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Questionable Land Acquisitions Totaling $12.6 Million Due to Inadequate 
Appraisals 

The Departnient of Marine Resources (DMR) of the State of Mississippi (State) receives Coastal 
Impact Assistance Program (CIAP) grants to acquire and conserve real property. The Bureau of 
Ocean Energy Management, Regulation, and Enforcement (BOEMRE), which adniinistered 
CIAP through fiscal year (FY) 201 1, required that appraisals of real property meet the "Uniform 
Appraisal Standards for Federal Land Acquisitions" (UASFLA). As of January 2012, DMR and 
four of its subgrantees-the Cities of Lucedale and Pascagoula, the Land Trust for the 
Mississippi Coastal Plain (LTMCP), and the Lynn Meadows Discovery Center (LMDC)-had 
acquired or were attempting to acquire 14 parcels of land under grants provided by BOEMRE. 
We reviewed the 14 appraisals associated with these acquisitions. 

Wit11 the assistance of a Federal appraisal expert from the Office of Valuation Services (OVS) of 
the U.S. Department of the Interior (DOI), we identified 15 key UASFLA requirements and best 
prac.tices--ranging from the requirement to ensure aniis-length transactions to standards 
governing the analysis of comparable sales-that could impact the appraiser's estimation of 
market value. None of the CIAP appraisals fi~lly met these criteria; each appraisal contained at 
least four deficiencies (see Table 1) .  
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Legend : 
A: Arms-Length Transaction Not Ensured Due to Potential Conflict of Tnterest 
13: Large Disparities between Tax Assessors' and Grantees' Appraisals 
C: Questionable Analysis of Higliest and Best Use 
D: Iniproper Extraordinary Assu~iiptio~is - E: Inadeq~iate I~~vestigation and Consideration of Sales History 
1': Disrcgard for the Sales Cornparis011 Method of Appraisal 
G: I~nproper Application of the Cost and/or Income Capitalization Methods of Appraisal 
H: Unexplained Zoning Differences between the Appraised Property and Comparable Sales 
I: "Verification" of Co~nparable SaIes Prior to the Sale Date 
J: Ilnproper Use of Sales to Governments and Nonprofits as Coliiparables 
I<: Uns~ippo~-ted and Inco~isistent Quantitative Adjustnlents to Coniparable Sales 
L: Improper Qualitative Analysis of Co~iiparable Sales 
M: Stale Appraised Values and Coniparable Sales 
N: Improper Valuation of Fixtures 
0: Reliance on the Seller's Appraisal 

Table 1.  S~~niniary of CIAP land appraisals that do not ~iieet Federal standards. 

Arms-Length Transaction Not Ensured Due to Potential Conflict of Interest. DMR 
purchased tlie Pascagoula (Hebert) property fro111 tlie parents of the director of its coastal 
management and planning office. This eniployee administers DMR's use of CIAP funds. 
According to UASFLA, "it is imperative" that appraisals and Federally-funded land acquisitions 
be based 011 market value (sections A-9 and B-2). In addition, "[slales between me~iibers of a 
family or closely related business entities are not arms-length transactio~ls . . . they liiay involve 
other factors than market value considerations. . ." (section B-4). 
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Large Disparities behvcen 'I'ax Assessors' and Grantees' Appraisals. UASFLA req~~ires 
appraisal reports to state tlie value of the property that local officials Llse for tax purposes,(section 
A-1 3g). In 13 of 14 instances, property values determined by CIAP appraisals vary draniatically 
fiom tlie vali~es assigned by County tax assessors. Five pl-operties appraised at least 1,000 
percent higher for CIAP purposes than for tax assessment purposes (see Table 2). Our OVS 
appraisal expert informed LIS that tax assessors' valuations can vary widely fro111 appraisals 
conducted i~nder UASFLA, depending on tlie appraisal niethod required in each tax assessor's 
jurisdiction. He also noted, however, that the disparities we found are ~lnusr~ally l a r -  and 
therefore warrant an explanation in the appraisal reports. None of the CIAP appraisals address 
these differences. 

Table 2. Percentage difference between appraisals for CIAP grants and County tax assessments. 

Ilisparities Between Appraisals Conducted for CIAI' Grants and 

Questionable Analysis of IIigllest and Bcst Use. One oftlie lirst steps in  the appraisal process 
is to deterniine tlie highest and best rise (HBU) of tlie s ~ ~ b j e c t  property-the property being 
appraised. HBU represents the most profitable use for which tlie property is adaptable and liltely 
to be needed in the reasonably near future. After determining HBU, appraisers use co~~iparable 
properties with tlie saliie HBU to estimate the value of the subject property. Even thoi~gh 
UASFLA considers tlie determination of HBU as one of'the most important eleriients of  tlie 
entire appraisal process, CIAP appraisals contain numerous examples of questionable IHBU 
analysis and application. 

Eight CIAP appraisals either (I) do not report tIBUs for all co~uparable sales or (2) use 
coinparable sales with HBUs different from the sc~bject property's. According to 
UASFLA, it is fi~nda~iiental that all comparable sales Iiave the saliie economic NBU as 

Percell Page 
Difference 

184% 
5 87% 
207% 
355% 

1,121% 
I ,048% 
1,611% 
1,669'76 

11% 
782% 
132% 
3 12% 
187% 

2,5 14% 

3 

FOR OFFICIAL USE ONLY 

CIAP 
Appraisal 

$1,300,000 
1,260,000 
4,050,000 
1,220,000 

1 30,000 
380,500 

32,500 
1,250,000 

195,000 
5,250,000 

465,000 
835,000 

25,700 
342,000 

County Tax 

Land Tract 

Charnley-Norwood 
Nanover Point 
Harbor Landing 
Lynn Meadows Discovery Center 
McNeil Property 
Moral1 Site 
Moss Point 
Old Fort Bayou 
Pascagoula (Hebert) 
Pass Christian Beach Front Park 
Point Park 
Reynolds (Beach Front Drive) 
Reynolds (Rod and Reel Road) 
Wolf River 

Assessor's Appraisals 
County 'I'ax 
Assessor's 
Appraisal 

$457,320 
1 83,400 

1,320,050 
268,180 

10,650 
33,132 

1,900 
70,680 

175,790 
595,125 
200,470 
202,840 

8,970 
13,085 



tlie property under appraisal (section A-17). Co~nparable sales that do not meet this 
standard are not truly con~parable to the subject property and sliould not be considered in 
UASFLA appraisals. 

Five CIAP appraisals list multiple HBUs for the subject property or tlie comparables. For 
example, the Wolf River appraisal does not settle on a single N B U  for the subject 
property, but presents three possibilities. Siniilarly, the Moss Point appraisal lists nii~ltiple 
f-IBUs for tliree of tlie fo~lr  cornparable sales ~ ~ s e d  in that report. According to UASFLA, 
however, "each potential use must be niust be analyzed in ternis of its physical 
possibility, legal permissibility, financial feasibility, and its degree of profitability. That 
use which nieets the first tliree tests and is the ~iiost profitable use (i.e., I-esults in the 
highest value) is the propcrty's highest and best use" (section B-3). Multiple HBUs 
cannot logically represent the most profitable use. 

Four CIAP appraisals assert tliat asseniblage-the practice of combining two or more 
land parcels under a single ownersliip-represents NBU of the subject property or the 
con~parable sales. According to UASFLA, however, "the appraiser's estiiiiate of highest 
and best use must be an economic use [original emphasis]" (section A-1 4). A June 22, 
2005 article entitled "Disassembling Assemblage," published by the Appraisal Institute- 
a global association of nearly 23,000 professional real estate appraisers-echoes this 
sentiment. The article states: "Unfortunately for 11iost property owners, the actions of the 
adjoining property owners cannot be dictated. If they could, the highest and best use of 
every property would be for the adjacent property owner to purchase it [for assemblage 
purposes]. An absurd extension? Many asseniblage conclusions are just as absurd." The 
Federal appraisal expert we consulted also arg~led against asseniblage as an HBU, stating 
that asseniblage does not demonstrate a specific, econoniic use of land. 

UASFLA states that a proposed HBU cannot be the use for which a government is 
acquiring tlie property unless the appraiser can demonstrate a prospective and 
competitive demand for that use. Furthermore, the standards note that HBU "is driven by 
econoniic considerations and market forces, not by public interest," such as the 
establishnient of parks or public space (section B-3). The appraisals for tlie Cliarnley- 
Norwood, Moran, and Moss Point properties, Iiowever, do not adhere to these 
requirements. For example, the Moss Point appraisal states that the silbject property's 
I-IBU is to remain "in its current state of being u~iiniproved"-the very reason LTMCP 
acquired this parcel. 

Improper Extraordinary Assumptions. Extraordinary assumptio~is presume as fact otherwise 
uncertain inforriiation about physical, legal, or econoniic characteristics of tlic property being 
appraised. UASFLA statcs that an extraordinary assumption "niay bc used in an assignment only 
if it is required to propcrly develop crcdible opinions and conclusions; the appraiser Iias a 
reasonable basis for the extraordinary assi~~iiption; use of the extraordinary assu~nption results in 
a credible analysis; and the appraiser cornplies with disclosure requirements . . ." (section D-3). 
Of the 14 CIAP appraisals, however, I 1 are based on extraordinary assun~ptions tliat could affect 
the appraisal results and should have been investigated further. 
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*: 
For instance, the appraisal of the McNeil Property indicates the possible presence of wetlands, 
wliicli could affect the property's market value. The appraisers, Iiowevcr, did not resolve this 
i s s ~ ~ e  by obtaining expert advice: "l'lie value opinion(s) assumes some impact on value because 
of 'Section 404 wetlands,' as defincd by the U.S. Army Corps of Engineers. We liave gathered 
information regarding hydric soils . . . ~iierely to point out the possibility of the presence of some 
wetlands at the s~~bjec t  property and on the comparable sales. However, we are not experts in tliis 
field and urge the client to seek the advice of an expert to determine any potential impact of 
wetlands on the property." The appraiser of flie Hussey property also en6ountered possible 
wetlands but called his estimates "guesses at best." In spite of these statements, we found no 
evidence tliat tlie appraisers or the CIAP recipients fi~rtlier analyzed the wetlands issue before 
acquiring these properties. 

Inadcq~~ate Investigation and Considcrittion of S:11cs IIistory. UASFLA states that "[plrior 
sales of the same propcrty, reasonably recent and riot forced, are estl-cmely probative evidence of 
markct value" (section B-5). The standards also require appraisers to report all sales of the 
subject property within the past 10 years. if no sale occurred within that timefiame, appraisals 
must indicatc the last sale of tlie property, irrespective of date (section A-1 3e), since Federal 
courts liave considered sales up to 14-years-old as relevant in determining ~iiarltet value (section 
B-5). Prior sales history, however, is not fully reported in 10 ofthe 14 CIAP appraisals. For 
example, tlie April 2010 appraisal of  Harbor Landing notes tliat the property had been sold in 
March 2002 for $675,000. Even i110~1gh this sale occurred only 8 years prior to the CIAP 
appraisal, the appraiser discounted it i l l  his analysis "[dlue to its occurrence several years in the 
past." This standard is particularly relevalit, given that the appraiser's valuation of Harbor 
Landing totals $4,050,000, an appreciation of 600 percent over 8 years. 

Disregard fbr the Salcs Comparison Method of Appraisal. Under tlie sales comparison 
approacli, appraisers see]< recent, ~lnforced sales of co~iiparable propel-ties to determine the 
market value of the subject property. The Federal appraisal expert we consulted stated that in his 
30-plus years of experience, he liad never seen an appropriately supported appraisal that did not 
eniploy this metliod. Section B-4 of UASF1,A reinforces tliis view by stressing that tlie sales 
coniparison approacli is-- 

"the best cvidence of marltet value"; 
"too ofien . . . over-shadowed by the time, attention, and detail given to other less reliable 
approaches to value"; 
a  neth hod that s h o ~ ~ l d  not be lost "among other evidence concerning what the COLII-~S often 
view as less reliable approaches to value"; and 
"the most easily understood approacli to value, [wliicliI ofien develops the most 

acccptable and convincing cvidence of the market value of the propcrty to both tlic courts 
and the parties to tlie transaction." 

The appraisal for Harbor Landing, however, states that comparable properties were not available. 
Instead, the appraiser ~ ~ s e d  (1) tlie cost approach, in  wliicli the market value of bare land is added 
to the depreciated replacement cost of improvements and (2) the income capitalizatio~i approacli, 
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in \vli~ch net income produced by the property is divided by a capitalization rate. UASFLA 
caulions against reliance on these methods by noting that the cost approacli is "oftcn the least 
reliable approacli to v a l ~ ~ c "  (section A-16). Furthermore, the income capitalizat~on approacli "can 
reach wonderland proportions" and "often requires the appraiser to use a niyriad of factors and 
variables, the accuracy of which cannot clearly and easily be demonstrated by direct market 
data" (section B-7). 

Impropcr Application of the Cost and Jnconle Capitalization Methods of Appraisal. 
UASFLA states that the age-life method of cilci~lating depreciation1 under the cost approach is 
to be avoided; instead, the brealtdown' and market extraction niethods3 are prefen-ed (section A- 
16). To calculate depreciation using tlie two preferred methods, the appraiser niust determine tlie 
construction costs of any buildings being acquired. According to tlie Harbor Landing appraisal, 
however, tlie boat storage facility and marina on that property are "so specialized" that the 
appraiser c o ~ ~ l d  not estimate construction costs. Therefore, lie employed tlie age-life method to 
develop the depreciation rate. UASFLA also notes that "consideration should be given to 
retaining tlie services o f a  contractor or professional cost estimator to assist in developing the 
reproduction or replacerlient cost estiriiate" (section A-16), but the appraiser did not obtain any 
assistance. 

Detertilining the niarket rent of a property is of ut~nost importance when using tile income 
capitalization approacli because under UASFLA, only rental income-not inco~iie produced 
fiom a business enterprise conducted 011 the property-may be considered (section B-7). The 
standards fi~rtlier state tliat currcnt rent is often tlie best evidence of marltet rent and that "tlie 
appraiser shoi~ld attenipt to obtain at least the last three years' historical income and expelisc 
statements for- thc property" (section A-18). Even though the sellcrs of Harbor Landing received 
incomc fi-0111 renting boat storage space, the appraiser disregarded this inforniation because the 
sellers' financial records "appeared to be somewhat inconsistent." Tlie appraisal does not discuss 
the nature of these inconsistencies, and contrary to UASFLA, it includes no data on actual rental 
income (section A-I 8). Instead, the appraisal improperly considers ~io~i-rental income to estimate 
the property value. 

IJncxplaincd Zoniug Differences betwcen the Appraised l'roperty and  Comparable Sales. 
When selecting comparables, the appraiser sliould select sales that have the same or similar 
zoning as the propel-ty being appraised. If zoning differs, tlie appraiser ~i-~ust reconcile dissimilar 
provisions of tlie zoning ordirianccs, incli~ding "lot area require~ncnts, b~~i ld ing  setback 
requirements, floorlarca ratios, lot coverage ratios, off-street parking, landscaping requirements, 
height li~iiitatio~is, treatnient of preexisting, nonconforniing uscs, and treatment of 
 ionc conforming uses that became nonco~ifoniiing aAer adoption of the zoning ordinance" 

I l'he age-life mcthod ofdeprcciation requires multiplying the replacemelit cost o f  the property by the ratio of the 
' 

property's ell'ecti\,e age (the age considering wear and tear) to its economic life (the expected period thslt the 
property \ \ i l l  PI-ovide benelils). 

The breakdown ~iielliod o f  depreciation requires estimating the dollar amounts for each cause of  depreciafion-the 
property's physical deterioration, fu~ictio~lal obsolescence, and economic obsolescence-and adding tlieni together. 
' Tlie market extraction method of depreciation equals the reproduction or replace~nent cost of tlie property less the 
vnluc contribution of its iniprovernents. 
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(section D-6). -Illis principle is significant, since I-113U of the subject property co~tld be i;.* 

~~~iallowable iinder tlie zoning ordinances in  effect for the comparable properties. In such cases, 
tlie parcels woiild not truly be comparable. 

The 14 CIAP appraisals detail 80 comparable sales. In 43 instances (54 percent), tlie appraisals 
either (I)  report no zoning information for the comparable sales or (2) do not demonstrate 
\vlictlier the coniparable sales and thc subject property c o ~ ~ l d  share h e  salne tlBU despitc being 
located in different zoning areas. For instance, tlie Reynolds (Beach Front Drive) property is 
zoned as R-I A, special apartment use districl. Co~iiparable sales are zo~ied as C-3, highway 
commercial; R-B, residential business; B-3, business hospitality; and RM-I 0 (no description 
given in tlie appraisal report). The appraisal does not csplain wlicther the Reynolds property's 
H B U  woi~ld be allowable in  all of these zoning areas. 

"Vcrificafion" of Colnparable Sales I'rior to thc Sale Datc. According to IJASFIA: "It is 
iriiperative to verify sales aniounts [of comparable properties] and to ascertain whether t e r m  and 
conditions of a sale were conve~itional and ~ ~ n d c r  open competitive market conditions. This 
rccl~iires interviews and discussions with tlie seller, the buyer, the closing agency, or the brokcr 
Iiandling the transaction. . ." (section 8-4). Verification is important because ~~nconventional real 
cstate sales c o ~ ~ l d  i~ivolve tlie sale or trade of equipment, vehicles, or other property. Such sales 
co~ild r e s ~ ~ l t  in a price not reflective of market conditions. 

'l'he appraisals for the LMDC and Moran sites use a number of co~nparable sales to estimate the 
value of those properties. Wc noted, however, that the appraiser contacted individuals 
lanowledgeable of these properties before their sales prices were finalized. For instance, tlie 
appraiser for LMDC "verified" two colnparable sales in August and Noveniber 2005. The 
comparables, however, were actually sold months later, in January and February 2006, 
respectively. 

Improper Use of Sales to Govcrn~nen ts and Nonprofits as Comparables. TIie appraisals for 
the Cliarriley-Norwood, Moran, and Reynolds (Rod and Reel Road) properties use sales to 
government entities and environmental organizations as cornpal-ables. UASFIA, howevcr, calls 
this practice "suspect," since govcr~iments are not constrained to follo\v market r~iles, and 
cnvironmental organizations, \?/hose goals are ~~sual ly  land conservation, are not driven by 
typical market forccs. 'The standards note that these types of coniparables arc allo\vable only if a 
scarcity of private market data otherwise ~iiakes estimating niarket value impossiblc; UASFLA 
also oc~tlines a process that appraisers must follow before such sales qualify as valid 
comparables. When sales to government entities are used as comparables, appraisers should 
csa~nine tlie legislation authorizing the purchases and tlie relevant appraisals to determine if the 
salcs represented market value. When sales to nonprofits are ~ised as comparablcs, appraisers 
should dctcrmine \vlietlier ( I )  the sales were based on conipeterit appraisals that considered the 
principle of economic I-!DU, (2) the nonprofit toolc any tax write-offs, and (3) tile purchases were 
rnipacted by tlie pcndency of ally government prqjects (scction D-9). None of the CIAI' 
appraisals address these requirements. 

Unsupported and Inconsistent Quantitative Ad,jnstnients to Comparable Sales. Comparable 
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sales inevitably differ fro111 the subject propcrty in a nrr~iibcr of ways. For example, a comparahk 
could havc an ocean view, while the subject propcl-ty does not. Such fcatrrres iricreasc or 
decrcase the value of  con~parablc salcs, and i~nless appraisers adjust for thesc differences, they 
could overstate or understate the valirc of the subject propcrty. According to UASFLA: "-I'lic 
p~cferrcd method of  adjusting comparable sales is throi~gli flie usc of qi~antitative [specific dollar 
or perccntagel adjustnicnts whencvcr adequate niarkct data exists to srrpport them" (section A- 
17). 'I'lie 1-cderal appraisal expert we consulted explained that quantitative adjust~nents shor~ld be 
supported by verifiable data rathcr than the appraiser's knowledge or opinion of ~iiarkct 
conditions. 

I Of tlie 14 appraisals we reviewed, 9 do not adequately support quantitative adjustments of 
coniparable sales. For instance, in tlie report for the McNcil property, the appraiser adjc~sted the 

I pricc of three co~nparablcs by 15 percent due to size differences. The appraiser, howcver, did not 
calculate the specific amount of  this adjustnient using market data; he appeared to cstiniate the 
15 percent figure based only on his experience. 

One appraiser inconsistently adjusted comparable sales. As noted above, comparable sales in the 
McNeil report were adjusted due to differences in acreage; the largest comparable (40 acres) is 4 
times larger than the sniallest (9.7 acres). Approximately 7 months later, the same appraiser 
valuated the Charnley-Norwood property but did not adjust any co~iiparable sales for size. We 
noted, however, that the largest coriiparable (1 50.2 acres) is 385 times larger than the s~nallest 
(0.4 acres). In another instance, the appraiser for Wolf River adjusted co~nparable sales for time 
spent on the niarket; the difference between the longcst t i~nc (707 days) and shortest tinie ( 1  12 
days) eqi~als 595 days. Tlie same appraiser, however, worked on the Reynolds (Rod and Reel 
Road) report. Tlie coniparables fbr that parcel were on tlie market between 103 and 2,160 days, 
Ibr a difference of  2,057 days. None of those comparables, however, were adjusted for this 
sizeable difference. 

Improper Qualitative Analysis of Comparable Sales. When quantitative adjustments are 
i~iipractical due to a lack of market data, UASFLA allows appraisers to adjust comparable sales 
qualitatively (section A-1 7). Using this mctiiod, the appraiser deterniines whether Ilie cli~alities of 
each comparable sale render it inferior or superior to the property bcing appraised. For cxample, 
if water and sewer are available at the sub.ject property but the comparable lacks these basic 
irlilities, tlie comparable woirld likcly be considered the inferior property and adjusted 
accordingly. 

According to UASFLA: "[Ilt is essential that the comparable sales utilized inc l~~de  both sales that 
are overall superior and overall inferior to the property being appraised. If this is not done, the 
appraiser will have merely demoristraled that the [subjcct] properly is worth inore than a certain 
a~noilnt (if all of the sales are inferior to tlic si~bject property) or less than a certain ariioc~nt (if all 

, of tlic sales are supcrior to the subjcct property)" (section A- 17). Tlie appraiser valuating the 
lieqnolds (Reach 1-ront) and Lynn Mcadows propertics did not adhcre to this principle. The 
rZcynolds appraisal includcs comparables that are inferior to the subject but 1iolie that are 
superiol-; the Lynn Mcadows appraisal, on the otlier hand, uses a superior comparable but none 
that are inrerior. 
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Stale Appraised Values and Comparable Sales. UASFLA states that "[als a general rulc, the 
property being acq~~ired slioi~ld be valued as of the ti~iie of the acquisition, or as near that time as  
is possible" (section B-3). The appraisal for the Wolf River property, however, is dated nearly 
3% years prior to DMR's reccipt ofthe grant to purchase this tract. UASFLA also notes that 
compa~-able properties "reasonably near the tinie ofacquisition are the best evidence of market 
value. . .I' (section B-4). Contrary to this standard, fo~lr coniparables from tlie Point Park 
appraisal \yere sold 5 to 8 years prior to tlie oonipletion of that appraisal.+ 

In~propcr  Valuation of'Fixturcs. The "Dictionary of Real Estate Appraisal" published by the 
Appraisal Institute dcfines a fixture as "[aln article that was once personal property but has since 
been installed or attached to the land or building i l l  a rather perniancnt nianner so that it is 
regarded in law as part of the real estate." UASFLA forbids appraisers froni adding separate 
values for land, improvements, fixtures, and otlier co~iiponents together to arrive at the total 
appraised value (section A-1 9). This method results in a sumniation appraisal, which is invalid 
for Federal purposes becausc "the entire unit is being hypothctically sold in its cntirety, not as . . 
separate parts individually" (section U-13). The ap&aiser for Harbor Landing, however, made a 
summatio~i appraisal by adding the valr~e of tlie fixtures froin the property's restaurant to the 
value of the rest of theproperty. 

F~~rtherrnore, UASFLA notes: "[lln those instances where specialty fixtures are e~icountered, or 
~vhen the fixtures will reprcsent a s~~bstantial portion of the property's value, consideration 
should be given to the retention of a fixture valuation specialist" (section A-1 3c). The appraiser, 
however, obtained a cost esti~natc for the Harbor Landing fixtures from a construction conipany, 
which, by its representative's own admission, does not have a significant amount of experience 
with restaurant-grade constr~~ction. 

Following the appraisal, DMR dcducted the appraised value of the fixtures from the overall 
property value and allowed the seller to remove and keep the fixtures. This practice could have 
affected the market value of  I-larbor Landing because ( I )  removing fixtures could increase a 
poteritial buyer's start-up costs for the restaurant and result in a lower offer on tlie open market, 
and (2) reriioving fisturcs co~lld pliysically damage the property. DMR sliould have either 
required the seller to remove the fixtures prior to the appraisal or acquired the entire property and 
tlicn sold the fistures in accordance with State policy. 

Reliance on the Scllcr's Appraisal. DMR based its purchase of the Hanover Point and the Pass 
Christian Beach Front Park properties on UASFLA appraisals coliipleted for and addressed to 
the sellers without proc~lring its own. We have no evidence that DMR addressed this issue to 
ensure the impartiality and thoroughness of these appraisals. 

These issires arose due to ineff'ective management by virt~~ally all parties involved in the 
appraisal process-Federal officials, grantees, and appraisers. First, BOEMRE staff did not 
require grantees and subgrantees to obtain independent reviews of their appraisals, which is a 
common practice under UASFLA. Instead, BOEMRE officials examined the appraisals, 
although they had little knowledge of and no training on UASFLA. One BOEMRE grant 
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specialist informed 11s tliat if slie could "follow tlie math" used in an appraisal, slie considered ik.; 

to be adequate. BOEMRE personnel even asserted tliat UASFLA serves as an adequatc control 
by itself, givcn the stringency oi'those standards. 

Second, we have 110 assurance that DMR officials engaged the most competent, qualified, and 
esperienced individuals to work on land acquisitions bcca~~se they did not procure kcy serviccs 
co~iipctitively. For csample, DMR awarded a $75,000 sole-source contract to Barber & Mann, 
Inc. (B&M), an environnicntal and real estate consulting firm, to coordinate all aspects of CIAI' 
land acquisitions, including work performed by  third-party appraisers. The contract also requires 
B&M to gather and sub~iiit all deliverables, including appraisal reports, to DMR. B&M, 
however, only checked tlie appraisals to determine if they covered each topic rec~uircd by 
UASFLA. The contractor did not review the appraisals' content for compliance with UASFLA. 
in spite of ( 1 )  its contractual responsibilities and (2) DMR's professed need for "technical 
expertise i n  . . . appraisal and appraisal review," which was touted as a reason to hire B&M 
~tnder sole-source proc~rrement procedures, Furthermore, the resunie for B&M's representative 
working on CIAP projects does not indicate any prior experience with UASFLA appraisals. 

Further~nore, DMR selected Global Valuation Services, Inc. (GVS) to perfor111 all but one of its 
CIAP appraisals. DMR issued purcliase orders to pay for GVS's services rather than 
co~npetitively awarding a contract. According to the State's procurement regulations, service 
contracts of  $50,000 or less can be procured afier obtaining adequate and rcasonable 
compctition, while service contracts ranging from $50,001 to $100,000 require three written 
pricc quotations. We noted tliat DMR proposed at least 20 land acquisitions in the Statc's CIAP 
plan. Since UASFLA appraisals generally cost thousands of dollars, the aggregate cost of' 
appraisals for that many acqiiisitions could easily exceed tlie threshold requiring written 

4 quotations. 

'l'hird, the nuniber of errors, inco~isistencies, and o~nissions found throughout the CIAP 
appraisals could indicate that the appraisers had limited experience with UASFLA or did not 
read tlie appraisal standards carefully. Specifically, none of the appraisers' qualificatio~~s-which 
are listed in each appraisal report-note previous UASFI,A experience. Furthermore, I0 of the 
14 CIAP appraisals do not fi~lly report tlie sales liistorics ofthe subject properties, cvcn thoi~gh 
OASFLA PI-ovides detailed guidance for this recluircrncnt. l'his type of error could suggest that 
the appraisers did not carefi~lly read the standard regarding prior sales. 

UASFLA quotes the U.S. Supre~ne Coi~rt's decision in Sear1 v. School District, Lake Cotlnty to 
highlight the importance of fully-supported appraisals: "It is tlie duty of the state, in the conduct 
of the incluest by which the compensation is ascertained, to see that it is just, ~ i o t  merely to the 
individual wliosc property is taken, b ~ ~ t  to ~ h c  public wliich is to pay for it." Since the ClAP 
appraisals fall short of niecting required standards, the public has 110 assurance that it paid a fair 

" As the gnntce. D M R  could compctiti\:cly select a n  appraisal tirm and require its subgrantees to use that tirm as a 
condition ol'the subg~ont. This approach would increase the likelihood of choosi~~g the most qualilied appraiser at 
the niost rcasonable price. Evcn \\.itIiout corisidcri~~g the subgr~unlces, ho\.vever. t l~c  State plan indicates that DMll's 
olvn appraisal costs coiild realistically exceed $50,000. 
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price for land acqi~ircd by DMII and its subgrantees. As a rcsult, we question $1 2,625,974 i n  *< 

L I ~ S L I ~ P O I T C ~  costs, wl~icli represents all expenses incurred ~~ncler CIAP grants for land 
acquisitions (see 'Table 3). 

* The appraisal fir~ns include Global Valuation Services, Inc. (GVS); Myers & Company, Iric. 
(Myers); Randall G. Wingfield (Wingfield); and I-lcidclberg & Associates, IIIC. (I-icidelbcrg). 

1' DMR purchased two properties under grant F12AF70224 from the same seller-one on Beach 
Front Drive and another on Rod and Reel Road-and obtained an appraisal for each. 'T'he 
amounts shown here represent costs related to both parcels. 

$ BOEMRE closed grant MO9AF15751 before DO1 transfcrrcd adlninistration of'CIAP to the 
U.S. Fis11 and Wildlifc Service (FWS). 'Therefore, this grant never received an FWS grant 
nunibcr. The ~iumber assigned by BOEMRE is shown here. 

Unsupported Qucstioncd Costs for Land Accluisitions Charged to 

Table 3. Uns~~pported questioned costs for land acquisitions charged to CIAP grants tliro~~gh 
.Ianuary 20 12. 

1 I 
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Qucstioned 
Costs 

$144,450 

844,366 

1,009,350 

3,042,23 1 

1,289,758 

1,023,780 

15,056 
13,173 

89 1,428 

232,129 

3,695,253 

0 
425,000 

$12,625,974 

Grant 
Amount 

$154,000 

849,83 8 

1,200,000 

3,044,000 

1,294,500 

1,045,400 

540,l SO 
16,594 

896,100 

245,000 

3,725,300 

552,000 
425,000 

$13,987,912 

January 2012 

1,antl Tract 

McNeil 
Property 
Old Fort 
Bayorl 
LMDC 
Pass 
Christian 
Beach Front 
Park 
Hanover 
Point 
Charnley- 
Norwood 
Moran 
Moss Point 
Reynolds 
Properties.1 
Pascagoula 
(Hebert) 
Harbor 
Landing 
Point Park 
Wolf River 

Grants as of 
Appraisal 

Firm* 

GVS 

Myers 

GVS 

Wingfield 

GVS 

GVS 

GVS 
Myers 

GVS 

GVS 

GVS 

I-Ieidelberg 
GVS 

Grant 
Nulnbcr 

F 12AF70005 

F 12AF700 16 

F 12AF70022 

F 12AF70039 

F12AF70040 

F12AF70185 

F 12AF70206 
F 12AF702 14 

F 12AF70224 

F 12AF70232 

F12AF70270 

f12AF7028 1 
M09AF1575 1 :g 
'l'0'1.A I, 

CIAP 
G I-a n tee/ 

Subgrantcc 

DMRILuccdale 

DMRI LTMCP 

DMR/LMDC 

- DMR 

DMR 

DMR 

DMR 
DMR/ LTMCP 

DMR 

DMR 

DMR 

DMRIPascagoula 
DMR 



I'otcntial Rccommcndations: 

We ~.ecommend that FWS: 

1 .  Resolve the unsupported questioned costs of $12,625,974 rcsc~lting li-om land appraisals 
that do not ~iicet Federal standards bcfore allotving fi~rtlicr dra\vdowns on land accluisitio~l 
grants. 

2. Require DMIi  and its subgrantees to Fjrovide i~iformation on all fiiture land acquisitions 
showing that thc appraisers were co~npetitively selecred, do not present a conflict of 
interest, and have detnonstrated Ilie ability to coniplete appraisals in  accordance with 
Federal standards. 

3. Require DMR and its subgrantees to obtain appraisal reviews that co~nply wit11 UASFLA 
or other Fcderal appraisal standards and provide informalion showing that the rcvicwers 
were competitively selected, do not prescnt conflicts of interest, and have demonstrated 
the ability to perform appraisal reviews in accordance with Federal standards. 

4. Review a sa~iiple of appraisals and appraisal reviews obtained by CIAP grantees on a 
r eg~~la r  basis to ensure colnpliance with Federal appraisal standards. 

Please respond before Septeniber 1 7, 20 12. We will consider any additional information in our 
continuing audit work and in preparing the draft report. 

lssi~ed by: I .  

CZG&dpec&r General 

Rcceived by: 

U.S. Fish and Wildlife Service 
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