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APPRAISAL REPORT ASSESSMENT
BUSINESS VALUATION CONSULTING | THOROUGH • TIMELY • COST-EFFECTIVE

W.H. Frazier & Co., Inc.
(214) 909-6144 | will@whfrazier.com

WHO WE ARE
“VALUATION IS A FORWARD-LOOKING PROCESS.”
“The most important lesson I have learned is that valuation is
a forward-looking process. Every company is different, and no
two valuation issues are exactly alike.” - W.H. Frazier, Nationally
Recognized Expert Witness, Consultant, Speaker and Author.
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W.H. Frazier & Co., Inc.
W.H. Frazier & Co., Inc. is a valuation consultancy. My purpose
is to assist others in the preparation, understanding and use
of business appraisals. After 44 years of intensive training, I
have accumulated knowledge and experience which should
be of great value to my clients. While I have a rich history
to draw upon, the most important lesson I have learned is
that valuation is a forward-looking process. Every company
is different and no two valuation issues are exactly alike.
On September 30, 2018, I retired from Stout Risius Ross, LLC after a very enjoyable six years.
The bulk of my career was spent with Howard Frazier Barker Elliott, Inc., the firm I co-founded
with Alex Howard, Don Barker and Charlie Elliott in 1991.

Areas of Concentration
TRANSITION CONSULTING WITH FAMILY-OWNED OPERATING BUSINESSES
I can make a difference in helping the company understand and achieve its business valuation
goals. No transition can be viewed as successful if it does not achieve its financial objectives.
VALUATION REPORT ASSESSMENT
The strength of a taxpayer’s position in an estate or gift tax filing depends to a large extent
upon the valuation report attached to the file. Oftentimes, the practitioner responsible for the
filing will be faced with using a report from a firm with which they have had little experience. In
other instances, a particularly complex valuation issue is the area of concern. As a measure of
assurance, a second set of trained valuation eyes assessing the report makes imminent sense in
this case. Because of my deep experience in this area, I can handle such assignments efficiently
from a time and cost standpoint.
DISPUTE SERVICES
This relates to expert consulting, appraisal and testimony for disputes in trusts, estates, probate
and basically anywhere business value is the area of contention.

W. H. Frazier & Co.
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APPRAISAL REPORT ASSESSMENT
When estimating the estate or gift taxes for a client
with a substantial value in a closely-held business
you will have to rely upon the services of a business
appraiser. In instances where you don’t know the
appraiser well, there is always a concern as to how
the appraisal might stand up to scrutiny before the
IRS or in Tax Court. A weak appraisal can be very
costly to your client. If the value differential with the
IRS’ position cannot be justified before the court,
your client may be subject to the valuation inaccuracy
penalties of IRC 6662.

A value that is deemed by the IRS to be a “substantial”
error would result in a penalty equal to 20% of the
difference and, for a “gross” violation, a 40% penalty.
A central issue in the defense against the Sec. 6662
penalty is the extent to which the taxpayer acted
reasonably in preparing the return. Hiring a qualified
appraiser and also reviewing the work product to see
if a qualified appraisal was delivered goes a long way
in being able to assert this defense.

After the IRS challenge and prior to Tax Court, the Estate hired a Qualified Appraiser to produce a second
report and to testify at trial. However, the Tax Court looked to the first appraisal and upheld the accuracy
related penalty against the taxpayer.
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THE TAX COURT RULED
In the Estate of Richmond, the Tax Court ruled the Commissioner had met his burden
of proof to show that the accuracy-related penalty applied. The burden then shifted
to the estate to show why it should be excused from the penalty. In that case, the
taxpayers first hired their tax preparer to perform the valuation. While that accountant
did have some appraisal experience (i.e., having written 10-20 valuation reports and
having testified in court), he did not meet the standards for a Qualified Appraiser
(See 26 USC § 170(f)(11)(E)(ii) for the definition of a Qualified
Appraiser and Qualified Appraisal.) That is, he was not regularly
employed as an appraiser and had no appraisal certifications
from a recognized appraisal society.

To be sure, the IRS frequently takes positions that qualified
appraisers will strongly disagree with. In such cases, even the best
appraiser with a perfect report may find a valuation differential so
great that the IRS claims a penalty is due. However, because the
appraiser’s position is solid and reasonable,
these early claims usually disappear during
the settlement process.
If the matter goes to court, regardless of the
outcome, the judge invariably dismisses such
claims usually stating that it was reasonable
for the taxpayer to rely on the expert whose
report was prepared in good faith.

W. H. Frazier & Co.
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WHAT MAKES A GOOD VALUATION REPORT?
At a minimum, the valuation report must comply with generally accepted appraisal standards.
That means the report should comply with standards of the professional society the appraiser
belongs to. There are three major professional appraisal societies:
• The American Society of Appraisers (“ASA)
• The American Institute of Certified Public Accountants (“AICPA”)
• The National Association of Certified Valuation Analysts (“NACVA”).
In addition to complying with the valuation standards of one of the
recognized professional societies, the report and the appraisal assignment
should also comply with Standards 9 and 10 of the Uniform Standards
of Professional Appraisal Practice (“USPAP”). Complying with USPAP is
mandatory for appraisals for charitable purposes. There are proposed
regulations that would require USPAP (or the equivalence of it) for
appraisals for gift and estate taxes.
While complying with USPAP is not now mandatory for non-charitable
transfers, it is highly recommended. In its review of the valuation report, the
IRS will check how closely it believes the report adheres to USPAP.
SUPPORT FOR CONCLUSIONS
Having an acceptable form does not make the report persuasive or even
acceptable to the Tax Court. Most importantly, the report must support its
conclusions. Merely citing various studies and taking an average is a sure path
to failure. More than one judge has criticized an appraisal report for “merely
touching the bases” of value indicia.
THE “TONE” OF THE REPORT
Many times it is not what is written but how it is written that makes a difference.
Judges will not waste too much time trying to decipher a poorly written report.
Reports that are disorganized and full of boilerplate are viewed skeptically.
Reports that appear to be “cookie-cutter” templates wherein the appraiser
just fills in the blanks are likely to be dismissed. But, worst of all, reports that
read as advocating the taxpayer’s case are especially disfavored.
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APPRAISAL EXPERTISE
Even with an apparently well-written report,
the appraiser can be in jeopardy if he or she is
not qualified as an expert in the business which is
the subject of the appraisal. Frequent abuses in this
regard involve business appraiser rendering real estate
opinions and vice versa. Another commonly seen error
is appraisers which, in effect, provide legal opinions to
support their conclusions.

QUESTIONS YOU MAY HAVE?
Q | Will you always find a deficiency in a
reviewed report?
A | Absolutely not. While no report is perfect, I
will categorize my comments based on levels of
importance. The best outcome is for you to receive
confirmation that the report you are using is a good
one.
Q | If you find substantial problems with the report,
are you proposing that you would furnish a report of
your own?
A | No. I see that as a potential conflict of interest. You might
discuss any issues I have raised with the report’s author to
get their reaction. This might lead to a revision or, perhaps, their
explanations will satisfy you that their opinion is sound. Experts
can and do disagree. Alternatively, you could hire another qualified
appraiser.
Q | If I am already in the midst of a tax controversy, can you serve as a testifying
expert?
Yes. This is one of the services I offer.

ADVANTAGES OF AN APPRAISAL ASSESSMENT
What an Appraisal Assessment Does for You

fter having been through more than 1000

Over the years, I have been fortunate to have had

valuation assignments, many Tax Court trials

some of the best attorneys in America review my

and dozens of IRS audits, I have learned

work. In almost every instance, invaluable advice and

(sometimes the hard way) what makes an

suggestions in report writing were provided.

effective report. Even a technically sound report can
have communication weaknesses which dilute the
desired impact on the trier of fact. Such reports can

“Let me put this accumulated knowledge to
work for you and your client.”

be reinforced and improved without affecting the
valuation conclusion.
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FRAZIER REPORTS
Tax Court and Federal Appeals Courts

Pierson M. Grieve v. Commissioner, U.S. Tax Court Docket No. 8249-18, pending (March, 2019).
Steinberg v. Commissioner, 145 T.C. No. 7 (October, 2014)
Hendrix v. Commissioner, T.C. Memo 2011-133 (June 15, 2011)
McCord v. Commissioner, [F. 3rd . No. 03-60700 (5th Cir. August 22, 2006)] Re: McCord v.
Commissioner 120 T.C. 358 (2003), United States Court of Appeals for the Fifth Circuit.
Charles T. McCord and Mary S. McCord, Donors v. Commissioner of Internal Revenue, United
States Tax Court. 120 T.C. 358 (2003).
Estate of Frazier Jelke III vs. Commissioner, U.S. Court of Appeals for the 11th Circuit No. 0515549 filed Nov. 15, 2007 [reversing in part T.C. Memo 2005-131 filed May 31, 2005], United States
Court of Appeals for the Eleventh Circuit
Estate of Frazier Jelke, III, Deceased, Wachovia Bank, N.A. (formerly known as First Union National
Bank), Personal Representative, v. Commissioner of Internal Revenue, United States Tax Court.
T.C. Memo 2005-131 (2005).
Estate of Gladys Cook v. Commissioner of Internal Revenue, United States Tax Court. T.C. Memo.
2001-170 (2001).
Estate of Dunn [301 F.3d 339 (2002), rev. 79 TCM 1337 (2000)] Re: T.C. Memo 2000-12, United
States Court of Appeals for the Fifth Circuit
Estate of Beatrice Ellen Jones Dunn, Deceased, Jesse L. Dunn III, Independent Executor v.
Commissioner of Internal Revenue., United States Tax Court. T.C. Memo 2000-12 (2000).
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Publications by Will Frazier, ASA
“Determining the Cost of Blockage by the Market-Derived
Blockage Model.” Business Valuation Review. Volume 37, Issue
2, Summer 2018.

“NICE Real Estate Valuation Module” BV-171 WEB. American
Society of Appraisers. April 24, 2018. Available at: http://www.
appraisers.org/Education/View-Course?CourseID=608.

“The Tax Cuts and Jobs Act and New Pass-Through Entity Impacts” BVTX2-WEB. American Society of Appraisers. 2018.
Available at: http://www.appraisers.org/Education/
View-Course?CourseID=8733.
“Valuing Very Large Estates Holding Investment Assets.”
A BVR Webinar. December, 2017. Available at: https://sub.
bvresources.com/TrainingEvent.asp?WebinarID=613.

“The Estate of Franklin Z. Adell v. Commissioner: SRR Experts
Cited in Recent Tax Court Decision Involving Personal
Goodwill,” The SRR Journal, Fall 2014.

“Cost of Capital of Family Holding Company Interests,” Cost
of Capital (Fifth Edition) Workbook and Technical Supplement,
2014.

“After McCord: The Future of FLP Valuations and Discount
Determinations.” BVR’s Guide to Business Valuation Issues in
Estate and Gift Tax. Linda Trugman, editor. Business Valuation
Resources, LLC (2010).
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Publications cont.
“In Defense of Tax Affecting,” The SRR Journal, Spring 2016.
“Erasing the Unwritten Rule,” The SRR Journal, Fall 2015.
“How new IRS rules could be devastating” for family-owned
businesses,” Houston Business Journal, September 1, 2016.
“Estate of John Koons v. Commissioner, TCM 2013-94,” The SRR
Journal, Fall 2013
“Unintended Consequences” Trust & Estates, June 2011.
“Estate and Gift Tax Valuation Outlook for 2017” Trusts & Estates.
February 2017.
“The Future of Estate Planning,” The Stout Journal, Spring/Summer
2017.
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