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1.
Introduction

In January 2007, the State released a Request for Proposal (RFP), Number 500-07-02, State-Owned Housing (SOH) Rental Rate Market Analyses (RRMA), to solicit Bids from licensed Appraisal Firms/Individuals.  Under the provisions of the Public Contract Code (PCC), proposals were reviewed to determine whether the bidder met the State’s competitive selection process.   The evaluation team was comprised of staff from the Department of Developmental Services, Department of General Services (DGS), Real Estate Services Division (RESD), Property Services (PS), Department of Mental Health, State Hospitals, Department of Parks and Recreation, and the Department of Personnel Administration (DPA). 
To substantiate documentation of appraisal experience, the bidder was required to: hold a Residential, Certified Residential, or Certified General license issued through the CA Office of Real Estate Appraisers (OREA); provide five (5) valid corporate experience references; provide résumés of the staff assigned to perform the services; and certify the number of regions he/she could service.  Evaluation of the cost proposal was a sample desk review of a comparable rent study consisting of four different subject properties, i.e., apartment/boarding room, mobile home, trailer pad/slab, and a single-family residence.    

There are seven (7) appraisal firms certified to a statewide list.  These firms have agreed to provide departments with an opportunity to contract for comparative RRMA based on the current market conditions for similar type properties.  All contractors are in good standing with the OREA.  See www.orea.ca.gov for license requirements and levels.  The State intends to certify additional appraisal firms/individuals on an ongoing basis throughout the term of this FSMSA.
2. State of California, Department of Personnel Administration 
The DPA has administrative responsibility for setting policy and establishing procedures, interpreting and updating relevant DPA regulations, guiding departments in their administration of the SOH program, monitoring departments to ensure compliance, periodically surveying and maintaining records of the rental and utility rates charged by departments, and monitoring reporting of employee taxable fringe benefit payments to the State Controller’s Office (SCO).  The SOH Program overview is located at http://www.dpa.ca.gov/benefits/soh.shtm.
3. Departments and Local Agencies
Assembly Bill 1708, Chapter 97, Statutes of 2006, mandates that departments with SOH are personally responsible for compliance with DPA-established policies and procedures.  Departments are responsible for program compliance with all rules associated with the lodging, maintenance, and other services associated with SOH furnished by the State.  Government Code section 19822 (a), amended in 2006, mandates that department’s seek a fair and reasonable value of all SOH properties and reinforces the requirement that owner departments adhere to administrative requirements to ensure proper administration of the SOH program, i.e., utilization of the FSMSA to conduct the necessary RRMA every-other year.  The Internal Revenue Service (IRS) allows that the second year may consist of a comprehensive Desk Review (no physical inspection required) if nothing has changed.  To conduct this review, Departments may select an appraiser from the certified list of appraisers. 
Department responsibility:

A. Effective July 2007, departments are required to begin implementation of the RRMA Program for their employee SOH rental properties.  Failure to obtain RRMA as required by September 1, 2008, may result in departments losing their delegation to administer this portion of the program, i.e., DPA will arrange for the appraisals and charge the affected department for these services including an administrative fee for oversight.  
B. Provide the appraisal firm with a detailed orientation about any institution restrictions regarding entrance/access to properties, i.e., clothing, required fingerprint and background check including submission of a social security number.  

C. Provide appraisal firm with a complete legal description (where available) or physical description by lot, assessor map, parcel or block and tract number including county where recorded, and the physical street address.

D. Provide tenant reasonable advanced notice (not less than 24 hours) in writing noting the date, time, and purpose of entry, i.e., residence is to be appraised.  Accommodate the tenant’s request to be present during the inspection.
E. Obtain DGS, Office of Legal Services (OLS) review and approval prior to executing any contracts over $50,000.  http://www.ols.dgs.ca.gov/contracting+info/formsandinstructions.htm
4. Contractor
The State seeks to develop long-term partnerships with its outside contractors and expects its contractors to promote and preserve the public trust and observe the highest standards of professional ethics.  The Contractor is required to work on-site at the designated department location as necessary to meet the department’s goals.  The days and hours of work will be coordinated with the department.  
Contractors’ performance includes certification of the following major components: 

· Sound financial stability sufficient to complete performance under the contract.
· Adequate personnel with the skills and experience required to perform the services.

· Proof of liability insurance coverage ($1,000,000 minimum per occurrence).

· No judgments within the last three (3) years in which the bidder has been adjudicated liable for professional malpractice.

· Is not or never has been involved in any bankruptcy or re-organization proceeding in the last ten (10) years and has conformed with the appropriate federal and State licenses to perform the requested activities and is in compliance with applicable California State laws, statutes, and requirements with respect to its business activities.

· Has the necessary software, i.e., Microsoft Office 2002 and Microsoft Excel 2002 (or the latest version of each program) for electronic submission of the appraisal report.

· Acknowledges the requirement to establish and maintain compatibility with the State at no cost to the State.

· Demonstrate that he/she possesses the qualifications of honesty, candor, integrity, and trustworthiness.
· Is a member in good standing in full compliance with the Uniform Standards of Professional Appraisal Practice (USPAP).
5. Subcontractor Changes

The State must approve any changes to the subcontractor(s).  Any subcontractor(s) replacement during the life of the contract must meet or exceed the skill level and experience that the Contractor proposed in his/her bid.  Contractor will provide the State/Department personnel with detailed resumes and five (5) corporate references.  The State/Department will check all references and approve all resumes. 
6. Contract Term

The term of this contract agreement is from June 1, 2007, through June 30, 2009.  At the
 State’s option, the contract may be extended for up to three (3) one-year periods, under the same terms and conditions. 
7.  FSMSA Order Limits

This FSMSA expedites the process used to obtain contractors for appraisal services.

During the FSMSA contract term, State Departments’ orders are limited to a maximum of 
$250,000 per contract order.  There shall be no minimum dollar value required on any contract order.
a. Contracts less than $50,000 are exempt from DGS/OLS Review/Approval

b. Contracts equal to or more than $50,000 are subject to DGS/OLS Review/Approval.

8.  General Ordering Instructions
Any State Department or local agency may place orders against this FSMSA.  The ordering agency should make every effort to receive at least three (3) written quotes for services, i.e., Request for Bid (RFB).  Each contractor sent an RFB would be requested to submit an offer as detailed in the Contractor’s response to the RFB.  Departments will provide the contractor(s) with the name of the facility, location, number of units to be appraised, type of dwelling, i.e., home, duplex, single room, etc., and physical street address if known.
After review and evaluation of all responsive offers, the ordering departments will select the contractor(s) that offered the lowest cost(s).  The ordering department will make an award to the contractor(s) whose response to the RFB was selected.  Award will be made using a Standard Agreement (STD) 213.  
Departments may also coordinate a joint effort with other departments that have housing in similar locations in an attempt to receive a discounted rate.  Each ordering department must complete a STD 213 for each contractor.  Because this is a statewide program, departments may award multiple STD 213s to different contractors in various locations.  
9. Contractor’s Response to Request for Bid
The responses submitted by contractors must include the following:  

Detailed task plan and budget plan including the number of hours and rate (not to exceed the appraisal fee rates listed on page 7), for each firm named on the project.  If the project covers more than one department in which the contractor has different contracted rates, the budget must list the number of hours that the contractor’s personnel will work at each department.  
All expenses such as travel costs, equipment and material costs, film, maps, etc. should be listed as separate line items in the budget as they relate to the Scope of Services (pages 7-9). 

10. Standard Agreement, STD 213
The STD 213 is used to identify the term and maximum amount of the agreement, deliverables/scope of work or the services to be performed, and signature(s) of the authorized agency and contractor designee.  See sample STD 213 Standard Agreement Number(s) S0650003 through S0650009.  The deliverables listed herein are also part of the STD 213, and shall be performed by the Contractor.  

Contractor agrees that the contract between its firm and the department will include the following deliverables:
1. Outline of the deliverables with table of contents, sample format, sample pages, and a general description of the information that will be contained in the deliverable; 

2. A final value conclusion;

3. A complete description of the property, with all pertinent information about the area and the subject property including maps, photographs, charts, plot plans, street address, legal description (when available or when necessary use physical description), as well as features, conditions, and dimensions; 
4. Market data and other factual data;
5. The approximate date(s) on which the work was performed;

6. Include depreciation in the analysis and note the principal influences, i.e., environmental and physical characteristics, i.e., availability of schools, public transportation, churches, climate and topography; 
7. Certification and signature; and
8. License number.
11.
Agreement Summary, STD 215
Ordering departments must complete the Agreement Summary, STD 215, including all supporting documentation and the Scope of Services (see number 15 pages 7-9).     
12.
Small Business Report (Due annually on September 7th)
In accordance with Government Code (GC), section 14835, State departments must annually report small business enterprise utilization using the Contracting Activity Report form STD 810, on all service contracts or subcontracts for property and services.  The following appraisal firms have small business certifications:  
· Property Sciences, S0650003
· California Commercial Appraisers & Precision Technology, S0650004
· Gold Coast Appraisals, Inc, S0650005.

These reports are filed with DGS/Procurement Division, Small Business & Disabled Veteran Business Enterprise Outreach and Education Section, 707 Third Street, Second Floor, West Sacramento, CA 95605, (916) 375-4400. 

13. Invoice and Prompt Payment (Government Code, Section 927 et seq)
Upon satisfactory delivery of the appraisal in accordance with the scope of work and upon receipt and approval of the invoice, payment is due on the date set forth in the contract (GC section 927.1[a]), or if no date is set forth in the contract, payment is due within 45 calendar days (GC section 927[b]).  Failure to pay an undisputed invoice after the payment due date will result in a penalty (GC section 927.4).  The State agency must forward the invoice for payment to the SCO within 30 calendar days after receipt of the undisputed invoice.  SCO must pay the business within 15 days of receipt of the invoice from the State agency.  An interest penalty fee at a rate of one percent above the Pooled Money Investment Account (PMIA) earning rate may accrue for invoices not paid within the times specified in the contract.
 
Progress Payments:  The State/Department is allowed to withhold from the invoiced payment amount to the contractor, an amount equal to ten percent (10%) of the payment due held by the State and only released to the contractor upon the State’s determination that the contractor has satisfactorily completed all of the required deliverables of the Contract.  The amount(s) withheld shall be released upon final completion of the deliverable(s) (State Contracting Manual, Section 7.33.B).
Disputed Invoice(s):  Departments shall document a disputed invoice on the Invoice Dispute Notification, STD 209 (REV.7/2006), http://www.dgs.ca.gov/default, forms and publications – eForms.

Discounts on Invoice(s):  Contractor(s) may offer discounts on their invoices as an incentive for the State/Department to pay the invoice quickly, e.g., “2% 10 days, Net 30.”  

Invoice(s) must be submitted on the contractor’s letterhead and include:

· Contract Number S065000__

· State Agency Billing Code Number
· Agency Name

· Agency Address (mailing)
· Time period covered

· Nature of work, i.e., statement of services 
14. Appraisal Fees

Departments are free to select the person(s) and/or firm(s) from the approved list provided herein who are willing to work under the compensation terms and conditions determined by the State to provide the greatest benefit to the taxpayers of California and to State departments.  Respective bidders were informed during the RFP process that the RRMA rates must be reasonable and based on current market data (RFP 500-07-02, page 8).  
The State is aware that cost is a primary concern to most departments.  Therefore, to assist departments in managing costs the State has coordinated approximate fee schedule 

guidelines based on a standard report (see Exhibit A [Standard Agreement, STD 213], Number 14).  Departments should be aware that actual fees are based on the complexity and estimated completion time.  For locations with multiple units, departments should ask the contractor to bid on a volume discount.
The fee schedules included herein are an estimate of the expected rates per unit based on a Uniform Residential Appraisal Report as follows:

	PROPERTY TYPE
	COST RANGE

	
	

	Single Family Residence
	 $150-300

	Two-four Family Dorm like    Residence apartments/studios)
	 $125-250

	Mobile Home Unit 
	 $100-480

	Mobile/Trailer Pad
	 $100-200

	Desk Review 
	 $150-200

	Field Review
	 $250-350


15. Scope of Services

The contractor must conduct him/herself in a professional, courteous and considerate manner and comply with any special facility-related policies as prescribed by each department.  

Contractor(s) will work with the department(s) to develop the scope of services for the SOH rental properties and gain department approval prior to commencement of any services.  The department designee shall be responsible for reviewing and approving each deliverable.  Unless agreed upon otherwise, the State’s review time shall not be less than five (5) business days.  The State may, at its discretion, extend the five (5) business days in consideration of the scope of the change(s).  The contractor must receive approval by the State before changing a deliverable.  

The deliverables listed herein are also a part of the Standard Agreement, STD 213, and must be performed by the contractor.  Attach a copy to the STD 213.

a.
Appraisal Project Schedule.  The contractor(s) will work with the contracting department(s), in accordance with the USPAP Standards Rules (as it is now or changes in the future) to assist in the development of the Scope of Work and Project Schedule.  The contractor will commence work within twenty (20) days from the approximate date specified in the contract after all approvals have been obtained and the agreement is fully executed.  Should the contractor fail to commence work at the agreed upon time, the awarding department, upon five (5) days written notice to the contractor, reserves the right to terminate the agreement.  For failure to complete the project, the contractor is liable for the difference between its proposal price and the actual cost of work performed by another contractor.   
b. The contractor(s) will provide the contracting department(s) with a clear definition of value, high quality, and reasonable cost effective services, and deliver the finished product by the required delivery date to the department(s).  
       The written report shall include a complete description of the property, with all pertinent information about the area and the subject property, i.e., maps, photographs, charts, plot plans, street address, legal description (when available or when necessary use physical description), conditions, and dimensions, and include presentation of the relevant market data with supporting analysis. 


The analysis report will discuss depreciation (external or functional), deferred maintenance in the analysis, and note the principle influences, i.e., any environmental and physical characteristics, availability of schools, public transportation, churches, and topography.

c. Contractors will be expected to document any basic health and safety issues, i.e., loose railing, broken step(s), missing switch plate covers, plumbing facilities not in proper working order, and how the condition might have affected the valuation.

d. The contractor is required to maintain a current license, Residential, Certified Residential, or Certified General, related to the appraisal of real estate properties and supply supporting documentation of the current license or recent renewal issued by the OREA.  If the license expires during the term of the Agreement, a new certificate must be received by DPA within ten (10) days of the expiration of the license.  The new license must still meet the terms of the original contract. 

e. Contractor must provide the department with detailed resumes for any subcontractor replacement or staff working on the State’s project subject to approval by the contracting department/agency.  Subcontractors must meet or exceed the skill level and experience including the appropriate license(s) that the contractor presented in its proposal.  Any reported analyses, opinions, and conclusions, are to be reviewed and co-signed by the contractor.
f. The written appraisal report shall include the date(s) on which the work was

performed, appraiser’s name, signature and license certification number.  The final report may be in a PDF or Word document with a secured signature.

g. Appraisal reports must be standardized, organized, professional in content, consistent with USPAP, and present a reasonable and creditable value conclusion.  
h. The Freddie Mac Form 70/Fannie Mae Form 1004 or a reasonable facsimile should be used for reporting.  The Executive Summary Outline on page 10 is also an acceptable format for the appraisal report.

i. An appraiser must prepare written records (data and information to support the findings and conclusions).  Such records must be retained for a period of at least four (4) years after preparation/receipt.

j. Contractors are expected to provide as many comparable properties (comps) for the subject(s) as needed to determine the reasonableness of the properties being evaluated.

k. Contractor will provide three (3) copies of the appraisal reports to the contracting department(s) and one (1) copy to DPA within 10-days of completion. 
l. Appraisers/sub-contractors must conduct themselves in a professional, courteous and considerate manner and comply with any special facility-related policies as prescribed by each department (i.e., dress codes).

m. Deliverable date(s) may be altered if the tenant/department delays the inspection so that the survey cannot be delivered within the required number of days as stated in the contract.

16. Appraisal Review
Consistent with USPAP Rule Standard 3 et seq, an independent review contractor may 
perform an appraisal review of the contract appraiser’s work.  DPA will coordinate a list 

of appraisers to act as reviewers who will provide the State with an opinion about the 
quality of the work of the contracted appraiser.  Departments will be invoiced for the cost of this service.  The report will focus on the quality of the appraisers work and validate if the work was performed within the scope of work in an appropriate and reasonable manner including the quality of the completeness, adequacy, relevance, appropriateness and reasonableness of the work.  USPAP Rule requires the technical reviewer to prepare a separate report setting forth the scope of work performed and the results of the appraisal review. 
Invoices for the independent review contractor must be submitted on the contractor’s letterhead and include:

· Contract Number S065000__

· State Agency Billing Code

· Agency Name
· Agency Address (mailing)
· Time period covered

· Nature of work, i.e., statement of services 
17.
 Executive Summary Outline

The following outline is the suggested format that the Contractor(s) should use in its appraisal report(s) or Freddie Mac Form 70/Fannie Mae Form 1004 or facsimile.  
A. Define the problem.

1. Identify the property evaluated.

a. Include a complete mailing address (including city and state).

b. Include a complete legal description (where available or when necessary  use physical description by lot, assessor map, parcel or block and tract number) including county where recorded.

2. Description of use of property appraised.

a. Vacant unit.

b. Single-family residential.

c. Multiple-family residential.

d. Mobile unit, i.e., space/pad.

e. Apartment/studio/boarding type room.

3. The Rental Rate Market Analysis.

4. Date of value (last inspection of the unit if known).
5.
Preliminary survey of neighborhood.
a. Estimate of the highest and best use of the subject property.

b.   Analysis of the neighborhood.

c.   Utilities included in Monthly Market Rent.
6.
General and specific data.
a. General publications, i.e., government, newspapers and magazines.

b. Regional data (metropolitan area).

c. Community data.

d. Neighborhood data, personal inspection.

e. Age and appearance of the neighborhood.

f. Hazards and adverse influences.

g. Proximity to schools, business, recreation, etc.
7. 
Comparable market data references.

a. Newspapers.

b. Rental magazines.

c. Property in neighborhood.

d. Personal inspection of the local community.
8.
Analyze the data to conclude the MARKET analysis of similar properties and most reasonable rent of the unit(s).

B.
 Inspection of Property.

1. 
Determine the quality and soundness of construction.

a.  Exterior of house:

1) 
Foundation

2) 
Walls

3)  
Roof

4)  
Chimney

5)  
Windows and frames

6)  
Doors and frames

b.  Interior of house:
1) 
Inspect plumbing, heating and electrical systems to determine energy efficiency

2) 
Walls

3) 
Floors and carpet

4) 
Sinks/counter tops and fixtures

5) 
Windows and doors

6) 
Number of bedrooms and baths

7) 
Fireplace

8) 
Utilities

9) 
Rooms

10)
Square feet of gross living area

2. Measure the exterior dimensions of the building in order to obtain the area.  Do not include the garage or porch area.

3. Check for adequate gutters and drain spouts to take the water away from building.
4. Include depreciation in the appraisal and note the principal influences, i.e., environmental and physical characteristics, i.e., availability of schools, public transportation, churches, climate, and topography.
5. Identify the characteristics of the property and include a rental rate adjustment, discounted up to 35 percent, for properties with characteristics that are relevant to the effect on value such as:

a. Demographic, isolated, physical location, etc;
b. Noise levels at or adjacent to the business premises, i.e., inmates, power  plants, etc.;

c. Offensive odors, i.e., sewage plant, dairy waste, etc.;

d. Limitation of visitor access;

e. Limitation of renter activities, i.e., clothing, use of grounds; and

f. Risk factors, located behind security gates.

18.
Complaints of Unlawful or Unprofessional Conduct 

Departments shall report any inappropriate behavior of a State licensed appraiser in writing to the OREA, 1102 Q Street, Suite 4100, Sacramento, CA 95814, or telephone at (916) 552-9000 and to the DPA, Benefits Division, SOH Coordinator, 1515 S Street, North Building, Suite 400, Sacramento, CA 95811-7258, Attention: Carol Azevedo, (916) 327-1438 or e-mail at carolazevedo@dpa.ca.gov.    
19. 
Contract/Contractor Evaluation
The Contract/Contractor Evaluation Form (STD 4) must be completed after each contract.  The completed form(s) shall be sent to the DPA, Benefits Division, SOH Coordinator.  If the contractor’s performance is unsatisfactory, the contracting department is required to send a copy of the completed STD 4 to the DGS, Office of Legal Services within five (5) days after the completion of the evaluation.  The contractor must be notified and sent a copy of the unsatisfactory STD 4 evaluation by the department within fifteen (15) days after the negative report has been filed.  http://www.documents.dgs.ca.gov/osp/pdf/STD.004.pdf
To ensure that appraisers comply with the USPAP and the agreed Scope of Work and to monitor the success of the program, departments are to complete the FSMSA Appraiser Satisfaction Survey (pages 13-14) and forward it to DPA, Benefits Division.  

20.
Work File Confidentiality

Contractor(s) selected to provide rental rate market analyses acknowledge that all information contained in the “work file” including names, addresses and telephone numbers of employees residing in SOH is the State’s proprietary information.  Any selling, offering to sell, or disclosure of this confidential information (other than to the State or State departments) constitutes a violation of the provisions of this Agreement and will be grounds for the State to terminate all services and pursue legal action against the contractor.
21. 
Who to Call
Questions requiring clarification of the State’s SOH program or procedural matters regarding this Agreement may be referred to Carol Azevedo, DPA, Benefits Division, (916) 327-1438 or e-mail at carolazevedo@dpa.ca.gov.  For information, any real estate appraisal or valuation matters contact Jim Martin, DGS, Real Estate Real Property Services at (916) 375-4032 or e-mail at jim.martin@dgs.ca.gov.
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