3197 (February 9, 1996) to overses and coordinate Departmental
reforms of practices refating to the management and 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 Q8T which is charged with the
responsibility, consistent with applicable laws and regulations, for accounting for and
reporting trust fund balances, providing adequats controls over funds received into and
disbursements from trust accounts, and investing trust funds.

The Bureau of Indian Affairs (BLA) is responsible for the managemcnt,' collection and

maintenance of information documenting title, trust asset ownership, and lease ar 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 (IIM) accounts and the distribution of judgment funds.

Both the OTFM and the BIA have shared and overlapping responsibilities to manage trust
and restricted assets, including natural resources and trust funds, on behalf of Indian
beneficiaries and in accordance with the Reform Act and all applicable authorities.

Statement of Purpose and Scope

This Memorandum of Understanding (MOU) provides the framework for cooperation and
coordination among the BIA and the OTFM as these organizations carry out DOI's trust
functions and trust responsibililies relating to accounting for, regulating and managing
Indian trust and restricted assets and resources. The purpose of this MOU is to achieve an
efficient and effective working relationshup between the BIA and the OTFM in the
fulfillment of the Department’s poal of an improved process for the administration and
management of trust assets and to effectively carry out the trust responsibility.
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In executing this MOU, the BIA and the OTFM recognize:

L. The role of tribes and individual Indians as beneficial trust owners with authority
to determine the development and use of [ndian lands and resources, in
accordance with applicable laws and regulations; and

2. The respective and interconnected roles of the BIA and the OTFM in managing
Indian trust assets and trust funds,

Through this MOU the BIA and the OTFM will:

1 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 pravide guidance to the field offices as to their respective
responsibilities for managing trust funds. '

Goals and Objcctives

The specific goals and objectives of this MOU are to

L. Create and maintain an Interagency Procedures Handbook (Handbook) which will
nssist gmployees of the BLA 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, 1agis!atxon, regulatory authority or
appropriate fiduciary practices; and

3. Create an Oversight Commitiee 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 ancl as changes occur that aff‘ect trust
fund accounts. .

Respousibility

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 wilt
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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,

Information Exchange

The BIA and the OTFM will exchange data necessary 1o establish and magage 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 eccounting will be

exchanged between the BIA and the OTFM prior to distribution and implementation at
the field level. ’

Review of Regulations, Directives and Other Policy Documents

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 pne
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 of the draft document. 1f 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 additiona!
time is necessary. Both agencies will accommodate reasenable 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.

Agency Contacts

The BIA and the OTFM v;fill identify principal points of contact for all matters arising
under this MQU.

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 wil)
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 necessary and at least bnce each year.

This MOU and its attachments, including the Handbook, are considered working



documents. Proposed substantive changes to the attachments will be presented to the
Oversight Committee for approval. Technical changes may be incorporated through
metmoranda 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 ncccssary to develop detailed
analyses to assist in carrying out its duties.

This 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.

bt CLL T e

Assnstant\Secmtary thdian Affairs Special Trustee for American Indians

53007 ‘K/"’?/ L

Date Date

Deputy Commissioner of Indian Affairs
Burean of Indian Affairs

Directot
Office of Trust Funds Management

0} Z—?/?/ ED | bz

Date

Drate
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MEMORANDUM OF UNDERSTANDING
BETWEEN BIA AND OST
Dated June, 1998

%, . .defines the transfer of Indian hnaopcial trust records
from the Bureau of Indian Affairs to the Office of the Special Trustee.”



MEMORANDUM OF UNDERSTANDING -

ON INDIAN TRUST FINANCIAL RECORDS AND
TRUST RESOURCE MANAGEMENT RELATED RECORDS
between the
BUREAU OF INDIAN AFFAIRS -
and the
OFFICE OF THE SPECIAL TRLSTEE
(The Partses)

k. PURPOSE:

This Memorandum of Understanding (MOU) defines the transfer of [ndian financial trust records
from the Bureau of [ndian Affairs (BIA) to the Ofice of the Special Trustee (OST): 1t will
specifically address the following items: (1) the identification by number of alt financial trust
recards that have been transferred to the responsibility of OST, and the identification by number
" of all trust resource records that are the responsibility of BIA, (2) the OST and BIA t:mpom-y
storage locations for the Indian trust records under their respective custodianship, (3) the
identification of ail trust related records and theé procedures forjoint access to both active and
inactive trust records, and (4) the incorporation of the OST and BLA agreement to update the
BIA and OST Records Schedules to accurately refleet all “frozen™ trust funds related records,

i1.  AUTHORITIES:

This MOU is entered pursuant to Section 302 of Pub, L, 103412, The American [ndian Trust
Fund Management Reform Act of 1994, Secretarial Order #3197 Section 3, dated Febmuary 5,
1996, 36 CFR Chapter XJI, Part 1220, Subchapter B, Records Management;, Disposition of

Federal Records: and, Records Disposition Statutes in 44 [1.5,.C. Chapters 21, 29, 31, and 33

The Parties will establish separate Records Schedules, Privacy Act Systems of Records, Freedom
of Information Act (FOIA) programs, and applicable procedure manuals in accordance with §
'S C Section 552; Pub. L, 104-231 (1996); 36 CFR, NARA Standards; 43 CFR Part 2,
Subpans A and B; and 383 DM 15, the Department of Interior (DOT) FOTA Handbook

I. BACKGROUND:

Since its creation in 1824 the Bureau of Indian Affairs has been the custodian and manager of the
- official documents ¢reated in the normal daily business of managing Indian land resources; the
BIA also managed the income from trust resources through 1996, However, in 1994 the
Amenican [ndian Trust Fund Management Reform Act, Pub, L. 103412, was enacted, which
established the position of Special Trustee for American Indians within the Depatment of the
Interior. The Special Trustee was charged with reforming trust funds management and related
trust asset management functions of the BIA, Minerals Management Service (MMS), and Bureau



of Land Management (BLM). [n 1996, DO{ Secretanial Qrder 1157 created sthe Offics of
theSpecial Trustee for American Indiang and moved the Office of Trust Funds Management
tOTFM), the organization responsible for managing [ndian rust funds, from the BIA. to the OST.
Section § of the Secretarial Order stated that appropriate tecacds ware to be transferrad from BIA
to OST to implemenit the transfer of OTFM. :

Currently, the records management guidelines and procedures for trust records is the BIA
Records Retention Schedule (16 BIAM, Appendix [ of the Records and Files Disposition
Handbook) Thisschedule includes-retention-and disposition xchedules for Indian tnmst fnancial
documents as well as for Indian trust resources recards, but daes nat reflect the necessity of
cetaining thess records in perpetuity. Therz is a need for the establishment of separate but
compatible records management procedures and processas. This MOU is the initial step in the
establishment of a comprehensive Indian trust records management program.

[t was initiated by 8 memorandum dated December 3, 1996 from the Assistant Secretary « Policy,
Management and Budget in which both agencies were dirscted to establish an agreement on the
access and care of all Ainancial “trust-related records.” On August 22, 1997, the Secretary of
Interior sent 2 memorandum to OST and BIA describing the Trust Improvement Praject, which
included a dirsctive for OST and BIA 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 user training, 2nd improving internal controls.™ Asa
result of the Secretary’s memorandum, an internal directive was issued by OST and BIA on
February 11, 1998 establishing a Records Management Working Group. The purpose is to
aceomplish the joint records management solution as envisioned in the Secretary’s memarandum,
" This internal memo specifically directed that the MOU be established to cover trust records
operarional matters, including the development of joint procedures for records management. The
accomplishments to be achieved by the Records Management Working Group are listed in

Appendix L.

[n accordance 'mth thc Sccr:tanal Ordcr Lhc BIA hcreby trmsf"m' to DST :h: owncrsh.lp,
responsibility and contral of the Trust Funds (4800} and IIM (4850) program records. This
transfer includes all active and inactive financial trust accounting records. OST aceepts |
responsibility For and will take custody of these same financial trust records, which are located at
BIA areas and agencies, Federal Records Centers (FRCs), and the General Services
Administration (GSA) Indian Trust Accounting Division. Custody is defined as all activities
relating to the legal ownership, preservation, and management of these records. These two
programs, as well as selected numbers from the 2500 series are deleted from the 16 BIAM



Appendix { record schedules effective immediately The remaining records in 16 BIA.M belong

tothe BlA

‘The foliowing BLA record series, identified by the name and schedule number, are transferred to

QsT

a. 4300 TRUST FEIND RECORDS:

(4801- P3)

C(4B02-P 10}

(4803-T3F)
(4804-T3F)

. Security Account Files

Tribal Trust Accounts Genaral Ludger fifas :
Indian Services Special Disbursing Agent (ISSDA) Report Files
Monthly Check Reconciliation Listing files

b. 4850 - INDIVIDUAL INDIAN MONEY (IIM) RECORDS:

(4851-P5)  Individual Indian Money Case Files

(4852a-P5) [ndividual Indian Money Ledgers and Cards

{4852b-T0) Duplicates of [IM Ledgers and Cards

(4853-P5) Individual Indian Money Posting and Control Records
(4854-T3)  Individual Indian Money Duplicate Pasting and Control R.ccords
(4855a-T1) Individual Indian Money Name files

(4855b-TQ) 1IM Magnetic Tape Data for IM Name Files
(4856a-T3) Individual Indian Maney Balance Forward files
(4856b-T3} M Magnetic Tape Data for [IM Balance Forward Files
(4857-T3F)  Cash Collection Files

(4858a-T3F) GCeneral Ledger Detailed fistings

(4858b-TQ} * Mapnetic Tape Data for General Ledger Detailed Listings
(4859-T3F) IIM Deposit ticker files

E ffective immediately, the following records identified by BLA from the 2500 series of the 16
BEAM, Recards Schedule, created by the BIA accounting systems prior to 1992 are also

transferred to OST;

c FIN 2 R :
(25 16-T3 F) Statement of Transacuon (5F-224) Flles

(2517-T3F) Nonexpenditure Transfer Authorization (SF-1151} Files;
(2520-T3F) Journal Voucher Files .
(2521-T3F) Voucher & Schedule of Payment Files

(2522a-T3F) Cash Documents by Appropriation Files .
(2524-T3F) Schedule of Canceled Checks (SF-1098) Files
(25382-T3F) Printout Copies of Certificate of Deposit Files
(2540-T3F)  Advice of Collection Files '

(2542-T3F)  Unappropriated Receipts Trial Balance Files
(2543-TIF) Special Disbursing Agent Files '
(2544-T3F) Trial Balance Files

(2545-T3F) Reconciliation Statement Files
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In addition. other financial trust related recards will be identified at 2 later date for transfer to
OST. These financial records are thase which are not ¢urrently in use, or are beyond seven years
old This also includes other unidentified financial trust records dated prior to 1992 (pee-FFS).
Both parties will work jointly ta ensure proper identification, notification, and transfer of thesa
records ('pon identification and determination that these records are no longer required by BIA
they will be removed from the 2500 senies. OST will then mcludc thesc specific record categories

inits records schedule

Itis recognized by bo;h parties that many of BIA trust records which-are listed as “temporary™
and which are therefare subject to destruction, must be reevaluated regarding their disposition.
These records must also be preserved in perperuity o meet the Department’s fiduciary
responsibility, and for litigation requirements. OST will work with BIA tg provide justification
and negotiate with NARA to assure that records are protected and secured in perpetuity.

Both parties will provide the temporary storage location and complete inventory listing of all
records, to include those removed by the other agency. The inventory list wilt provide the
focation from which the records were pulled.  When applicable, the information must include
copies of all OF -1 15 or other transmittal material, which identifies categories of records, as well as
the number of boxes and/or the amount of cubic fect of records removed from FRCs, Areas,

Agenties, and warehouses to storage locations.

The physical transfer will inciude a transmittal memorandum prepared by the party removing
records and provide an inventory for each shipment per BIA, 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 i3 of the essence, both parties may provide 2 High Level Inventory for each
box. At a minimum, 2 High Level Inventory consists of the genera) description of the types of
documents within the box, the applicable fiscat year(s), and the originating area or agency. For
those baxes received with 2 High Level Inventory, the agency will create a Detailed Inventory,
and provide 2 copy to the BIA or OST s Records Officer,

Both parties agr:e to provide access to r.hmr acnva and inactive records to cnnduct daﬂy
govermynent business. OST has listed a portion of their trust access request from BIA as
Appendix 2. Access shall be made by on-site inspection, review, and copying. Both parties agree
ko provide written notice to the facility director to perform tesearch, pick up or 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 QF-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. 1222 and 1228. A request for access will
describe the required use of the records such as research, copy and other requiremests for the use
of the records. The cost of shipping ar special handling, if required, will be borne by the
requesting agenicy unless both agree as part of the suthotization to provide the service.



Both parties agree tc natify the other at the end of retention periods and/ar of the pending
destruction af trust records. Both agencies agree to offer portions of temporary faderal records
tothe gther 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 Rulfill trust or fiduciary obligations or to support litigation or
settferment wilt be offered. Signatory approval of each official transfer must be acquired from the
agency having custody  Baoth panies will cantinue to transfer permanent federal records to the
National Archives and Records Administration for archival and histotical purposes at the end of
the NARAapproved retetnion tinie petiods; Both partiés will ten inifiate 2’ méthodology to
review the BIA trust related records to determine which of them will be retained for fiduciary

and’or 1rust responsibilities.

Both parties agree to return records in their custody when these records are no longer required to
support the Tribal Reconciliation, litigation or settlement processes. Each party agrees to pay the
cost of shipment, and restoration to the original order of individual files, whenever possible. [f
this is not possible bacause the number and/or the order of records no longer matches the Official
Transmintal forms (SF-135) ar inventory lists, then new accession numbers must be developed.
Bath agencies agree to work tagether to resolve this problem.

Both parties agree that active program recards 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
to authorize transfer, access, or remoaval of the gther party's records from ITAD, FRC's, Areas,
and/or Agencies unless the proper party provides written authorization. .

T_wxi

Update a, 2 : 3 : Both pamcs
agree to estabhsh o) mpanb!e Records Schcdules, wh[ch will cross-index trust records, using
similar numbering formats and/or identifiers for retrieval purposes. Each Record Schedule will
include electroaic database systems shared by both agencies. [n addition, these schedules wAill
address the “Freeze” trust-related records. Notification will be given to GSA, Indian Trust
Accounting Division (ITAD} as to which Freeze categories have been transferred to OST from
BIA Both agzncies will assume responsibility for the Freeze 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 ITAD freeze. Both parties agree that 2 Freeze identification will
remain on the Record Schedules to idemtify Freeze records. These recards may not be disposed
until such time as the Freeze has been lifted,

Both pamcs agre: to establish sepa.rale Records Management Hmdbocks Frecdom of
Information Act (FOTA) operations, and Privacy Act Systems of Records. Both parties agree to
designate FOIA/Privacy Act Coordinators at Area and Agency locations, who will be responsible
for each party’s daily operations. Both parties agree that Records Liaisons will be designated for



program offices at all locations where OST and BIA records are ereated, maintained and
disposed. Both parties agree that access to the other agency's records will be provided on 2
routine basis, and that access 1o Privacy Act System of Recards will be as “routing users” in

accordance with the Privacy Act.

This MOU shall be effective upon the date of signathfe and shall remain in effect unti! amended or
mutually terminated by the Bureau of Indian Affairs and the Ofﬁcc of the Special Trustee For

American Indians.

Both parties must be in agresment prior to ahy amendments, changes or termination of this MOU.

VI. MANAGEMENTOQFFICERS:

In zccardance with the February 11, 1998 memorandum signed by the Deputy Special Trustee
for Operations, OST, and the Acting Director, Management and Administration, BEA, the
Records Management Working Group Co-leaders were established and are listed herein. Each
Co-leader shall designare employees for the workgroup, or 23 team members. These names and
addresses of the Management Officers designated as Co-leaders are:

Mr. Jae Christie Mr, George Gover
Special Assistant to the Special Trustes Director, Office of Information
Office of the Special Trustee for Resources Management

American Indians Bureau of Indiarn Affairs
505 Marquette NW, Suite 1000, P.Q. Box 888 _
Albuguerque, NM 87102 Albuquerque, NM 87103
(505) 248-5735 ' (505) 248-7197
(505) 248-5741 (Fax) {503) 248-7010 (Fax)

VU EINANCIAL INFORMATION:

This MO requires no exchange of funds. .



0. SIGNATURES:
APPROVED AP ACCEPTED FOR THE OFFICE OF THE SPECIAL TRUSTEE:

e /?f/?’

Special Tl}&m: for American [ndtans / , Date’

AFPROVED AND ACCEPTED FOR THE BUREAU OF INDIAN AFFAIRS:

L(L![(M jlfL‘EJirf\' “(: Lt [(- l(l(
Deputy Compnissioner of Indian Affairs P Dhate

::j Date ~ ‘




APPENDIX 1

The primary goal of both organizations js to establish and maintain records management systems
far [ndian records based oa the trust responsibility and fiduciary trust concepts. These systems,
which will include separate Records Schedules, will ensure that trust recards will be preserved in
perpetuity o ensure-the fiduciary trust-accountability of the United-States to the American Indian
tribes and individuals. Other specific goals which will be managed jointly are as follows:

¥

Establish 2 Ioint‘Rccards Management Working Team for all trust records;

Resolve records management issues through the use of shared manpower | and
budgetary resources for all tryst records;

Stabilize and strengthen records management positions within both organizations,
given available budgetary resources;

Develop auditable trust fling systems,

" Use electronic information technology for trust records, which may include

imaging technology,
[mprove records maragement intermal controls,

Develop complementary policies, procedures, operational standards, training and
cvaluation for trust records management;

Automate records schedules and inventories for r:mployets ACoess and research via
the LAN



APPENDIX 2

QST requires access to BIA trust and trust-related records Access by OST will include, but not
belimited ta the following BlA records:

| EXECUTIVE FILES .
(1214-P3} . Long-Range Development Plans
(1215-T3) . Program Evaluation Filas
(1227-P3) Congressionai Investigative Files
(12282-P5} Litigation Case Files

2. ADMINISTRATIVE FILES

(2304-T3F)  Interagency Agreement Case Files

{2306-P3) lndian Self-Determination Grant/Consract Files
(2312-T3IF)  Contract or Purchase Transactions Files
(2853-T3F) Pnrchas: Order Files

3 MMAIED_Q&IAMW

(2220} Integrated Records Management System (IRMS)
distribution work sheets, accounting documents
needed for 2 full audit of trust programs related
to actual distribution of funds; not includiag
ovmership or lease, unless payment is involved.

(250 I a-Tl) . Monthly Tapes of Aczounnng Ma.ster File
(250tb-T4)  Year End Final Tapes of Accounting Master File
(2501c-TO}  Printout Copies of Accounting Master File
(25022-T0)  Pontour Copies of Tribal Appropriations Files
(2502b-T0)  Magnetic Tape Data of Tribal Appropriations Files
(2504a-T3F)  Certificares of Final Settlement Files and GAO

© Settlements - Trust Funds
(2504b-T0)  Periodic Certificates of Sattlement Fifes - Trust Funds
(2505-T6.3) Documents Master File
{2506a-T1)  Daily Input Audit Trail Files
(2506b-T0)  Magnetic Tape Data of Daily Input Audit Tral Files.
{25072~-T1)  Daily Input Register Files
(2507b-T1)  Magnetic Tape Data of Daily Input R.:gxstcr Files
(25123-T4)  Subsidiary Ledger Files
{2514a-T0)  Transaction History Files
(2514b-T6.3} Magnetic Tape Data of Transaction History Files.
(2515a-T3F) Printout Copies of Monthly Journal of Transaction Files
(2515b-T0)  Magnetic Tape Darta of Monthly Journal of Trensaction
Filas



- {2515a-T0)  Other Copies of Monthly Journal of Transaction lecs

(2519-T3F)  Public Voucher (SF-1014) Files

(25226-T0)  Magnetic Tape Data of Cash Documents by
Appropriation Files :

(2522¢-T0)  Other Copies of Cash Documents by Appropriation Files

(2523-T3) Daily Disbursement Report Files

(2526-TIF)  Appropriation Warrant Files:

(2527-TIF)  Fund Distribution Documents

- {25352-12) Printout Copies of Program Planning and Evaluation
Master Files '

(2535b-TQ)  Magnetic Tapé Data of Program Planning and
Evaluation Master Files

(2537a-T3F) Printout Copies of Construction Progress Status Report
Files

(2537p-T0)  Magnetic Tape Data of Construction Progress Status
Repart Files

{2538a-T3F) Magnetic Tape Data of Ceruﬁca.te of Deposit Files

{2539a-T3F) - Paid Voucher Files

(253%b-T0)  Magnetic Tape Data of Paid Voucher Files

{2541-T3F)  Staremnent of Receipts (SF-IUB) Files

(2548.T3) Debt Collection Files

5. SQCIAL SERVICES FILES
(3601-T5) General Assistance Case Files (Related to
: IIM Loans and IIM Holds on Accts)
(3602-T5) Child Welfare Case Files (Related to Minor IIM Accounts)

6. TRIBAL GOVERNMENT FILES

{3707-P3) Tribal Attorney Contracts;

(37112-P5)  Judgment Rolls System Files,

(3713-P10}  Per Capita Payment Records,

(3715-P50)  Enroliment Appeals;

(3717-P5) Judgment Per Capita Appeals. —

7. CREDIT FILES
(4202a-T10) [rldian Loan Case Files

(4302»?3) Enwromncntal Contro! Files

9. FORESTRY FILES

(4401-P10}  Timber Management les
(4418-P10)  Annual Agency Farestry Report
{4419-P10}  Annual Area Forestry Report
(4420-P10)  Timber Traspass

i
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{4421-P10)

Fire Trespass

(4422-P10) Cumulative Forestry Compamiv-: Statements
10 RANGE MANAGEMENT FILES
(4501-P10)  Natural Resource Management Files
(4512-P10)  Water Rights Case Files

- {4515-P10) Herd Management
11, REALTY FILES
(4601-P5) Land Allotment Case & Assignment Records Case Flles
(4602-P5) Land Allotment Case Files
(4603-P3) Land Assignments
(4604.P5) Patents, Fees and Certificates of Competency,
(4606-P3) Land Plat Books
{4607-P3) Land Tract Books
{(4608-T5) Aborted Land Transaction Files
(4614-P2) Acquired Sub-Marginal Land Books
(4617-P3IF) Land Lease Accounting Files
{4618-P5) Indian Land Lease Case Files
(4620-P3) Nation-wide Oil & Gus Bond Files
{4621-P5) Mineral Resources Inventory Agreement Files
(4623-T2) Real Property Insurance Policies
(4630-P3) Heirship Files
(4631-P3) Individual Indian Probate Case Files
(4632-P5) Range Heir Files
(4633-P3) Twenty-Day Case Files,
(4634-P5) Master Land Descniption File

- (4635a~P5) Land Chain of Title Plant Files
(4636-P5) Individual Chain of Tide Files
(46412-PS)"  LRIS Geographic Location Directory
(4642a-P5) = LRIS Reservation Directory
{4643-P5) Indian Land Records
(4644-P5) Indian Trust Land Mortgages
(4645-P5) Restriction Removal Files
12, [RRIGATION AND POWER FILES
(4902-P3) Irrigation Project Planning Case Files
{4904-P3F)  [rrigation and Power Construction Project Files
(4909-T3F)  [rrigation and Power Meter Books
(4910-P3) [rrigation and Water Rights Legal Case Files
{4911-T3F)  Indian Electric Power Utilities
(4913-TQ) Power Customer Billings
(4314-T3JF)  Imigarion/Power Customer Account Ledger Sheets and

Schedules
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DMB No. 1076154

Explration Date: 10/31/2003

Form OTEM 01-004 °

| Individual indian Monies (IIM)

- *sice of Trust Funds Management

w have any questions eall OTFM at: 1~ 888 — 05T~ OTFM {1~888-578-6836) TOLL FREE NUMBER -

Account Set-Up SUpplemén’ta! Information Sheet

4 Account Holder

A riew M account has bean estabished foryou due to: Tl Realty ~ Probate A _
i mrder 16 complets the account set-up, we nead the information zaquested balow. Please complete this torm, sign {Signature’ mast be notarized ora
Department 8f he interior smployee must winess.), date and return in the snclosed envelops,

DI Realty~ Land Sale O Judgement Proceeds 0O Other

NAWE OF ACCOUNT
HOLDER
First

Full Middle Narnz Last Sullix (e.q. Jr)

1 [GTHER NAMES USED
{Miaiden or Also Kaawn As, st}

First

Eull Middle Harme Last Suffix (8.5, Ji.)

TWADEN NAME OF
2 ‘| ACCOUNT HOLDER'S
MOTHER

SOCIAL SECURITY ND.
3 | {Mustcomplete the attached W-5
farm.)

W—— Lt A oo

BATE OF BIRTH oamiooryn
4 {Must altach 8 copy of birth Gerificate
i & minor, under 18 years of age.)

ADDRESS: _
Street Address, PO 8ox, Rural Roule
1 STATEMENT ADDRESS ’ ‘
{The address where your stalement
is mailed.} ApL No., Building Name, Rurai Route Box
City State Zip Code
CONTAGT TELEPHONE
6 | NUMBER(S) { ) )
Number Arsa Code Number

Area Code

campleted if applicable.

7 Prior to disbursements being mada, an Authorization for Disbursement of Funds form must ajso be

SIGNATURE OR
THUMBPRINT (Mus! be eithar
a8 notarized or a Depantment of the
inferior employes must withess.
Complele the bagk of this form.)

9 3 sai

YOUR RELATIONSHIP TO THE PERSDON IN ITEM 118
3 watural or Adoptive Pasenl

Q Legal Guardian (Attach a copy of Court Grder.)

TODAY'S DATE  (MMDDAYY)

1

PRIVACY ACT STATEMENT and PAPERWORK REDUCTION ACT KOTICE

Irvkormiation ¢an e provided only [0 employies whose dubies iequan access. YoU e ol requined [ provide the koMo fequesied o0 7 form thatss subxect 1o te Paperwork Reduyction Acl yakess Iha kit

disiays 3 vaid QMB tontol number

l Toes sfprmteon requsted Go Itk form s secpared kac Bhe puposs o distursing money by 3 fedaral agency. Al ivfmabon prosaded atbxove 1§ prolecied wider e U S Prvacy Act whih slates thal e 9 Azcount




OMB No. 1076-154 Expiration Date: 10/31/2003 Form OTFM 01004

"Individual indian Monies (1IM) Account Set-Up Supplemental information Sheef o

oOffice of Trust Funds Management

1fyou have any questions call OTFM at: 1 BBB ST —OTFM (1~888-»678-8835) TOLL FREE NUMBER

| COMPLETE THE APPROPRIATE SECTION BELOW:

"Fhis sechon must be campleted for all requests. However, fa notary is not available, you must have @ Deparcment of

ther Interioc (DO} employee withess your s:gnature ar thumbprint and the DOI employes must somplete Section 118,

Notary of Account Holder's _ '
11 Signature or Thumbprint STATE OF: County of
On this day .20 ‘
A ’ persenally appeared bafora me and signad tha faregoing instzurmant. And f acknowledga that
hefshe signed the same,
Notary Public Stamp NOTARY PUBLIC Signature Printed Nama of Notary Public
| ) | State oft ~ _ My Comemission Exples:
POt Witness of Account
Holder's Signature or
11 Thumbprin? Printad Name of DO Witnass Tiie & Office Data
B’ Addrasgs: { }_. -
Stresl Address, Apl. Mo, PO Box, Rural Roule Talephona Number
DQ| Witness Signature B _
City State Zlp Cotde
DO HOT WHITE BELOW THIS UNE (FOR OTFM USE ONLY)
RECEIVED BY OTFM Employee: Date;
Signature: Print Name:
IIM ACCDUNT NUMBER

PAIVACY ACT STATEMENT and PAPERWORK REGUCTION ACT HOTICE
The nioerraban tequested tn s rm 1% requved for e purpase of disbursng monett by # lederal sgency, Al imormadon promded dbove 15 podecied undat e U5 Privacy At which stites thal the Bk Actogm|
inlgmmaticn £an be (rovidaa only 10 BMpkyEas whise thuties requice accest  Yow are ned muered [0 Brovide e informabon rEqueied ch 2 B i subreat i e Pagerworx Redueton Act uiiess the frm

i e e v . dhsplays . vahd QM enntrol number,



OMB No. 1076-0154

Expiration Date: 10/31/2003 Faorm OTFM D1-005

M jvidual Indian Monies (IIM) Authorization for Disbursement of Funds

se of Trust Funds Management

) hiave any questions call OTFM at 1 ~ 888 — OST — OTFM {1~88B-578-6836) TOLL FREE NUMBER

i ACCOUNT NUMBER
' 1 arF known) _
MAME ‘
2 OF ACCOUNT HOLDER Firgt Full Middle Name Last Sullix (e.g, Jr)
OTHER NAMES USED X
(Malden or Also Known As, elc.) First Full Middie Namse —— Last 5uffix te.g. Jr,)
3 | DATEOF BIRTH @awoorvy) | ©0%) . 8 j
And SOCIAL SECURITY # = el o ] e s e T e T e e e e,
4 GONTACT TELEPHONE ( ) ( )
NUMEER _ Araa Code Nurmibar Area Code _Humber
PAYMENT REQUEST
B | (Before you compiete this section, ()1 request alt of my UM funds be palkd {o me when the zczount balance raaches the minimum
please read the instnictions on the thieshold amount, DR,
A | back of this form) :
(] request a voluntary hold gr roy UM account funds until | notify you otherwisa,
VOLUNTARY HOLD If & voluntiry hold is raquested in 85 above, #nd you want payments made o you of a thind panty on
'P AYMENT TYPE specific dites plaase complels tha folowing:
Before you complete this seétion
pﬁease r,_’:j m;npmng on the Q one-tirne Disbursermant - | request the followlng smount be paid:
back of this form) Dats Amount
[ schedule paymants of my IM account funds as follaws:
5
o oc o Freguency - -Date{s) " x Arnount
1 Monthly, OR,
Quartary, OR,
D‘Olh_er(weakl‘r. biweekly, elc.)
Payable To:
THIRD PARTY PAYMENT i .
{Complete only if you wani, your Name: Address:
paymeatmade payahies {o other than
the aceount holder)
METHOD OF PAYMENT L) By Check (NOTE: OTFM will send the check to the account address of record unless the payee
{Before you complete this section, ix pther than the account holdaror a direct deposit.) .
Mease read the Instructions on the 0 Direcd Deposit par previously provided nstructions,
G | back of this form, method of | O New or Update Direct Depasit informatian.
paymert indudes both payments for {Altach a veided chack or deposht sifp, 1f neilher s avadable, have your financial instilutian
voluntary holds and third party completn the following infermation.)
- payments,) Rauting Account #: _ .
Name on the Actount: U Checking U Savings
Financiat tnstilution NMame;
Financial institution Address:
YOUR SIGNATURE OR
THUMBFRINT (Must ba aithec
7 natarized or a Depariment of the
Intedor mployee must wilness.
Complete back of form.)
YT I TODAY'S DATE  (MMmDITY)

PRIVACY ACT STATEMENT and PAPERWORK REDUCTION ACT NOTICE

The rformation requesied on s larm 1 Jequired by he putpost of disbursing money by & federal aqency. M ifomation provided sbove is protedisd under the U S. Privacy ALt which siates Bl e 1N Ascount
iamabon £an be povded o0y b0 govermment empioyees whose dufies requwe access. You arg agl rsquired 10 pavide the inbomation requasied on a orm that is subject 1o the Pagerwork Reduclion At ualass
o orrn s plays 3 veiid OME convol numbe




onBe No. 1076-0154 ~ Explration Date: 10/31/2003 ' Form OTFM 01.005

individual Indian Monies (IIM) Authorization for Disbursement of Funds ™~
Ofiice of Trust Funds Management . _ _

COMPLETE THE APPROPRIATE SECTION BELOW:

This section must be completed for alt mquaéts. However, if a notary is not available, you must have a Department of
the tnterior (DO1) employee witness your signature or thumbprint and the DOl employee must complete Section 10A & B8,
Notary of Account Holder's ' )

Signature or Thumbprint STATE OF: Couaty of:
On Lhis day 20, )
2} pesaanally appeared before me and signed Ihe foregoing instrument. And | acknowledge that

haisha signed the sama, .

Notary Public Stamp HOTARY PUBLIC Signature Pantad Name of Notary Fublic
] . State of; My Commission Expires:

00| Withess of Account

Holder's Signature or - - —
1 0 Thumbprint Printed Nams of GOl Witness Title & Office Chate
A Addregs: 3

Slreat Addrss, Apt. No., PO Box, Rural Rouls Talephone Numibar
DO Witness Slgnalu’n:’ Cw. State j Zip Cogs

Verifiable ldentification of
4 Q | Account Holder.
| O Copy Attached
B .
(=.g. Orivers License, State LD.,

Governmant ED., or ‘Tribal 1.0.) TYPE: NUMBER:
' DO NOT WRITE BELOW THIS LINE (FOR OTFM LSE ONLY)
Date: _ Date.
Disbuesument Autherizing Officlal Signature: Signature:
_ Print Name: - Print Name:
INSTRUCTIONS FOR COMPLETING ITEMS & AND 6

itam 8A Check (V) only one hox; .

{.  ifyou check the firsl box, @n avlomatic payment will be mads whenevar the account balance reachas the minimum thresheid,

2. I you check the second box, a voluntary hokd will he placad an your account. This hold will remain on your acsnont until you notity
us in wriling to releasa the hold.- Disbursemants from your account will anty be made In accordance with written aulhorzatian
mceivad from yau,

ltem 5H If you requestad a voluntary hold by checking the second box In 5A, the funds may be releassd in the foliowing manner

1. Wyoucheck the Ona-time Disbursemant bax, & payinent will ba made ts you or & third party for the amount and tate specifiad. It
you warit the payment {o ba mada to a third party you myst complete the Third Party Sedion.

2. #f you check the Schedule Payments box, you may have the funds disbursed to you or @ thind party according to & scheduled
payment pian, f you want tha payrenl to be mada to a third party you must omplete e Third Party Seclion. Paymanis may be
monthly, OR quarterly OR any other imeframe, You must Indicate the exact date(s} and exact doilar smount(s} 1o be made, ey,
pay lo First National Bank $200 on the 15" of sach month, Instructions such as “untii loan is pald ot are NOT accaptabla and
payments will not ba proceasad, If sufficiant funds are In the aczount (ha day that a acheduled payrmant i3 to be made the paymant
wili be made. if suficlent funds are NOT [n the account and therefora unavailabile, the actount will nat be overdrawn and a notice of
non-payment witl ba mailed to the account holder's address of record (statement address), .

3. It you complate the lhird paity payment sactlon (name and address), thig mears the disbursermenl will be mads payabis 1o someons
other than the account holder, Le., the third party.

Htem & Chack [N} only ong box,

1.

If you are requesling a chieck, mall time fram Aibuquerque, New Mexito varies dependent on the destination. The use of the
DIRECT DEPOSIT funclion will place the funds directly into your checking of savings account an the same day a check would be
maiied. in addiion to faster avallability of lunds, direct deposit safeguards against tost, siolen or forged chacks,

2. If you check direct deposit per praviously providad instruclions, this indicates that you have praviously provided OTFM with your
checking or savings account informalion.  Your degosit will be made in accordance with the instructions on file with OTFM.

3, Ifyou check New or Update Qirect Deposit Information, this indicates that your funds will be deposited directly inta a checking or
savings account at the financial institulion of your choice. Check this box if you are changing fnancial ingtitution or the aceoy
number has changed,

4. " If you want a direct deposit and do not have the ceposil slip or voided check, you must obtaln the necessary information from ye
finantial institution. For third party direct pay, you must have that person/panty provide {he necassary nformation,

PRIVACY ACT STATEMENT and PAFERWORK REDUCTION ACT HOTICE
Thie wiliw mahan revesied on this form is requied b the purpose of disbirsng ooy by 2 federal ayency. All frlormadon psided abxve q pratected under Bz U5, Privacy Act whith states thal the 1 Accnont
whimalen £34 ba provided only 10 governmest smployses whose tubes s acTeas. You e nod ipquired To mawde the ivormeson requesiad on i imn Al is Subrect 10 tha Paperwork, Rituciod Act phiaxs
e ke displzys 3 vabd OMEB conives et

s



OMB No.: 1076-0154 Explration Date: 10/34/2003 Form OTEM 01.006

Individual Indian Monies (IIM) CHANGE OF ADDRESS REQUEST
se of Trust Funds Management : ; <
4 have any questions call OTFM gt 1 -~ 888 - OST -~ OTFM (1-888-678~6836) TOLL FREE NUMBER.
"FORMIS TO BE USED TO CHANGE YOUR STATEMENT ADDRESS AND/OR THE ADDRESS WHERE YOUR ™ | -
oK WILL BE MAILED, Jf 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 lIM Autharization for Dishursement of Funds Form. e

M Azcount No. (IFxnown,)
4 | OR Trbal Enraliment No. {If known) |
OR Leave Blank
NAME
OF ACCOUNT HOLRER |
First. _ Fuli Middie Name L ast Sultix {80, Jr)
2 1, 5
OTHER NAMES USED
Maidan OR - Firsl Fyll Middle Nama Last Suffix (a9, Jr)
| Alxo Known As, etc.}
‘ Eirgt Fuli Middle Name Last _ Suffix (2.0 Jr.)
STATEMENT ADDRESS CHANGE (The address where your STATEMENT will be mailed )
FROM (Otd Address) : " TO (New Address)
ADDRESS:., . _ ADDRESS:
3 i Street Address, PO Box, Rural Raute Box Steset Address, PO Box, Rural Roule Box
: At No., Buliding Name ' ARL No., Building Name
Eity State Zip Code City State Zip Code

CHECK ADDRESS CHANGE (The address whers your CHECK will be malied.  Complate only if the address is different from your
staterrent address.)

ADDRESS;
3 Mark this box if the check(s) ars to be maiied Lo same g = :
4 address 35 5 arts n rumber 3 above. Stroet Address, PO Box, Rural Route Box

Apt. No., Buiiding Name

City State Zip Code

DATE OF BIRTH {MWDDAYY)

& | SOCIAL SECURITY NO, e -

.‘,' CONTACT TELEPHONE

: 4 )
HUMBER(E) Arsa Code Number (Area Cﬂ)daa Number

YOUR SIGNATURE

OR THUMBPRINT Must be
githor notarizad DR a Depattmeant
of the Interjor Employze must
witness, Complete the back of
this form.

YOUR RELATIONSHIP TO THE PERSON IN ITEM 1 1S:
9 0 set {J custodial Parent 1 Lepal Guardian

DATE SIGNED (MMDDAYY)
! .

PRIVACY ACT STATEMENT and PAPERWORK REDUCTION ACT HOTICE

The-akematon requested on s fonm 1§ requied R e purpask of disbarsing monay by 3 Fadaral jendy. Mnkimation pvided above i protetted under the U § Privacy Act wiich Slaies that the ik
Atzount isfarmaban £an be provided Sy 1 governman! smiployees whota dubes redurn access. You 3m ot rquired b provide M snfotmabon requested 0n 3 o Mat i subject 16 he Pacarwork Reducnen
L Actunless the fom displags i vaid OMS contref nunber, )




DMB No.: 107’6-0154

Expiration Date: 10/31/2003

Form OTFM 01.006

individu‘ai Indian MOni’es (hm) CHANGE OF ADDRESS REQUEST
Office of Trust Funds Management
If you have any questions call OTFM at: 1- BBB OST -~ OTFM (1488-678«&836) TOLL FREE NUMEER

| COMPLETE THE APPROPRIATE SECTION BELOW:

This section must be compieted for all requests. However, It 4 natary is not avaliable yau must have @ D Department of

the Interior (DO)) emplayee witness your signature or thumbprint and the DO} empioyee must complete Section 13A & 8.

Notary of Account ]
Holder’s Signatura or STATE OF; County of.
Thumbprint On this day L300
personally appeared before ma and l!gnad :he Toregoitig instrumant, And | acknowledge that he/she
1 1 signad the same,
NOTARY PUBLIC Signature Prnted Name of Notary Bubfic
Notary Public Stamp State ol My Commission Expires:
DOIWithess of Assount
| Holdar's Signature or - . —
2_ 1 Thumbprint Printed Name of DOl Wiiness Title & Office Date
12 :
| Adriress: : ()
A Streel Addresz, Apt. No., PO Box, Rurai Route Telaphotie Numbar
DOI Wiiness Signature - City TEtate Fio Code
42 | Verliiable Identification of
Account Holder.
B | Q copy Attached
{e.0. Drivars License, State 1.D., TYPE: NUMBER;
Gavernment 1,0, or Tribal LD

DO HOT WRITE BELOW THIS LINE (FOR QOTFM USE OMLY}

REC.ENED B8Y OTFM Employee:

Data;

Signature

Prin} Name:

PRIVACY ACT STATEMENT and PAPERWCHRK REDUCTION ACT HOTICE
Fhg information requesied on e form s requred lor the purpose of desturng money by ¥ Federal agency. AN inkormadion provided above 1% protected wnder ihe U.S. Privacy Al which ttaes thal e IV
Account intormakan ¢an b provaded Only 10 GovermMent Empkopets whts dubrs fequird Ceas, You e nol requifed 1 prida e inkrmaton requissted o0 # form. 1al s Suject o e Faserwork Redyebon
Actunmess the ke daplays 3 valid D8 coatrg! sumbat




Research Request

OFFICE OF SPECIAL TRUSTEE FOR AMERICAN INDIANS
| (OSTAI) |
OFFICE OF TRUST RECORDS (OTR)

Branch of Research & Analysiz
1557 Mercantlle NE, Suitz C
Albuquerque, N 87107
505-816-1400  FAX: 505-816-1420

REQUESTER INFORMATION:

Date: First Name; Mz Last Name:
RIA - OTFM Olfice: ' Address:
Emaii: Triephone: Fax

Rnrﬁ;_ucstur’s Organizadon: (Cheek One)

™ OTFM T OTR [T O8T ™ BIA 7 Other
DOCUMENT(s) REQUEST INFORMATION;: ‘
Account Last Name « Tribe Name Actdaont MI; ; Actonnt First Name:

mt Mumbers
Orfice/Agency where Record Inttiated: ' Documen| Date or FY:

Document Type Or Deseriptlon:

Docoment Number i Applicable: Bollar Amount If Applicable;

Requester's Skgnature: FISO/RTA or OTFM CO Supervisar verification required for BIA, Tribal, and compiee folder
contents, Printed Mame & Sigaature:

ADDITIONAL INFORMATION:

ne Privacy Actal 1974, Public Law 93.579, Titfe 5 USC Section §52a. No agency shall disclose amy record which is contained in a system of records by any
nesns ol communication 10 any person, or to another agency, except pursuant to a writien vequest by, or with the prior written consent of, e Individwal to
=t the recurd pertalns, uniess disslosure of the record would be ~(1) to those oflicers and employces of the sgeney which maintaing the record who have o
¢ the record in the performance of their dutles.... Criminal Fenalties, - Any officer or employee of an agency, who by virtue of tis employment or
position. has possession of, or access to, agency records which tontain individually identiflable information; the disciosure of which Is peobibited by
v .cotion or by rules or regulations established thereunder, and who knowing that disclosure of the speeific material is so prohibited, willfulty discloses the
material In any manner 0 any person or agency not entitled to receive it, shall be guitty of & misdemeanor and Aned not more than §5,000,

Revised June 2002
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APPENDIX G

United States Department of the Interior
Bureau of Indian Affairs
Agency Name
Address
City State Zip Code

NOTICE OF INTENT TO RESTRICT YOUR IIM ACCOUNT

Certified Number: XXX

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 you 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, 4gency 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 attorncy 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 115.107. See the enclosed
copy of 25 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, 4gency Name

Enclosures: 25 CFR, Part 115.600 Subpart E

CC: Office of Trust Fund Management



Person Name
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 1
GENERAL PROVISIONS (PREAMBLE)

Purpose. The federal government 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 of Individual Indian Money (ITM) accounts and
the distribution of judgment funds.

The Office of the Special Trustee for American Indians (OST) was created pursuant to the American
Indian Trust Management Reform Act of 1994 (Trust Reform Act), Pub. L. 103-412 and the
Secretarial Order 3197 of February 9, 1996 to perform all financial trust service functions for Indian
trust 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 frust responsibilities to
Indian tribes and individual Indians. The Office of Trust Funds Management (OTFM), an office
within the OST, is responsible for accounting for and reporting trust fund balances, providing
adequate controls over receipts into and disbursements from accounts, investing trust 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 that recognize the role of Indian 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 OTEFM’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

that 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 DOJ 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



INTERAGENCY PROCEDURES HANDBOOK: MANAGEMENT OF TRUST FUNDS DERIVED
FROM ASSETS AND RESOURCES ON TRUST AND RESTRICTED INDIAN LAND

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 trust 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 [IM
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 of trust funds derived from assets and resources on trust
and restricted Indian land, In the event of any conflict between any provision or interpretation of this
Handbook and any provision of the Trust Reform 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 Trust Reform Act and applicable regulations. The Department
does not intend for this Handbook to reinterpret the provisions of the Trust Reform 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 rule-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 Trust Reform Act (see Appendix A), the applicable
regulations, and these procedures will act in accordance with the letter, spirit, and intent of the Trust
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 Trust Reform Act is incorporated
into this Handbook. Any amendments to the Trust 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 trust 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 Trust Reform

Act or the regulations. In this Handbook references to the Trust 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 trust fund management issued by the BIA and the OST, unless they are consistent
with the Trust Reform Act, regulations, or this Handbook.

Authority. This Handbook is issued jointly by the Assistance Secretary-Indian Affairs and the
Special Trustee under the authorities for the BIA and the OST.
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Background. This section discusses the BIA and the OTFM responsibilities regarding approving
and certifying trust program transactions. It is the BIA's responsibility to approve accurate trust
transactions (i.e., contracts, deeds, ete.) 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 certified payment
transactioh and requests for disbursement. It is the OTFM's responsibility to verify the accuracy
of the BIA submissions and to process payment transactions and requests for disbursements in
accordance with submitted instructions. Approval or disapproval of the transaction is based on a
review of available supporting documentation and payment 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
of funds to or from a tribal or [IM account and, where necessary, verifies that relevant
documents are signed by the proper tribal officials. All employee signatures must include the
‘employee’s title and business phone number.

OTFM Official's Signature indicates his/her approval to process the request submitted by the
BIA for deposit, withdrawal, transfer or disbursement of funds to or from a tribal or IIM account.
The OTFM approval of the processing of payment transaction and/or requests for disbursement
is contingent on the accuracy of documentation supporting the payment transaction and/or
requests for disbursement. All employee signatures must include the employee’s title and
business phone number.

Procedure,
Responsibility Procedure
BIA 1. BIA Officer-in-Charge approves the trust program
transactions by signing the contracts, deeds, rights of way,
elc.

2. BIA Officer-in-Charge certifies the accuracy of
documentation supporting and/or justifying histher request
to process the corresponding payment transactions or
requests for disbursement,

3. Submit to the OTFM a copy of the relevant pages of the
approved trust transactions and the certified payment
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transactions or requests for disbursement for OTFM
approval and processing.
OTFM 1. Receive and review the certified payment transaction or

request for disbursement to ensure it meets the OTEM
guidelines and a copy of the corresponding approved frust
transaction from the BIA.

NOTE: Below are the thresholds for approval authority:

Dollar Threshold: Approving Official:

Up to $10,000 IIM Account Technicians
Up to $100,000 Trust Accountants

*Up to $1,000,000  _ Division Chiefs, Financial

Trust Service Officers, and
Tribal Account Managers
Unlimited Director and Deputy Director

*With concurrence of the Directar or Deputy Director or

designated staff for payments exceeding one (1) 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 time frames any disapproved trust
fund transaciions (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 frust fund transaction with
comments within the established time frames (i.e., request
for a check disbursement time limit of one (1) business day,
account maintenance not to exceed three (3) business days,
etc.).

e ‘LDereted: 0
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