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Of inspections, personal inspections,  
and responsibilities

Bill Pastuszek
Shepherd Assocs.

Real estate appraisers appraise 
real estate, except that what we really 
value are the rights in real property 
represented by the real estate. But, 
real estate is tangible and generally 
fixed in location. 

There have been some attempts 
to change the traditional role of the 
appraiser performing an inspection of 
a property for valuation purposes. As a 
result, there has been some confusion 
over what an appraiser is inspecting, 
when viewing the subject of a real 
estate appraisal.

One enhancement that has come 
to the forefront has been a hybrid 
appraisal where a third party inspects 
the real estate and provides a report to 
the valuing appraiser. This is a work 
in progress and where some GSE 
interest became apparent in using this 
splitting up of the appraisal process, 
there are some issues that need to be 
straightened out. 

Viewing and inspecting the real 
estate is a critical part of the process. 
A statement in the certification notes 
whether or not we inspected a property 
and the results of the inspection are 
reported in the body of the report.  
Inspecting the property is critical 
for both residential and commercial 
appraisers.  Likewise clients want to 
ensure that properties are adequately 
identified and inspected.

The large issue with third party 
inspections is ascertaining the inspec-
tor’s credibility and the realiability 
of the output from the inspection. 
Another issue is how to handle what 
is essentially “significant” assistance, 
since the inspection is conducted to 
obtain relevant physical characteris-
tics of the subject property.

USPAP defines physical charac-
teristics as “attributes of a property 
that are observable or measurable as 
a matter of fact, as distinguished from 
opinions and conclusions, which are 
the result of some level of analysis or 
judgment.”

The current edition of USPAP 
defines personal inspection as “a 
physical observation performed to 
assist in identifying relevant property 
characteristics in a valuation service.” 
The definition goes on to say:  “An 
appraiser’s inspection is typically 
limited to those things readily ob-
servable without the use of special 
testing or equipment. Appraisals 
of some types of property, such as 
gems and jewelry, may require the 
use of specialized equipment. An 
inspection by an appraiser is not 
the equivalent of an inspection by 
an inspection professional (e.g., a 
structural engineer, home inspector, 
or art conservator).” USPAP has 
provided clarity. 

  Another definition may be helpful: 
Relevant characteristics are “features 
that may affect a property’s value or 
marketability such as legal, econom-
ic, or physical characteristics.” 

This definition suggests that differ-
ent types of properties require differ-
ent approaches to what characteristics 
are relevant in a specific assignment. 
This is a scope of work decision. 
Thus, the relevant characteristics for a 
leased industrial facility are likely to 
differ dramatically from the relevant 
characteristics in an appraisal of a 
single family dwelling. 

Just to be clear, here is the USPAP 
definition of an appraiser: “one who 
is expected to perform valuation ser-
vices competently and in a manner 
that is independent, impartial, and 
objective.” If we really want to split 
the valuation and inspection func-
tions, both are considered valuation 
services and individuals performing 
them must meet requirements of 
competent performance and ethical 
behavior. 

As the Competency Rule of 
USPAP now states: “Perfection is 
impossible to attain, and competence 
does not require perfection. How-
ever, an appraiser must not render 
appraisal services in a careless or 
negligent manner.” Now, more than 
ever, appraisers (and appraisal users) 

need to use due diligence and due 
care and should approach the hy-
bridization of the process carefully 
and with careful consideration of 
consequences, whether expected or 
unexpected. 

Going back to the certification, 
USPAP guides us as follows: “When 
a signing appraiser(s) has relied on 
work done by appraisers and others 
who do not sign the certification, the 
signing appraiser is responsible for 
the decision to rely on their work. The 
signing appraiser(s) is required to 
have a reasonable basis for believing 
that those individuals performing the 
work are competent. The signing 
appraiser(s) also must have no rea-
son to doubt that the work of those 
individuals is credible.” In the hybrid 
environment as envisioned by some, 
there may not be a way to make that 
judgment.

The appraisal profession, in the 
wake of the real estate meltdown in 
the first decade of the new century, 
underwent a reshaping and took a 
good hard look at itself. As a result 
of the difficult times for real estate 
and appraisers, the profession is in 
better shape and has a much higher 
credibility than previously. Eroding 
the credibility of an essential part of 
the appraisal process may streamline 
the process but will create problems 
in the next downturn for appraisers, 
users, and for public trust.

Bill Pastuszek, MAI, ASA, MRA heads 
Shepherd Associates, Newton Mass.

Another definition may be helpful: Relevant character-
istics are “features that may affect a property’s value 
or marketability such as legal, economic, or physical 
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The overall economy in Rhode Is-
land showed consistency in 2019. 
The state gained 1,700 jobs from 

January 2019 
to January 2020 
and the unem-
ployment rate 
decreased from 
4% to 3.4%. 
The stable econ-
omy combined 
with limited 
new specula-

tive office developments in either 
downtown Providence or the sub-

urbs has contin-
ued to tighten 
the local office 
market and put 
upward pressure 
on rental rates, 
especially in the 
Class A market 
where rents in-
creased more 
than 5.2%. The 

overall office vacancy rate, which is 
provided in our Cushman & Wake-

field | Hayes & 
Sherry Market 
Beat report for 
Q4 2019 was 
11.3% vs 11.4% 
a year ago. Even 
though office 
leasing activi-
ty was strong, 
the vacancy 
rates faced head 

winds with a few large blocks of 
space coming online in Providence 
at the Providence Place Mall and 225 
Dyer St. There are currently no new 
speculative office buildings planned 
to be built in the market which will 
likely allow for continued tightening 
in 2020.

Rhode Island CRE market maintains steady 
momentum with limited new supply

The I-195 Redevelopment District 
continues to have positive momen-
tum regarding new development from 
multiple sectors. In particular, office 
tenants are increasing interested in 
relocating to the Jewelry District. 
The Wexford Innovation Center, a 
7-story 191,000 s/f office building 
at 225 Dyer St. delivered in the sum-
mer of 2019 adding more than 60,000 
s/f of available space to the market. 
Wexford also recently completed a 
dramatic renovation at 3 Davol Sq., 
the iconic property which anchors 
the Jewelry District to the South 
along Eddy and Point St. Wexford 
completely transformed the common 
areas of the building with a new com-
mon atrium that features an all-new 
glass enclosure and skylight system 
along with full overhaul of systems 
and infrastructure. 3 Davol Sq. has 
a significant amount of space for the 
market and is offering fully renovated 
office and retail spaces housed in its 
newly upgraded facility.

The suburban office market has 
very few large blocks of availability 
and a lack of multi-tenant building 
development. In Warwick, Michael 
Integlia & Co. has two sites avail-
able and ready for future develop-
ment. The first is a shovel-ready site 
at ONEMetro Centre Blvd. for a 
three-story, 75,000 s/f Class A office 
building. The property has a façade 
signage opportunity facing the Air-
port Connector, and the building 
would be visible to I-95 as well. The 
second site, One City Center, will be 
a mixed-use facility at 745 Jefferson 
Blvd. and is directly across the street 
from the Warwick Intermodal Transit 
Center and T.F. Green Airport sky 
bridge.

Medical office demand has also 
been strong across the state with the 

delivery of several new MOB’s in 
2019 including the 57,000 s/f Lifes-
pan ambulatory care building located 
at 180 Corliss St. in Providence. Ad-
ditionally, Ortho RI’s new ASC and 
headquarter facility located at 300 
Crossing Blvd. in Warwick is under 
construction with a planned comple-
tion date of December 2020. Michael 
Integlia & Co. continued adding to its 
medical portfolio with the acquisition 
and reposition of 1598 South County 
Trail in the “Medical Mile” section of 
East Greenwich which is anchored by 
University Orthopedics and Coastal 
Medical. This property was enhanced 
with a new parking deck that added 
over 160 parking spaces to the prop-
erty and now offers the largest park-
ing field of any Class A MOB in the 
market. Integlia has 17,000 s/f re-
maining but anticipates this to absorb 
quickly based on the high demand 
levels in the market.

Residential and Hotel develop-
ment continues across the market at 
a robust pace. In Providence there 
are over 2,000 residential units ei-
ther under construction or in the 
permitting phase with expectation to 
break ground in the next 12 months. 
Exeter Property Group is planning to 
break ground in June on a 245-unit 
apartment project on Parcel 28 in the 
I-195 development area which will 
include roughly 20,000 s/f of ground 
floor retail. Demand for CBD rental 
housing appears to have an insatia-
ble appetite from multiple demo-
graphic sets including Millennials 
and Boomers. Hotels are also poised 
for continued development with the 
recent groundbreaking of the new 
175-room Aloft hotel being built 
adjacent the I-195 Redevelopment 
District. More hotel development is 
anticipated in the suburbs especial-

ly in the area surrounding TF Green 
Airport.

At 428 feet, the dark cloud of the 
“Superman Building” remains on the 
minds of politicians but has no easy 
solution absent significant taxpayer 
subsidy. The art-deco building is the 
tallest building in Providence located 
at 111 Westminster St., it is 26-sto-
ries, 365,000 s/f and has been vacant 
for over six years mainly due to the 
redevelopment challenges to retro-fit 
an obsolete building to meet current 
market standards and requirements. 
Multiple uses have been proposed 
with a mix of office, retail, residen-
tial and hotel space, but the building’s 
fate is still unknown.

After a record setting 2018 the 
investment sale market for larger in-
stitutionally owned assets was rela-
tively quiet in 2019 except for a few 
smaller transactions including the $6 
million purchase of the fully leased 
medical office building located at 120 
Centerville Rd. by a Nashville based 
medical REIT. We do expect a signifi-
cant uptick in 2020 with several large 
properties in Providence currently 
being on the market and expected to 
trade this year.

The biggest challenge facing the 
markets in 2020 will be related to 
the Coronavirus crisis which we are 
in the early innings of but has the po-
tential to cause significant damage to 
local, regional and world economies 
which will most certainly impact the 
commercial real estate markets going 
forward. 

Pete Hayes is a partner, Steve Flach-
bart and Matt Fair are senior vice 
presidents at Hayes & Sherry, a Cush-
man & Wakefield Alliance Member, 
Providence, R.I.
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