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INTRODUCTION

Date of Report
March 9, 2022

Client and Intended Users

This report is prepared for John Vickery, Burlington City Assessor. Other intended users
include any other as designated by Mr. Vickery. This is a public document. This report is
intended to complement, but not replace, the supporting materials that have been
provided to the assessor in the form of interim reports, quality audit reports and
appendices, and procedural and training manuals throughout the project.

Intended Use

Use of this appraisal and its conclusions is limited to the administration of property
taxes according to the governing laws of this jurisdiction.

Effective Date of the Appraisal

Pivotal to all appraisals is the determination of the “date of value”. The date of value is
that point in time to which all valuation is focused. All valuation data before this date is
collected, analyzed, and put into various formulae, tables, and models. For Burlington'’s
reassessment project, the effective date of value is April 1, 2021. Changes in economic
trends after the date of value have no bearing on the value estimate. Although data
was collected and analyzed prior to April 1, 2021, all final value were finalized after this
date. As is the nature of most ad valorem mass appraisals, Burlington's effective date
of appraisal is, therefore, retrospective.

Scope of Work

Vermont statute V.SA § 4041a requires a municipality to reappraise its Grand List
properties if the Director of the Division of Property Valuation and Review determines
that the municipality’'s education grand list is at a common level of appraisal (CLA)
below 85% or above 115% or has a coefficient of dispersion (COD) greater than 20%. The
CLA and COD compare local appraised values to recent market sales. On July 9, 2018,
the Vermont Tax Department provided notice to the City of Burlington of an order to
reappraise all properties in Burlington as values were no longer meeting equitable



valuation standards set by the Vermont department of Tax and the International
Association of Assessing Officers (IAAQ). Burlington’s previous revaluation was
completed in 2005.

A revaluation is a complete and systematic valuation of all real property within a
jurisdiction that is performed in order to ensure fair and equitable taxation. For this
project, Safeground Organic Analytics' scope of work was to estimate the market value
of all commercial, industrial, apartment, and exempt properties as of the date of value
and conduct an informal hearing process. All the items were to be included in a final
appraisal document as part of the revaluation process. It should be noted that Tyler
Technologies was responsible for on-site data collection of physical property
characteristics as part of this revaluation.

The cost, income, and sales comparison approaches to value were all considered in
arriving at value conclusions for commercial, industrial, apartment, and exempt
properties. In most cases, the income approach was the primary source of value,
supported by the cost and sales comparison approaches.

The following steps were used to conduct the reassessment:

1. Before and after IAAO performance-based testing

2. Market conditions/time adjustment study

3. Land use code sales study by units of comparison to include SP/SF, SP/UNIT

4. Analyze the national commercial market including rents, vacancies and cap
rates using industry resources such as Integra, HVS, CBRE, CoStar, Marcus
Millichap, NAR, Colliers Commercial, Statista, LW Hospitality Advisors, Real
Capital Analytics, Cushman and Wakefield, Lodging Analytics, The Boulder
Group, and PWC

5. Analyze the regional commercial market including rents, vacancies and cap
rates using the December 2019 & 2020 Allen, Brooks, & Minor Reports

6. Analyze the local commercial market including rents, vacancies, and cap rates
using actual income and expense data supplied by property owners in 2018 and
2019

7. Land use code income and expense analysis to include GPI/SF, GPI/UNIT,
vacancy rates, expense rates. NOI/SF, NOIl/unit

8. Selection of land use code stratification models

9. Commercial income and cost model development

10. Progress meetings with the assessor and staff

1. Review of final values with assessor

12. Training for assessor and staff when needed

13. Conduct informal hearings with property owners

14. Perform reconciliation of hearing parcels based on information provided by
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property owners and representatives

15. Perform statistical testing based on State of Vermont and IAAO performance
standards

16. Documentation writing and editing

The City Assessor reviewed and provided input for market analysis, model construction,
and final value conclusions.

Type and Definition of Value

Vermont law requires assessors appraise property according to its “fair market value”
(32 VS.A § 4041). The estimated fair market value of a property is the price that the
property will bring in the market when offered for sale and purchased by another,
taking into consideration all the elements of the availability of the property, its use both
potential and prospective, any functional deficiencies, and all other elements such as
age and condition that combine to give property a market value. Those elements shall
include the effect of any state or local law or regulation affecting the use of land,
including 10 V.S A. chapter 151 or any land capability plan established in furtherance or
implementation thereof, rules adopted by the State Board of Health, and any local or
regional zoning ordinances or development plans. In determining estimated fair
market value, the sale price of the property in question is one element to consider but
is not solely determinative.

The purpose of this reassessment project was to appraise the fee simple market value
of all pertinent properties.

Fee simple is defined as:
“Absolute ownership unencumbered by any other interest or estate,
subject only to the limitations imposed by the governmental
powers of taxation, eminent domain, police power and escheat.”

Dictionary of Real Estate Appraisal 6th edition, The Appraisal Institute, 2015

Market value is defined as:
"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,
the buyer andseller,each acting prudently, knowledgeably, and for
self-interest, and assuming neither is under undue duress.”

Dictionary of Real Estate Appraisal 6th edition, The Appraisal Institute, 2015




For purposes of this report and this reappraisal project, the terms market value and fair
market value are considered to be synonymous. These definitions provide guidelines
and boundaries to help appraisers ascertain whether data and resulting valuations
meet acceptable standards.

Property Rights Appraised

As discussed above, the intent of the Burlington project was to value all the property
rightsin realty to produce what is commonly known as a fee simple appraisal. However,
there are occasions where the fee simple rights have been divided. One such example
in Burlington is an apartment building for which the land is leased to the building
owner. In most cases when both rights in realty fully reflect market rates, the
summation of each of the rights equals fee simple value.

Other examples of split property rights are leased fee interests in many office spacesin
the CBD. These lease fee interests exist when the tenant has a below or above market
rent. Appraisal of any property subject to a lease condition produces a leased fee
appraisal. When a lease rent is equal to market rent, then leased fee interest equals fee
simple interest. Great care was taken to identify whether a property had below or above
market leases causing a leased fee value. All properties were appraised with market
rent and expenses thus producing a fee simple rather than a leased fee appraisal or
partial interest appraisal.



USPAP & MASS APPRAISAL

Real Property Assessment and reassessment is governed by Standard 5 [Development]
and 6 [Reporting] of the Uniform Standards of Professional Practice (USPAP 2020-2021).
This document provides the framework which governs the appraisal methodology,
assumptions, and limiting conditions of the City of Burlington reassessment.

Standard 5 governs the development of a mass appraisal. To fulfill the standard “an
appraiser must be aware of, understand, and correctly employ these recognized
methods and techniques necessary to produce and communicate credible mass
appraisals.”

Pivotal to Standard 5 is Rule 5-5 and Rule 5-6 which require that appraisers:

e have data of a sufficient quantity and quality to produce credible values

e collect, verify, and analyze data necessary to arrive at market value

e weigh and consider historical information and market trends

e consider the use of the Cost, Income, and Sales Comyparison approaches

e employ recognized assessment techniques for model tables and calibration

Standard 6 governs the reporting of a mass appraisal. To fulfill the standard “an
appraiser must communicate each analysis, opinion, and conclusion in a manner that
is not misleading.”

The standards of USPAP were adhered to in the valuation of all commmercial properties
during the City of Burlington's reassessment project.

Assumptions, Limiting Conditions, & Jurisdictional Exceptions

The following assumptions and limiting conditions apply to the 2021 Burlington, VT
Revaluation:

e This report is intended to complement, but not replace, the supporting
materials that have been provided to the Assessor in the form of interim reports,
quality audit reports and appendices, and procedural and training manuals
throughout the project.

e The properties were assumed to be free of any and all liens and encumbrances.
Each property has also been appraised as though under responsible ownership
and competent management.



Surveys of the assessed properties have not been provided. We have relied upon
tax maps and other materials while estimating physical dimensions and the
acreage associated with assessed properties.

We assume the utilization of the land and any improvements is located within
the boundaries of the property described. It is assumed that there are no adverse
easements or encroachments for any parcel that have not already been
addressed in the mass appraisal.

All data entry, including, but not limited to, property transfers, table
maintenance, and property characteristics information entered by the City of
Burlington is assumed to be accurate and complete.

Property data collected by Tyler Technologies and maintained by the City of
Burlington is assumed to be current, accurate, and complete.

We assume that there are no hidden or unapparent conditions associated with
the properties, subsoil, or structures which would render the properties (land
and/or improvements) more or less valuable.

It is assumed that the properties and/or the landowners are in full compliance
with all applicable federal, state, and local environmental regulations and laws.

It is assumed that properties are in compliance with all applicable zoning and
use regulations.

It is assumed that all required licenses, certificates of occupancy, consents, or
other instruments of legislative or administrative authority from any private,
local, state, or national government entity have been obtained for any use on
which the value opinions contained within this report are based.

We have not been provided a hazardous conditions report, nor are we qualified
to detect hazardous materials. Therefore, evidence of hazardous materials which
may or may not be present on a property, was not observed. As a result, the final
opinion of value is predicated upon the assumption that there is no such
material on any of the properties that might result in a loss or change in value.

Information, estimates, and opinions furnished to the appraisers and
incorporated into the analysis and final report were obtained from sources
assumed to be reliable, and a reasonable effort has been made to verify such
information. However, no warranty is given for the reliability of this information.



e The Americans with Disabilities Act (ADA) became effective January 26,1992. We
have not made compliance surveys nor conducted a specific analysis of any
property to determine if it conforms to the various detailed requirements
identified in the ADA. It is possible that such a survey might identify
nonconformity with one or more ADA requirements, which could lead to a
negative impact on the value of the property(s). Because such a survey has not
been requested and is beyond the scope of this appraisal assignment, we did
not take into consideration adherence or non-adherence to ADA in the valuation
of the properties addressed in this report.

e Possession of this report does not carry with it the right of reproduction, and
disclosure of this report is governed by the rules and regulations of the City of
Burlington, Vermont and is subject to jurisdictional exception and the laws of
the State of Vermont.

e That all the terms and conditions of the contract between Safeground, Inc. and
the City of Burlington were fulfilled.

Extraordinary Assumptions and/or Hypothetical Conditions

There were no extraordinary assumptions and/or hypothetical conditions used in the
execution of this project.



PROPERTY IDENTIFICATION

There are 1249 taxable commercial, industrial, and apartment (CIA) properties in
Burlington. Apartments dominate the makeup of CIA properties, followed by
commercial, mixed-use, condominiums, vacant land, industrial, and utility. The table
and chart below show the parcel distribution among all CIA property types.

PROPERTY TYPE PARCEL COUNT
Commercial 286
Industrial 17
Apartments 645
Mixed Use 143
Condominium 103
Utility 12
Vacant Land 43
TOTAL 1,249

= Utility = Vacant Land

1% 3%

= Condominium

8% \

= Commercial

a 23%

Mixed Use
12%

= |ndustrial

] Apartments/

52%



NEIGHBORHOOD DELINEATION

A neighborhood, from an appraisal perspective, is the identification of a location or area
which influences property value due to economic, legal, and/or physical boundaries.
From a more detailed perspective, a neighborhood can be further defined as a
geographic area exhibiting a high degree of homogeneity in economic amenities, land
use, economic trends, and property characteristics such as quality, age, and condition.
Neighborhoods are not characterized as good, average, poor, etc. They stand on their
own merits based on uniform composition. Simply put, the neighborhood can be
defined as the area where similar properties compete economically.

Commercial neighborhoods are identified by a location or area which influences
property value due to economic, legal, and physical boundaries. In most circumstances,
properties will compete with each other within the same immediate neighborhood.
Since rental rates are directly affected by location and apartment prices are driven by
rental rate, apartments typically compete in the immediate neighborhood. Other
properties, however, such as second floor office space, may cross neighborhood lines
and compete throughout sections of Burlington. Other properties, like a 100,000
square foot Industrial property, will not only cross immediate neighborhood lines, but
they will most likely compete throughout the county. Therefore, the neighborhood for
100,000 square foot industrial properties in Burlington can be considered to
encompass all of Vermont. As property types and characteristics expand, so do
neighborhood lines. The appraisal of Burlington's commercial properties considered
the effect and/or the need of widening the understanding of what is a subject’s
neighborhood. Therefore, rental rate data and sale data were taken by crossing
Burlington's neighborhood lines and, where necessary, city lines.

Delineation of valuation neighborhoods for commercial properties is a key driver in the
valuation of land, the application of the income approach, and the application of the
market approach.

Significant characteristics in defining neighborhoods include such items as:

e Physical boundaries
o Natural —asrivers, streams, woods, etc.
e Distance from amenities such as the highway
e Building characteristics: type, quality, age, and condition
e Occupancy Type (i.e. industrial, apartment, retail, and office)
e Current zoning: Preexisting nonconformity and development rights
e Typical land size and land valuation
e Sale prices



In Burlington, neighborhood delineation involved the following procedures:

1. John Valente of Safeground Organic Analytics conducted a physical tour of the
city.

2. A physical inspection was conducted to categorize the condition, desirability,
and utility of all properties.

3. Based on physical observation, neighborhood boundaries were created or
adjusted. The specific boundaries were determined by significant physical
and/or economic differences from adjacent areas.

4. After review, boundaries and neighborhood numbers were revised in
consultation with the assessor’s office.

5. The boundaries were then refined down to the parcel level utilizing individual
field tax maps.

After defining neighborhoods, the appraiser can then analyze the comparative
differences between neighborhoods for such variables as age of dwelling, quality of
construction, lot size, traffic, sale price, etc.

Burlington's twelve primary valuation neighborhoods are described in detail below,
while a more comprehensive presentation of neighborhood data is available in the
appendix of this document.

NEIGHBORHOOD 500 - Church Street Market

Located in the Center of Burlington, neighlbborhood 500 is comprised of only those
properties on Church Street. It functions as the heart of the CBD in Burlington. It is
bordered to the north by Pearl Street, to the south by Main Street, to the east by Church
Street's eastern rear lot lines, and to the west by Church Street's western rear lot lines.

Neighborhood 500 is a valuable and desirable neighborhood in Burlington. The street
is filled with restored late 19th or earlier 20th century elegant buildings. Only
pedestrians are allowed on the brick street. The neighlborhood consists of 48 improved
Commercial parcels. The predominate use is retail space. Most of the retail space has
second and third floor office and/or apartment space. The neighborhood is well
trafficked throughout the year by University Students and tourists. The values range
from $382,200 to a high of $14,651,400, with a median value of $1,208,900. All properties
in this neighborhood are in the D-Downtown zone.

NEIGHBORHOOD 510 - CBD Central Business District

Neighborhood 510 surrounds neighborhood 500 as an expanding circle stretching
from the north by Pearl Street's northern rear lot lines, to the south by Main Street's
rear lot lines, to the west by Battery Street's rear lot lines and to the east by South
Street's western rear lot lines.
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Neighborhood 510 is also a valuable and desirable neighborhood in Burlington. It
functions as a ring around Church Street and makes up the balance of the Central
Business District (CBD). The streets have a series of mixed-use buildings, office towers,
parking garages, and banking facilities. The neighborhood consists of 173 improved
Commercial parcels. The uses are evenly split between high-rise office condominium,
office space over retail, and low-rise general office space. The values range from $89,600
to a high of $20,971300, with a median value of $905500. 65% of the properties are in
the D zone, 21% in the DT (Downtown Transition) zone and 9% in the RH (Residential-
High Density) zone, with the balance in various other zones.

NEIGHBORHOOD 520 - North Street
Neighborhood 520 splits neighlbborhood 510 in half. It covers all the commercial
properties on North Street with some minor frontages on spur streets.

North Street is a heavily traveled road, which has a mixture of multifamily units over
small single user retail space; multifamily buildings sprinkled with smaller (<2,000
square foot) offices, and retail space. The neighborhood consists of 24 improved
commercial parcels. Multifamily leases are typically for one year and are written on a
gross-plus-utilities basis. Unlike the multifamily space, retail and office space are
frequently month-to-month on a gross-plus-utilities basis. The values range from
$183,300 to a high of $1,467,100 with a median value of $560,750. 96% of the properties
are in the NMU (Neighborhood Mixed Use) zone, with the remaining 4% in the RM
(Residential-Medium Density) zone.

NEIGHBORHOOD 530 - Old North End

Neighborhood 530 covers the area north of neighborhood 510 and south of Interval.
The neighborhood is bifurcated by North Street in neighlborhood 520. It is bounded to
the east by the rear lot lines of North Willard Street, to the west by North Ave and Depot
Street, to the north by the New England Central Rail Line, and to the south by the rear
lot lines of Pearl Street.

Neighborhood 530 is primarily comprised of older, early 20th century multifamily and
apartment buildings situated on small parcels with limited parking. The neighborhood
consists of 234 improved commercial parcels. Most leases are for a term of one year and
are written on a gross-plus-utilities basis. The values range from $48,800 to a high of
$9,497700. 55% of the properties are in the RM zone, 24% in the NMU zone, and 14% in
the RH (Residential-High Density) zone with the balance in various mixed zones.
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NEIGHBORHOOD 540 - Riverside Ave

Neighborhood 540 covers all the properties on Riverside Avenue. Riverside Ave
connects to Colchester Ave on the east side and North Prospect, Hyde, North WinooskKi
on the west.

90% of the properties on the north side of Riverside Ave front the Winooski River. The
downward slope to the river is extreme and reduces the useable acreage of the
properties. Neighborhood 540 does not have a consistent prevalent use. The
neighborhood consists of 25 improved commercial parcels. Most leases are for a term
of one year and are written on a gross-plus-utilities basis. Values range from $258,600
to a high of $30,953,400, with a median value of $763,000. 56% of the properties are in
the NACR (Neighborhood Activity Center-Riverside) zone, 24% in the ELM (Enterprise-
Light Manufacturing) zone, 12% in the NMU zone, and 8% in the RL zone.

NEIGHBORHOOD 550 - University Hill

Neighborhood 550 covers most of the east center of the city. It is bounded to the east
by South Burlington, to the north by neighborhood 540 (Riverside Ave), to the west by
the rear lot lines of South Union Street, to the south by South Burlington, and to the
north by Riverside Ave.

The University of Vermont occupies almost 75% of this neighborhood and is the
dominant economic force of this neighborhood. The remaining 25% provides housing
and commercial space to service the university. Although the school has dormitories,
many students opt to live off campus. The student demand has created apartment
rents that exceed the city standard apartment rents by approximately 25%.
Neighborhood 550 is primarily comprised of older, early 20"-century multifamily and
apartment buildings on small lots that having limited parking. The neighborhood
consists of 20 improved commercial parcels. Most leases are for a term of one year and
are written on a gross-plus-utilities basis. Values range from $360,700 to a high of
$11,836,600, with a median value of $664,500. 45% of the properties are in the RH zone,
25% in the | (Institutional) zone, with the balance in various mixed zones.

NEIGHBORHOOD 560 - Shelburne Street

Neighborhood 560 is Shelburne Street with some parcels having frontage on
Shelburne and adjoining frontage spur streets. It is bounded to the east by rear lot lines
of neighborhood 570 and South Burlington, to the north by Locust Street and Ledge
Road, to the west by the rear lot lines of neighborhood 590, and to the south by South
Burlington.

Shelburne Ave has a variety of commercial uses from industrial properties, gas stations,
car dealership, shopping centers, etc. The neighborhood consists of only 29 improved
commercial properties. There are no dominant commercial uses on Shelburne Ave. The
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road is heavily traveled because of a direct access ramp to -89 via 1-189. Many people
use the exit to Shelburne Ave as a convenient access to downtown Burlington. Most
leases are for a term of one year and are written on a full net or NNN basis. Values range
from $39,900 to a high of $24,992,900, with a median value of $695,700. 69% of the
properties are in the NAC (Neighborhood Activity Center) zone, 24% in the RL zone, and
7% in the RM zone.

NEIGHBORHOOD 570 - South Hill Section

Neighborhood 570 is located in the southeast side of the city. It is bounded to the west
by neighborhood 560 and the rear lot lines of South Union, to the north by the rear lot
lines of Main Street, to the east by the South Prospect Street, and to the south by South
Burlington.

There are 18 improved properties in this neighborhood. 59% of the neighborhood is
comprised of either multifamily or apartment properties. Most leases are for a term of
one year and are written on a gross-plus-utilities basis Values range from $32,000 to a
high of $3,251500, with a median value of $288,400. 89% of the properties are in the RL
zone, 6% in the RM zone, and 6% in the RH zone.

NEIGHBORHOOD 580 - Industrial Park

Neighborhood 580 is located in the far southwest tip of the city. Primarily, it is bounded
to the west by Lake Champlain, to the north by the rear lot lines of Harrison Ave, to the
east by the Vermont Railway line and to the south by Red Rocks Park in South
Burlington. In addition, the Blodgett site on the northern side of Lakeside Ave is also
part of this neighborhood.

Neighborhood 580 is the predominant industrial area of Burlington. The neighborhood
is comprised of these three dominant uses: Warehouse, Light Manufacturing, and
office. The roads within this neighborhood are not heavily traveled. Most leases are for
a term of one year and are written on a full net or NNN basis. Values range from
$417300 to a high of $22,167,300, with a median value of $5,287,050. There are 20
improved commercial properties in this neighborhood. 90% of the properties are in the
ELM zone, with the balance in various mixed zones.

NEIGHBORHOOD 590 - Pine Street

Neighborhood 590 is located in the south and south-central section of the city. It is
bounded to the west by Lake Champlain and neighborhood 580, to the north by the
rear lot lines of Main Street, to the east by the rear lot lines of Shelburne Street and
South Union Street, and to the south by Queen City Parks Road.

Like neighborhood 570, neighborhood 590 is primarily a multifamily area. 48% of the
neighborhood is comprised of either multifamily or apartment properties. Most leases
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are for a term of one year and are written on a gross-plus-utilities basis. Values range
from $45,600 to a high of $36,733,700, with a median value of $836,450. These numbers
are affected by fourteen large properties with values in excess $5,000,000. There are 136
improved commercial properties in this neighborhood. 29% of the properties are in the
ELM zone, 24% of the properties in the RL zone, 20% in the RM zone, and 11% in the RH
zone, with the balance in various mixed zones.

NEIGHBORHOOD 600 - Waterfront

Neighborhood 600 is located on the eastern shore of Lake Champlain. It is bounded to
the north by North Beach Park and neighborhood 610, to the east by Battery Street and
North Street, and to the west by Lake Champlain.

Like neighborhood 500, neighborhood 600 attracts many tourists and college
students. There are a variety of uses including restaurants, shops, museums, the ferry
wharf, marinas, parks and reserves, and offices. Most leases are for a term of two to five
years and are written on a full net NNN basis. Values range from $46,800 to a high of
$9,439,700, with a median value of $1581350. There are 20 improved commercial
properties in this neighborhood. 45% of the properties are in the BST (Battery Street
Transition) zone, 30% of the properties in the DW (Downtown Waterfront) zone, and
25% in the DWPT (Downtown Waterfront-Public Trust) zone.

NEIGHBORHOOD 610 - New North End

Neighborhood 610 is the largest neighborhood in area and comprises the entire north
section of the city. It is bounded to the west by Lake Champlain, to the north and east
by the Winooski River and Colchester, and to the south by the New England Central
Railroad.

Neighborhood 610 has a wide variety of uses from gas stations, shopping centers, small
retail shops, and service garages. The only concentration of use is multi-families and
apartments at 52%. Most commercial leases are written on a two to five-year term on a
NNN basis. Most apartment leases are for a term of one year and are written on a gross-
plus-utilities basis. Values range from $173,090 to a high of $27,508,500, with a median
value of $1,053,300. These numbers are skewed by fifteen large properties with values
in excess $5000,000. There are 75 improved commercial properties in this
neighborhood. 49% of the properties are in the RL zone, 28% of the properties in the
NAC zone, and the balance are in various mixed zones.
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HIGHEST & BEST USE

The concept of highest and best use is pivotal to the accurate appraisal of all real
property. In Burlington, commercial valuation was not completed until the appropriate
highest and best use was chosen.

Highest and best use is defined as that reasonable and probable use that supports the
highest present value, as defined, as of the effective date of valuation. Alternatively, it
would be that use, frorm among reasonably probable and legal alternative uses, found
to be physically possible, appropriately supported, financially feasible, and which results
in highest land value (Institute of Real Estate Appraisers — Real Estate Appraisal 15th
edition).

This definition applies specifically to the highest and best use of land. It is to be
recognized that in cases where a site has existing improvements on it, the highest and
best use may very well be determined to be different from the existing use. The existing
use will continue, however, unless and until land value in its highest and best use
exceeds the total value of the property in its existing use.

For commercial, industrial, and apartment (CIA) property types, market data suggests
that recent market changes vary by property type. Despite moderate rent increases,
multifamily (apartment) properties have experienced the most significant appreciation
in value in recent years, buoyed by low vacancy, reduced mortgage rates, and
diminished expectations for equity dividend rates. Retail and office properties have
experienced flat or negative growth over the same period, a trend precipitated, or at
least accelerated, by pandemic-related decreases in demand.

Despite these market changes, the present use of most properties remains its highest
and best use. There is some speculative development in the conversion of office space
into apartment use. There is little if any speculative development in industrial,
warehouse, office, or retail use.

Impact of Covid-19 on Commercial Values

During the entire revaluation process, the appraisers closely observed the fluctuating
economic conditions resulting from the COVID-19 pandemic. For many commercial
properties, the appraisers had access to income and expense information for calendar
years 2018 and 2019. The appraisers also continued to monitor market conditions
through the appraisal date and considered 2020 and 2021 income and expense data
when provided during the informal hearing process. Economic conditions during the
COVID-19 pandemic were concluded to have both short-term and potentially long-
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term impacts on the Burlington real estate market, including construction costs,
market rents, expense rates and vacancy rates. It should be noted that not all these
impacts were negative, with some market segments experiencing appreciating values
throughout this period of time. The significance and duration of these impacts was
observed to vary depending on specific property types, with some market segments
trending back toward pre-pandemic levels as of the valuation date. The appraisers
worked closely with the Burlington City Assessor throughout the process to determine
the most appropriate methods of reflecting these fluctuating economic conditions in
the estimates of market value.

In general, it was observed that as office and retail rents declined, vacancy, expenses
and capitalization rates increased. At the same time apartment rents increased while
vacancy and capitalization rates decreased. Rent concessions, rent deferrals, lease
terminations were common for office and retail space. As vacancy increased expenses
soared. Church Street office and retail space had varied degrees of vacancy, with some
being significantly higher than others. This was echoed by some large national chains,
such as Macy's, leaving Church Street. Although demand for apartment space
persisted, some landlords were plagued with delayed payments and lost payments
due to tenant unemployment. Hotel occupancy in Burlington was particularly hard-hit
and dropped from 70% occupancy to a low of 30%.
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SALE DATA

Accurate and complete sale data is vital to the revaluation process. The appraisers study
and analyze market activity to help build and calibrate valuation models. Additionally,
the appraisers analyze the relationship between appraised values and sale prices, or
Appraisal-to-Sale Ratios (ASR's), to test for compliance with local and international
assessment standards.

The date range for the sales sample used in this project was January 2018 through
February 2021. A search of real estate transactions within this date range revealed 78
valid sales of commmercial, industrial, and apartment properties in the City of Burlington.
These sales represented arms-length transactions that adhered to the definition of
market value cited above, including reasonable market exposure and a buyer and seller
that each act prudently, knowledgeably, and for self-interest, where neither buyer nor
seller is under undue duress.

Time Adjustments

The appraisers consider time adjustments to sale prices where there is evidence of
market appreciation or depreciation. The appraisers analyze trends in sale prices in
order to identify and quantify market appreciation or depreciation from the date of sale
to the date of value. As the goal of the revaluation is to estimate market value as of the
appraisal date, the purpose of time adjustments is to make the sale prices within the
sample more representative of market value as of the appraisal date.

One method of quantifying market changesis to analyze the resale of properties within
the date range of the sales sample. For example, if Property A sells for $100,000 on
January 1,2018 and then sells again on January 1,2019 for $112,000, the indicated market
appreciation between the first and second sale is $12,000, assuming there are no
substantive physical changes to the property during that time. The appreciation in this
example can be further calculated as 12% or 1% per month. There were not sufficient
resales to rely solely upon this method of time adjustment for the City of Burlington
revaluation.

A second method of quantifying market appreciation or depreciation is to analyze the
ratios of sale prices within the sales sample to independent variables such as building
area, apartment units, or even prior assessed values. This analysis can reveal trends that
allow the appraisers to measure market changes over time.

For this project, the appraisers performed this second method of measuring market
changes over time. The appraisers applied trend lines to scatter diagrams in Microsoft
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Excel and extracted equations from those trend lines. These equations then allowed
the appraisers to predict the ratios of sale prices to independent variables based upon
the number of days that the sale occurred before the appraisal date. For this analysis,
the appraisers invert the typical appraisal ratio statistic to reflect a positive trend in
appreciation. Therefore, instead of appraisal-to-sale ratio (ASR), the analysis uses sale-

to-appraisal ratio (SAR). Below is an example of this analysis:

SAR Time Trending Analysis
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y = 0.0003x + 1.3938
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This analysis suggests market appreciation of approximately 7.84% per year during

the sampled date range.

SAR Trend: y =0.0003x +1.3938
y = expected sale-to-appraisal ratio

X =day in sale range (day 1= January 24, 2018, day 1,164 = April 1, 2021)

Result for assessment date (april 1, 2021, day 1,164):
vy =0.0003 (1164) + 1.3938
y=1743
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Result for day 1 of sale date range @Fanuary 24, 2018, day 1):
¥y =0.0003 (1) + 13938
¥ =13941

Change from beginning of sale date range to assessment date:
% change = (day 1164 result /day 1 result) - 1
% change = (1.743/13941) - 1
% change = 25.0% or 0.0215% per day or 7.84% per year

Additional mitigating factors, such as the recent changes in economic conditions
brought on by the COVID-19 pandemic and speculative sales discovered by the
appraisers, led the appraisers to apply a more conservative time adjustment of 4.0%
per year or 0.33% per month. This appreciation was applied to all sale prices within the
sales sample to derive time adjusted sale prices. For example, if Property B sold for
$500,000 on October 1, 2020 (six months before the appraisal date), then the sale price
was adjusted by 2% (0.33% x 6 months), or $10,000. The time adjusted sale price for
Property B is $510,000.

The time adjusted sale prices are then used to calculate appraisal-to-sale ratios in all
future analysis. A table of all valid sales used for analysis in this revaluation is included
in the appendix of this document.
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PRELIMINARY TESTING RESULTS

Valuation models must be accurate, reliable, and valid:

Accuracy in valuation modeling refers to the accurate prediction of value on
known and unknown data. The model should accurately appraise properties
whether or not income, cost, or sale data is available.

Reliability in valuation modeling refers to the ability of the model to replicate
work in predicting accurate values, even when physical data changes. If a new
apartment unit is added to a building even though the building has not
increased in size, the model should increase the value.

Validity in valuation modeling refers to the model’s ability to value property
features the way the appraiser intended. In Burlington, the value of a retail store
on Main Street should not change if a 200 square foot shed is added to the rear
of the building for storage. The shed does not increase income and therefore
should not increase value.

Aside from meeting the criteria of USPAP, the best test of a model is its ability to meet
IAAO Performance Standards. These standards are summarized in the table below:

TYPE MEDIAN ASR COD PRD PRB
Larger, urban jurisdictions 0.90-1.10 150o0rless  098-1.03 -0.05toc0.05
Smaller, rural jurisdictions 0.90-1.10 200 o0rless  098-1.03 -0.05to00.05
Vacant land 0.90-1.10 200o0rless 098-1.03 -0.05to 0.05

Burlington is considered a larger urban jurisdiction and would be held to the standards
outlined above. All these standards refer to the appraisal-to-sale ratio (ASR).

Prior to the reassessment, the appraisers conducted a sales ratio study on Burlington's
valid commercial sales from January 24, 2018 through February 5, 2021, consisting of 78
sales in total. The purpose of this testing was to measure the accuracy, uniformity, and
equity of existing appraised values and, therefore, discern the extent to which the
existing valuation models reflected market conditions and selling prices as of the date
of valuation. Some of the most important statistical measures studied during this
testing are described below:
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Appraisal-to-Sale Ratio (ASR)— The ASR measures the relationship between
the appraised value and selling price of individual properties. It is calculated by
dividing the appraised value by the time adjusted sale price. An ASR lower than
1.00 indicates that the assessment value is lower than the current market value
suggested by the sale price and vice-versa. The calculated appraisal-to-sale
ratios for each property in the sales sample are the basis for all other statistics
described below.

Median— The median is a statistical measure of central tendency. Measures of
central tendency also include the mean and the mode. The median is defined
as the middle value of an array, and its use in mass appraisal is typically preferred
to other measures such as the mean, or average, as it is less influenced by
statistical outliers. The median ASR is the primary measure of appraisal level, or
appraisal accuracy, in mass appraisal.

Coefficient of Dispersion (COD)— The COD is the primary measure of
assessment uniformity, or assessment consistency, in mass appraisal. It is
defined as the average absolute deviation from the median ASR expressed as a
percentage of that median. Lower coefficients of dispersion indicate more
consistent assessed values and, therefore, more reliable appraisal models.

Price-Related Differential (PRD)— The PRD is a measure of vertical equity in
mass appraisal. It is defined as the quotient of the mean ASR and the weighted
mean ASR. Price-related differentials above 1.03 tend to indicate that higher-
priced properties are being undervalued compared to lower-priced properties
(regressivity), and price-related differentials below 0.98 tend to indicate that
lower-priced properties are undervalued compared to more expensive
properties in relation to market value (progressivity).

Price-Related Bias (PRB)— The PRB is another measure of vertical equity in
mass appraisal. It measures the percentage by which assessment ratios change
when values are doubled or halved. For example, a PRB of -.06 would mean that
assessment levels fall by 6% when values are doubled. Ratios that exceed the
range of -.05 to +.05 indicate problems in the reliability of models or schedules.
The PRB measurement is required by IAAO and not by the State of Vermont.

Preliminary testing results are shown below compared with IAAO standards. As
described in the section above, this ratio study was conducted on a sales sample
consisting of 78 valid and qualified sales occurring from January 24, 2018 through
February 5, 2021. The entire sale sample is included in the appendix of this document.
All statistical testing was conducted using NCSS Statistical Software Version 11.
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MEDIAN ASR CoD PRD PRB

Four-Family 0.63 6.72% 1.01 -0.02
Apartments 0.68 8.93% 1.03 -0.05
Commercial 0.77 28.01% 1.22 -0.14
Mixed-Use 0.60 2890% 1.09 -0.15
Condominium 0.65 14.80% 0.93 0.01
Overall 0.65 16.15% 114 -0.06
IAAO Standards 0.90 - 1.10 15.00% or less 0.98-1.03 -.05 to .05

Results FAILS FAILS FAILS FAILS

These results indicate that the existing appraisals are out of compliance with IAAO
standards for appraisal level (Median ASR), appraisal uniformity (COD) and vertical
equity (PRD & PRB).

The ASR performance test indicates that commercial properties are under-assessed by
30% to 67%. Failure on the COD test indicates the lack uniformity in correlation of selling
prices to the existing appraised values. Despite the overall COD of 16.15% falling just
outside of the acceptable range, stratification by property type indicates significant
uniformity problems within the commercial, mixed-use, and condominium uses. In
addition, both the PRD of 114 and the PRB of -0.06 indicate vertical equity issues,
specifically that higher-priced properties are under-valued in comparison with
relatively lower-priced properties. These vertical equity issues are particularly acute
within the commercial and mixed-use property types.
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(R - Med) / Med

The diagrams and scatter plots below visualize the overall results of the preliminary

testing:

Histogram
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The histogram above shows that there is a statistically
normal distribution of ASRs around the median of 0.65.
This indicates that properties are currently under-
valued.

PRB Scatter Plot
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The downward-sloping trendline on the above PRB
scatter diagram indicates that, in the current
valuation models, assessment levels fall as values
increase.
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The trendline on the above scatter diagram shows a
negative correlation between the variables ASR and
Time-Adjusted Sale Price. This is another indication
that appraisal levels are not consistent at different
price ranges.
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APPROACHES TO VALUE

The three approaches to value in real estate appraisal are the cost approach, sales
comparison approach, and income approach. All three approaches to value were
considered in arriving at value conclusions for commercial, industrial, apartment, and
exempt properties for the City of Burlington revaluation project.

The Cost & Sales Comparison Approaches

The cost approach to value is based on the theory that the market value of an improved
parcel can be estimated as the sum of the land value and the estimated depreciated
value of the improvements. The underlying valuation principle of substitution affirms
that a prudent buyer will pay no more for a property than the cost to acquire a similar
site and construct improvements of equivalent desirability.

The improvement costs developed in this reassessment are replacement costs, the
current cost of producing an improvement with equivalent desirability or utility.
Replacement cost, as opposed to reproduction cost, is developed in order to reflect the
way in which older improvements are treated by real estate investors. Replacement
cost includes the costs of all improvements on the parcel, including primary structures,
attached features (i.e. balconies, canopies, etc), outbuildings, and other site
improvements.

Market Value = Land Value + (Replacement Cost New — Depreciation)

The sales comparison approach to value is a method of estimating market value by
comparing similar properties that have sold or are for sale and adjusting prices based
on marketplace conditions and property characteristics relevant to the value. Most
mass appraisal projects do not utilize a direct sales comparison approach as this
method is impractical for valuing an entire universe of properties. Rather, mass
appraisal projects use sale data to inform other approaches to value and test valuation
models for accuracy and reliability.

The cost approach was developed for commercial, industrial, and apartment (CIA)
properties for this project, however, this approach was typically used in support of the
income approach and not as a final indicator of value. Due to economic conditions and
the inherent difficulty of extracting accurate depreciation estimates from the market,
the income approach to value was deemed a more reliable method of deriving
accurate market value, particularly when there existed sufficient market data on rents,
vacancy, and expenses.
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Land Valuation

Using the methods of neighborhood delineation described above, the appraisers were
able to identify thirteen primary neighborhoods within the City of Burlington. Each of
these neighborhoods was then assigned a neighborhood, or locational, adjustment
factor. These factors are used to alter the previously existing land valuation models
within the CAMA system, which establish base land values for each neighborhood
using base lot sizes, base square footage rates, and adjustments for lots larger or
smaller than the base lot size.

The appraisers determined these factors by considering the physical and economic
characteristics of each neighborhood, including lot sizes, building types and ages,
rents, traffic patterns, and highway access. Additionally, the appraisers performed two
different types of sales analyses as part of the land valuation process.

In jurisdictions or neighborhoods where there are a sufficient number of vacant land
sales, those sales are typically analyzed to support land models for each neighborhood.
That was not the case in Burlington as there are few lots available or desired for
development.

Because of a lack of recent vacant land sales in Burlington, the appraisers had to rely
more heavily upon the industry-recognized land residual technigue. In this technique,
the appraiser removes the contributory building value from sold properties to arrive at
a residual land value. The analysis is an iterative process of model testing against sales.

The land residual technigque takes the value of a sold property on the date of the
appraisal and subtracts the depreciated value of the improvements. What remains is
the land residual amount for that sale. The appraisers have utilized this technique using
sales in multiple neighborhoods with various building types.

Building Valuation

Building valuation is developed by estimating the replacement cost new of all primary
structures, attached features, and outbuildings. The replacement cost new is derived
from cost tables installed in the AP5 CAMA system. All commmercial improvement cost
tables used during the Burlington revaluation were based on the Marshall Swift
Commercial Cost Service. This highly respected cost service provides generic cost
replacement rates for buildings, extra features, and outbuildings. These cost tables
were then locally adjusted to accommodate different building use types in Burlington.
Since various construction types are necessary for different uses, several costs were
developed for basic structures such as high-rise office buildings and service stations.
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Interior finish, heating, plumbing, air conditioning, and lighting requirements varied for
different uses, requiring cost ranges.

Building costs are also adjusted using adjustment factors for quality of construction
(Grade. Quality of construction is one of the most significant adjustments to be made
in the cost approach, as buildings of similar size and use can vary markedly in cost due
to the quality of materials and workmanship. It is important to note, however, that
construction costs do not vary by neighborhood. Construction costs are uniform
throughout Burlington.

After estimating the replacement cost new for the subject property improvements,
depreciation is then subtracted from these costs, dependent upon the effective age of
the improvement. This depreciation is derived from the analysis of market data and
accounts for the physical deterioration, functional olbsolescence, and economic
obsolescence of the subject improvements.

The Income Approach

The income approach is a method of valuing the present worth of anticipated
monetary benefits for an income-producing property. When an investor buys a
commercial property based on income, they use the following criteria to decide their
acceptable purchase price:

e What will be my rate of return for the investment of my equity? This is also
known as equity dividend rate or “cash on cash rate”

e How much will the property appreciate over time?

e What is the available financing and how will its terms affect the value?

¢ What isthe anticipated Net Operating Income (NOI)?

Typically, investors will only buy properties when the equity dividend rate is equal to or
better than substitute investments. If an investor can only receive a 4% return on their
down payment, but they can receive a 16% return on a REIT, they may opt to go with
the REIT investment.

In a reassessment project, Net Operating Income is the Gross Potential Income less all
valid expenses, including vacancy but excluding taxes, amortization, or depreciation.
Investors, as with appreciation, predict how rents will rise to offset increased expenses
or increase profit beyond expenses.
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In the appraisal of Burlington commercial, industrial and apartment properties, the
Income approach was used as the primary determinant of value. The income approach
best reflects the actions and motivations of investors who buy commercial properties
in Burlington. The cost and market approaches were, on the other hand, relegated to
a supportive role for valuing the properties. In the CAMA system, the income and cost
approaches were fully developed and detailed. Unlike residential properties, the
appraisal of commercial properties requires utilizing multiple units of comparison to
arrive at an accurate value estimate. Units of comparison are those variables or
characteristics that investors use in making decisions in purchasing commercial
properties.

Units of comparison enable appraisers to distill value to a specific rate such as
rent/square foot so that comparison may be made with properties that are somewhat
dissimilar.

Burlington commercial properties can be analyzed with the following units of
comparison:

e Income or Sale Price/square foot

e Income or Sale Price/gallons of gas pumped

e Income or Sale Price/apartment unit

e Income or Sale Price/restaurant seats

e Income or Sale Price/restaurant gross receipts
e Income or Sale Price/parking space

e Income or Sale Price/retail gross receipts per square foot
e Sale Price/income square foot

e Cost/square foot

e Sale Price per approved unit

e Income or Sale Price /nursing bed

Using the incorrect unit of comparison can lead to spurious results. The correct unit of
comparison is that unit/variable which the commmercial investor uses to make purchase
decisions. These units of comparison can vary by city, neighborhood, or even within

property types.

For instance, most of the stand-alone fast-food facilities should be valued based upon
gross receipts because that is how investors would decide to purchase these
properties. This decision is further evidenced by the fact that the current leases are
based upon a base rent plus a percentage of gross receipts. However, it would be
invalid to appraise a smaller independent restaurant on a gross-receipts basis. This
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small, low volume, limited seating facility would be appraised on a lease/square foot as
restaurant space, because that is how an investor would consider its value.

Using different units of comparison is not intended to produce higher values, just more
valid and reliable values. Furthermore, using the sales of gasoline or the sales of food to
determine value is not, if correctly employed, a valuation of business value. Care was
taken in Burlington to speak to owners and investors of various property types to

discern what they mean when discussing “gross receipts”, “base lease”, “net lease”,
‘gross lease”, etc.

In general rental rate/square foot was the most common unit of comparison in
Burlington. In the case of atypical properties such as gas stations or restaurants, notes
were left in the private commments section of the CAMA system to show which unit of
comparison and methodology was used to arrive at value,

Gathering Income & Expense Data

Prior to the commencement of this revaluation project, the City of Burlington mailed
income and expense questionnaires to the owners of all commmercial, industrial, and
apartment properties. These mailings requested that property owners report to the
assessor’s office the income and expenses associated with ownership of the property
for the years 2018 and 2019.

Overall,income and expense data was submitted for approximately 300 properties out
of 1,249 commercial, industrial, and apartment properties. This represented a response
rate of approximately 24%. Though individual responses are not public record, the
reported income and expense data from 2018 and 2019 were analyzed and used as a
foundation for the appraisers to build and calibrate the income models used in the
income approach to value.

Capitalization Rate Development

In the direct capitalization of income, the net operating income is divided by a
capitalization rate to arrive at the estimate of market value. In this project, the
appraisers developed capitalization rates based on a study of overall rates in Burlington
and developed a band of investment technique that considered both the return of
investment and return on investment. Part of this process was to conduct a survey of
mortgage rates for local and regional banks to establish rates leading up to the date of
value. The appraisers then compared these to capitalization rates from investor surveys
conducted by industry sources and standards.
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Below are examples of band of investment capitalization development for three
common property types in Burlington:

Band of Investment- Apartments

MORTCAGE TERMS
AMOUNT YEARS INTEREST IMPUTED ITAO/MONTHLY IMPUTED ITAO/ANNUM
$1 20 3.50% 0.0057996 0.069595166

HYPOTHETICAL PURCHASE $1,000,000

POSITION LOAN TO VALUE INVESTED @ INSTALLMENT TO AMORTIZEONE = RETURN ON INVESTMENT

Bank 80% $800,000 6.96% 557%
POSITION EQUITY INVESTED EQUITY DIVIDEND RATE RETURN ON INVESTMENT

Investor 20% $200,000 4.78% 0.96%

CAPITALIZATION RATE EXCLUDING TAXES 6.52%

EFFECTIVE TAX RATE 2.23%

CAPITALIZATION RATE INCLUDING TAXES 8.75%

Band of Investment- Industrial

MORTCAGE TERMS
AMOUNT YEARS INTEREST IMPUTED ITAO/MONTHLY IMPUTED ITAO/ANNUM
$ 20 3.75% 0.0059289 0.071146598

HYPOTHETICAL PURCHASE $1,000,000

POSITION LOAN TO VALUE INVESTED | INSTALLMENT TO AMORTIZE ONE RETURN ON INVESTMENT

Bank 75% $750,000 7% 534%
POSITION EQUITY INVESTED EQUITY DIVIDEND RATE RETURN ON INVESTMENT
Investor 25% $250,000 9.23% 2.31%
CAPITALIZATION RATE EXCLUDING TAXES 7.64%
EFFECTIVE TAX RATE 2.36%
CAPITALIZATION RATE INCLUDING TAXES 10.00%
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Band of Investment- Retail

MORTGAGE TERMS
AMOUNT YEARS INTEREST IMPUTED ITAO/MONTHLY IMPUTED ITAO/ANNUM
$1 20 375% 0.0059289 0.071146598

HYPOTHETICAL PURCHASE $1,000,000

POSITION LOAN TO VALUE INVESTED @ INSTALLMENT TO AMORTIZEONE = RETURN ON INVESTMENT

Bank 75% $750,000 711% 534%
POSITION EQUITY INVESTED EQUITY DIVIDEND RATE RETURN ON INVESTMENT

Investor 25% $250,000 13.23% 3.31%

CAPITALIZATION RATE EXCLUDING TAXES 8.64%

EFFECTIVE TAX RATE 2.36%

CAPITALIZATION RATE INCLUDING TAXES 11.00%

COVID ADJUSTMENT 1.00%

TOTAL CAPITALIZATION RATE 12.00%

The third capitalization rate showed here for retail properties includes a 1% “COVID
Adjustment.” This adjustment was made to capitalization rates for some property types
most acutely affected by adverse economic conditions resulting from the COVID-19
pandemic. These conditions are described in more detail on pages 15 and 16 of this
document. The 1% adjustment applied to the retail capitalization rate corresponds with
an 8.3% reduction in appraised values for this property type:

Value for theoretical retail property with NOI of $100,000 using
11.00% cap rate:

$100,000/11.00% = $909,091
Value for theoretical retail property with NOI of $100,000 using
12.00% cap rate:

$100,000/12.00% = $833,333

Adjustment effect on appraised value:

($833,333/$909,091) - 1 =-8.3%
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RECONCILIATION & REVIEW

Subsequent to the production of values for individual properties, appraisers began the
final step in the mass appraisal process prior to notifying property owner of their new
proposed assessed values. During the review phase, appraisers review the value
estimates, verify observable data, adjust the value estimates for any changes, choose
the final valuation methodology, and ensure that like properties are appraised
equitably. For this project, the review process was conducted by John Valente, ASA,
with regular input provided by the city assessor. The review was conducted remotely
using a variety of reports and tools including AssessPro 5.0, online GIS mapping,
Microsoft Excel, income and expense reports, and sales data.

After the review process, data was modified or corrected in the CAMA system to reflect
the judgment of the reviewer. Once entered, all value conclusions were tested for
reliability and validity based on:

o Comparison with valid sales
e Comparison with income and expense data from similar properties
e Comparison with, if applicable, known cost data

As discussed earlier, the income approach was deemed a reliable indicator of value. For
that reason, most commercial property in Burlington was valued using that approach.
The cost approach was used to a limited degree to value atypical properties and smaller
single-user properties. It was also used to support the income approach. Because of
the modicum of sales data, the sales approach provided support to the primary
approach and assisted in testing the accuracy of the models.

Informal Hearings

In April of 2021, after the appraisers established preliminary assessments, property
owners in the city were mailed a reassessment notice. This notice informed property
owners of the new preliminary assessment on their property and offered them an
opportunity to participate in a process of informal valuation hearings. This process
allowed property owners to make an appointment with one of the project’s
commercial appraisers to discuss their new assessed value.

Commercial appraiser John Valente conducted hearings for a total of 477 commercial,
industrial, and apartment properties beginning on April 19th. During these hearings,
property owners were able to ask questions about the valuation process, communicate
their concerns with the preliminary assessment, and provide the appraisers additional
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information on the property’'s physical characteristics, condition, and income. Owners
were able to submit documentation to the appraisers via email, including property
photos, income and expense statements, and recent appraisals. The appraisers then
reviewed these property assessments and recommended actions based on the
information and documents provided by property owners. These actions included data
corrections and value reductions for some properties where warranted. The Burlington

City Assessor had final approval for these changes.

Below are statistics related to the informal hearings:

Informal Hearings Conducted (# of properties)
Informal Hearings Conducted (% of C/I/A properties)
Total Preliminary Value (hearing parcels)

Value Changes (# of properties)

Value Changes (% of hearing properties)

Total Value Change ($)

Average Value Change (iotal value change/ # of hearings)

Average Value Change (total value change / total prelim value)

477

38%
$898,057,444
401

84%
($190,295,873)
($398,943)

21%
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FINAL TESTING RESULTS

After the reassessment, a sales study of commercial, industrial, and apartment
properties was conducted on the new valuation models with respect to value accuracy
and validity. This study measured the extent to which the new valuation models

reflected market conditions and selling prices on the date of value.

Cited below are the City of Burlington appraisal-to-sale ratio (ASR) tests compared to
International Association of Assessing Officers (IAAQ) Standards using NCSS Statistical

Software on the City of Burlington's valid sales file.

MEDIAN ASR
Four-Family 0.95
Apartments 0.97
Commercial 0.95
Mixed-Use 0.95
Condominium 0.93
Overall 0.95
IAAO Standards 0.90 - 1.10

COoD

4.27%

4.98%

2.01%

2.64%

5.58%

4.30

15.00% or less

PRD

1.00

1.01

1.00

1.01

0.99

1.01

0.98-1.03

PRB

-0.02

-0.04

0.00

-0.02

0.01

0.00

-.05to .05

The passing results in final valuation testing indicate that the City of Burlington
revaluation project was successful in creating and employing valuation models that
provide accurate, uniform, and equitable appraisals among all property types.
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The diagrams and scatter plots
performance testing:

Histogram
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The histogram above shows that there is a statistically
normal distribution of ASRs around the median of 0.95.
This indicates an appraisal level well within Vermont &
IAAO standards.
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The horizontal trendline on the above PRB scatter
diagram indicates that, after revaluation, appraisal
levels are consistent at different price ranges.
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illustrate the concentration of ASRs by percentile and
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The trendline on the above scatter diagram shows a
neutral correlation between the variables ASR and
Sale Price. This is another indicator of the vertical
equity achieved through this revaluation process.
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CONCLUSION

The revaluation of commercial, industrial, and apartment properties for the City of
Burlington accomplished the following:

e [Established fair market values as of the April 1, 2021 valuation date

e Met and exceeded IAAO and State of Connecticut standards

e Met USPAP Standards 5and 6

e Produced accurate, reliable, and valid commmercial valuation models

e Cathered extensive national, regional, and local income and expense data that
helped to substantiate commercial values

e Gathered extensive national, regional, and local sales and cost data that helped
to substantiate commercial values
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CERTIFICATION

| certify that, to the best of my knowledge and belief:

Signature:

The statements of fact contained in this report are true and correct.

The reported analyses, opinions, and conclusions are limited only by the reported
assumptions and limiting conditions, and are my personal, impartial, and
unbiased professional analyses, opinions, and conclusions.

| have no present or prospective interest in the property that is the subject of this
report, and | have no personal interest with respect to the property.

Any services regarding the subject performed by the appraiser within the three-
year period immediately preceding acceptance of the assignment, as an
appraiser or in any other capacity is identified in the body of the report.

| have no bias with respect to any property that is the subject of this report or to
the parties involved with this assignment.

My engagement in this assignment was not contingent upon developing or
reporting predetermined results.

My compensation for completing this assignment is not contingent upon the
reporting of a predetermined value or direction in value that favors the cause of
the client, the amount of the value opinion, the attainment of a stipulated result,
or the occurrence of a subsequent event directly related to the intended use of
this appraisal.

My analyses, opinions, and conclusions were developed, and this report has been
prepared, in conformity with the Uniform Standards of Professional Appraisal
Practice. (USPAP 2020-2021)

| have not made a personal inspection of the properties that are the subject of
this report. | did complete an exterior viewing of each property from a public way
or with digital ortho, oblique and street level imagery captured in the last (3)
years.

My opinion of the total market value for the properties identified in this report
and in the AssessPro CAMA system, as of the April 1, 2021 effective valuation date,
is subject to the final adjustments made by the City as a result of the appeal
process with property owners

Date: 3/9/22

J%M Valente, ASA
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PARCEL ID

5536
4224
5116
4149
7122
5199
ms8
6101
5573
7093
7769
7655
4185
777
71M
4494
8940
1284
5404
5278
9687
4199
4702
4836
5418
7108
7107
5450
8811
7895
7248
5818
1236
7305
47
5501
4147
4988

Burlington, VT Valid CIA Sales for 4/1/21 Revaluation

ADDRESS

57-59 BUELL ST

454 COLCHESTER AVE

213 NORTH WINOOSKI AVE
358-360 NORTH WINOOSKI AVE
117 BANK ST

76 NORTH UNION ST

44 MAPLE ST

64-66 HUNGERFORD TER
37 HYDE ST

76 MAIN ST

301 COLLEGE ST

242 SOUTH WINOOSKI AVE
500 RIVERSIDE AVE

332 PINE ST

65 MAIN ST

86-88 PITKIN ST

137-139 SHELBURNE ST
337-343 NORTH WINOOSKI AVE
200 PEARL ST

137 NORTH WINOOSKI AVE
203 SHELBURNE ST

81-89 CHASE ST

15 NORTH ST

46-50 PERU ST

16-18 LAFAYETTE PL

67-71 MAIN ST

73-75 MAIN ST

48-50 CLARKE ST

444 SOUTH UNION ST

337 COLLEGE ST

80 ST PAUL ST

129 LOOMIS ST

75 BRIGGS ST

206 MAPLE ST

603 RIVERSIDE AVE

58-60 NORTH UNION ST
368-378 NORTH WINOOSKI AVE
19-21 MONROE ST

SALE DATE

1/24/2018
1/26/2018
1/31/2018
2/5/2018
2/7/2018
2/26/2018
3/8/2018
3/16/2018
4/9/2018
4/16/2018
4/20/2018
518/2018
7N7/2018
7/20/2018
8/1/2018
8/2/2018
8/30/2018
9/10/2018
9M14/2018
9N7/2018
9/28/2018
10/1/2018
10/3/2018
10/M/2018
1/1/2018
11/16/2018
11/16/2018
11/21/2018
12/28/2018
1/9/2019
2/M/2019
2/19/2019
2/21/2019
3/26/2019
4/12/2019
6/27/2019
7/23/2019
9/30/2019

SALE PRICE

$985,000
$625,625
$490,000
$630,000
$325000
$2,800,000
$1,747,611
$1425,000
$2,100,000
$615,000
$565,000
$2,025,000
$1,062,500
$1335,000
$895,000
$973,688
$620,000
$610,000
$515,000
$490,000
$455,000
$735,000
$175,000
$952,000
$905,000
$1,030,000
$690,000
$700,000
$216,100
$690,000
$1,000,000
$549,000
$742,000
$670,000
$513,060
$1,047,000
$275,000
$570,000

TIME ADJUSTED
SALE PRICE

$1108,519
$704,078
$551,446
$706,923
$364,683
$3141,880
$1955,.227
$1594,290
$2,342,550
$686,033
$630,258
$2,252,205
$1174,700
$1475976
$989,512
$1,073,296
$683,426
$670,390
$565,985
$538,510
$500,045
$807,765
$191748
$1,043106
$991,609
$1125172
$753756
$764,680
$235355
$749,202
$1,082,500
$594,293
$803,215
$723,064
$552,001
$119,557
$293,150
$603,858

38



PARCEL ID

5408
8884
9549
M54
8386
7098
5150
5431
6876
11293
6090
6402
3869
7564
4037
4791
8333
7110
5475
5344
9707
5187
5235
4085
7329
5002
5246
6924
7840
5809
7752
6846
4350
7454
7171
7078
3759
7515
5402
7733

ADDRESS

21 LAFAYETTE PL

502-510 SOUTH WILLARD ST
967-977 PINE ST

180-192 MAIN ST

140 HOWARD ST

18 PINE ST

156-160 NORTH WINOOSKI AVE
43 NORTH UNION ST

32 GROVE ST

77 PINE ST

44357 GREENE ST

42-46 NORTH PROSPECT ST
237 ELMWOOD AVE

279-281 ST PAUL ST

680-698 RIVERSIDE AVE
72-74 NORTH CHAMPLAIN ST
125 LAKESIDE AVE

65 MAIN ST

41 CLARKE ST

135-137 PEARL ST

716 PINE ST

97 NORTH UNION ST

273 NORTH ST

233-235 NORTH WILLARD ST
131 MAIN ST

161-165 ELMWOOD AVE

94 NORTH WINOOSKI AVE
157-159 PINE ST

55-63 HARRINGTON TER
173-175 LOOMIS ST

250 SOUTH UNION ST

152 RIVERSIDE AVE

26-28 DREW ST

127 SOUTH WINOOSKI AVE
224-226 PINE ST

27 MAIN ST

88 LAFOUNTAIN ST

207 SOUTH UNION ST
180-184 PEARL ST

311-317 SOUTH UNION ST

SALE DATE

10/2/2019
10/10/2019
10/M/2019
10/15/2019
10/25/2019
1N/15/2019
11/22/2019
12/4/2019
12/16/2019
12/31/2019
1/8/2020
117/2020
2/M/2020
2/26/2020
3/6/2020
3/18/2020
3/25/2020
3/27/2020
4/28/2020
4/30/2020
7/1/2020
8/10/2020
8/14/2020
8/25/2020
9/1/2020
9/4/2020
9/14/2020
9/29/2020
10/6/2020
10/9/2020
10/14/2020
11/10/2020
1/12/2020
12/15/2020
12/23/2020
12/23/2020
114/2021
1/29/2021
1/29/2021
2/5/2021

SALE PRICE

$613,000
$1,200,000
$725,000
$1,850,000
$520,000
$705,000
$390,000
$760,000
$620,000
$6,499,999
$1,430,000
$1,850,000
$735,000
$2,390,000
$1250,000
$510,000
$12,000,000
$721,000
$575,000
$750,000
$4,533,000
$670,000
$446,000
$525,000
$250,000
$565,000
$972,000
$575,000
$1,650,000
$1,010,000
$1,660,000
$372,500
$500,000
$1950,000
$765,000
$630,000
$615,000
$3150,000
$1,505,000
$1,651,250

TIME ADJUSTED
SALE PRICE

$647,389
$1267,320
$765,673
$1953,785
$549172
$742,224
$410,592
$797,620
$650,690
$6,821,749
$1496,066
$1,935,470
$766,532
$2,492,531
$1299,500
$530,196
$12,475,200
$749,552
$595,873
$777,225
$4,667,630
$685,477
$456,303
$537,128
$255,775
$576,187
$991246
$586,385
$1677,225
$1,026,665
$1687,390
$377,417
$506,600
$1969,305
$772,574
$636,237
$619,059
$3170,790
$1514,933
$1,656,699
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NEIGHBORHOOD

090-AREA ZONED REC
CONS OPEN ALONG
WINOOSKI

240-EAST AVENUE

270-DOWNTOWN

350-UVM CAMPUS

500-CHURCH STREET
MARKETPLACE

510-CENTRAL BUSINESS
DISTRICT

515-DOWNTOWN AREA
APTS RA AND R4

520-NORTH STREET

Neighborhood Breakdown by Land Use

LAND USE

Commercial

Utility Electric

Apartments

Commercial

Commercial and Residential
Commercial Land

Utility Electric

Utility Other

Apartments

RESIDENTAL APT CONDO

4 Family

Apartments

Commercial

Commercial and Residential

Commercial Condo

Apartments

Commercial

Commercial and Residential
Commercial Condo
Commercial Land
RESIDENTAL APT CONDO
Utility Electric

4 Family
Apartments

Commercial and Residential

Commercial
Commercial and Residential
Commercial Condo

RESIDENTAL APT CONDO

PARCEL
COUNT

3l
13

85
26
56
15

28
46

MEDIAN LOT
SIZE (AC)

8.90
22.78

0.16

0.03
0.04
0.03
0.00
0.00

0.00
0.00

0.03
0.08
0
0.05
0.00

0.33
0.20
0.09
0.00
0.20
012
0.00

0.12
0.20
0.09

omn
0.09
0.05
0.00

MEDIAN
YEAR BUILT

1989

1910

1899
1899

201
1999

1878
1914
1899
1899
1900

1899
1920
1899
1918

1954

1899
1900
1899

1956
1899
1952
2004

MEDIAN BLDG
SIZE (SF)

103,974

2,206

1,266
1376

167,016
12,381

5713
10,280
7,262
6,505
13,615

40,797
7,757
4,838
4,370

0

18,537

0

2,905
5121
2,837

3,184
4192
1,686
8,298

MEDIAN
VALUE

$161,500
$37,316,400

$483,100

$244,000
$334,900
$32,950
$0

$0

$42,475900
$1,191,200

$1,372,600
$1,542,300
$1,212,500
$1,111,800
$2,989,300

$5,680,400
$1,210,500
$911,400
$733250
$598,400
$2,073,850
$0

$647,400
$1,197,950
$621,850

$396,400
$682,400

$311,800
$770,300
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NEIGHBORHOOD

530-OLD NORTH END

540-RIVERSIDE AVENUE

550-COM.UNIVERSITY
HILL

555-HILL SECTION NBHD
APTS R4 AND RA

560-SHELBURNE ST

570-SOUTH HILL SECTION

580-INDUSTRIAL
PARKWAY

LAND USE

4 Family

Apartments

Commercial

Commercial and Residential

Commercial Land
Commercial/Residential
Condo

Utility Other

Apartments

Commercial

Commercial and Residential
Commercial Condo
Commercial Land

Industrial

Commercial

Commercial and Residential
Commercial Condo

Utility Electric

Utility Other

4 Family

Apartments

Commercial

Commercial and Residential

Commercial Land

Apartments

Commercial

Commercial and Residential
Commercial Condo

Commercial Land

Commercial

Commercial and Residential

Commercial Condo

Commercial

PARCEL
COUNT

88
97
23
24

N

N 00 ©

86
179

15

1

MEDIAN LOT
SIZE (AC)

0.13
0.17
0.14
0.15
1.34

0.25
0.05

20.87
1.50
0.65
0.00
0.37
1.66

0.25
0.15
0.00
0.84
1.01

0.14
0.23
0.59
0.28
3.30

0.49
0.41
0.17
0.00
0.34

0.72

0.21
0.00

1.30

MEDIAN
YEAR BUILT

1899
1899
1940
1899

1899

2016
1960
1958
1900

1968

1935
1910
1949
1980
1950

1900
1899
1932
1930

1967
1965
1930
1971

1899
1899
1899

1964

MEDIAN BLDG
SIZE (SF)

2,873
4,431
3,240
3929

5975

256,428
3,740
6,657
11,589

0
18,050

3,520
4,093

3,371
1,350
72,209

3,126
5062
34,639
4,161
0

5,696
2,270
2,240
1,768

5,166
5940
1,010

16,689

MEDIAN
VALUE

$610,400
$920,200
$414,900
$562,850
$232,000

$618,600
$9,200

$30,953,400
$690,100
$801,100
$624,600
$181,650
$1,298,600

$664,500
$723,500
$426,600
$714,200
$9,014,300

$695,500
$1178,500
$3,453,600
$662,800
$3187,400

$1251,300
$883,100

$695,700
$354,650

$78300

$914,300
$888,500
$119,800

$1,279,300
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NEIGHBORHOOD

590-APTS SOUTH OF
DOWNTOWN

600-WATERFRONT

610-NEW NORTH END

DWT-SC-DWT SMALL
COMPLEX

NNE-3-NEW NORTH END 3

SE-5-south of DT Typical

SHS-8-SOUTH HILL
SECTION 8

LAND USE

Commercial Condo
Commercial Land
Industrial

Industrial Land

4 Family
Apartments

Commercial

Commercial and Residential

Commercial Condo
Commercial Land
Industrial

Utility Electric
Utility Other

Apartments

Commercial

Commercial and Residential

4 Family
Apartments

Commercial

Commercial and Residential

Commercial Condo
Commercial Land

RESIDENTAL APT CONDO

Apartments
Commercial Condo

RESIDENTAL APT CONDO
Commercial
Commercial Land

Utility Electric

Apartments

Commercial

Apartments

PARCEL
COUNT

2
1
12

28
37
51
15

30
25

MEDIAN LOT
SIZE (AC)
0.00
0.68
7.45
3.00

0.17
0.27
0.69
0.13
0.00
0.32
1.68
0.00
0.14

0.76
0.56
0.16

0.45
0.76
0.32
0.29
0.00
568
0.00

0.44
0.00
0.00

14015
116

0.00

0.19
0.10

024

MEDIAN
YEAR BUILT

1962
0
1962

1920
1900
1953
1899
2005

1955

979

991

1900

1899

1942

1975

1965

1945

1940

947

1890

1900

2000

1926

1899
1933

1985

MEDIAN BLDG
SIZE (SF)

68,444
0
39,089
0

2,871
6,402
9,320
3,884
630

4,000
5,257
281
13,936
4,733
3,548
15,151
2,574
3,098

10,819

24,725
6,439
1,865

33,766

26,612

2762
1816

6,866

MEDIAN
VALUE
$8,115,500

$177,600
$5,875,450
$450,000

$648,250
$1,301,700
$977,500
$626,700
$45,600
$403,200
$730,400
$225,600
$608,300

$239,000
$2,604,300
$856,800

$655,700
$2,572,800
$825,000
$607,100
$850,844
$1,667,250
$6,372,750

$1,368,700
$402,350
$2,622,800

$4,119,300
$26,100

$3,268,700

$631,900
$329,100

$1,277,000
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NEIGHBORHOOD LAND USE

Commercial and Residential
UVM-6-UVM HILL AREA 6
Apartments

Grand Total

PARCEL
COUNT

1

1249

MEDIAN LOT MEDIAN MEDIAN BLDG

SIZE (AC) YEAR BUILT SIZE (SF)
0.22 1881 3,364
0.85 1899 8,694
0.18 1900 4,058

MEDIAN
VALUE

$916,300

$2,086,500
$847,500
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STANDARD ON MASS APPRAISAL OF REAL PROPERTY 2017

Standard on Mass Appraisal of Real Property

1. Scope

This standard defines requirements for the mass al of real property’
The primary focus is on mass appraisal for ad valorem tax purposes.
However, the principles defined here should also be relevant to CAMAs
(CAMA:) (or qutomated valuation modals) used for other purposes, such
2s mortgage portfolio management The standard primarily addresses the
needs of the assessor, assesament oversight agencies, and taxpayers.

This standard addresses mass appraisal procedures by which the fee
simple interest in property can be appraised at market vahue, including
mass appraisal application of the thres traditional 2pproaches to value
(cost, sales comparison, and income). Single-property appraisals, partial
interest appraisals, and appraisals made on an other-than-market-value
basis are outssde the scope of this standard Nor does this standard provide
gusdance on determining assessed values that differ from markst value
because of statutory comstraints such 2s wse value, classification, or
2ssessment increse limitations

Mass appraisal requirss complets and accurate data, effective valuation
models, and proper management of rasources. Section 2 introduces mass
appraisal. Section 3 focuses on the collection and maintenance of

data Section 4 summarizes the primary consideration: in
valuation methods, including the role of the three approaches to value in
the mass appraisal of various types of property. Section 5 addresses
model testng and quality assurance. Section 6 discusses certain
managerial considerations: staff levels, data processing support.

contracting for reappraisals, benefit-cost issues, and space requirements.
Section 7 discusse: reference materials,

2. Introduction

mmﬁwnummmomugmnymedw
the application of mas: appraisal Mass appraisal is the
processofwhnngampotpmpﬂunofapmfh&mﬂmmg
common data, standardized methods, and statistical testing To
dmmapmelnﬂue.ummgoﬁcmmumﬁynmwhm
equations, tables, ad schedules developed through mathematical
analysis of market data Values for indivsdual parcels should not be
based solely on the sale price of a property, rather, valuation schedules
and models should be consistently applied to property data that are
correct, complete, and up-to-date

Pfopci\ndmmhmtd.lhedadmcmmmm:moh
CAMA system results in a valuation system characterized by accuracy,
uniformity, equity, mhnbdm and Jow per-parcel costs ept for
unique properties, individual analyses and appraisals of properties are
not practical for ad valorem tax purposes.

3. Collecting and Maintaining Property Data

The accuracy of values depends first and foremost on the completeness
and accuracy of property characteristics and market data. Assessors will
want to ensure that their CAMA systems provide for the collection and
mantenance of relevant land, improvement, and location features Thess
data must 2lso be accurately and consistently collected The CAMA
gystem must also provide for the storage and processing of relevant sales,
cost, and income and expense data.

3.1 Overview

Unaform and accurate valuation of property requires correct, complete,

and up-o-date property data Assessing offices must establish effective

procedures for collecting and maintzining property data (e, property
, Jocation, 3ize, use, physical characteristics, sales price, rents,

com opermgupemu) Such data are also used for parformance

defente of appeals, public relations, mdmnqgemem

mﬁnmmm The following section: recommend procedures for
collecting these data.

3.2 Geographic Data

Assessors should maintain accurate, up-to-<date cadastral maps (alio

known a5 asseixment maps, tax maps, parcel boundary maps, and
proparty ownership maps) covering the entire jurisdiction with 2 unigue
identification number for each parcel Such cadastral maps allow
assessing officers to identify mdlomaupateh both in the field and
in the office. Map: become ¢ valuable in the mass appraisal
process when 2 geographic i system (GIS) is used. A GIS
pmymdnmofnhmamcdxmmmndau
land uses, and much more. In addition, a GIS permits
mgh-lm‘l analyss of nearby sales, neighborkoods, and market trends,
whmlmkedmaCAMAwum.ﬁ:mhmbnq useful For
2dditional information on cadastral maps, parcel identification systems,
and GIS, see the Standard on Maowal Cadxzitrai Maps and Parcel
Identiflers (TAAO 2016b), Standard on Digital Cadastral Maps and
Pacel Identifiers (IAAQ 2015), Procedwes and Standard: for a
Multipwrpose Codastre (National Research Council 1983), and GIS
Guideimes for Asseszors (URISA and [AAO 1900)

3.3 Property Characteristics Data

The assessor should collect and maintain property characteristics data
sufficsent for classification, valuation, and other purposes Accurate
valuation of real property by any method requires descriptions of land
and building characteristics
3.3.1 Selection of Property Characteristics Data
Property characteristics to be collected and mamtained should be based
onﬂuﬁllovnng
Factors that influence the market in the locale in question
. Rgmmmuofm»mmuhomuumnbe

. Requnmmnofclunﬁcmonmdmm tax policy'

*  Requirements of other govermmental and private users

*  Marginal benefits and costs of collecting and maintaining
exch property charactenistic

Determining what data on property characteristics to collect and
maitan for a CAMA system is a crucial decision with long-term
consequences. A pilot program it one means of evaluating the bensfits
and costs of collecting and maintaining a particular set of property
characteristics (see Gloudemans and Almy 2011, 46-49). In addition,
much can be jeamed from studving the data used in successful CAMAs
in other junsdictions. Data collection and maintenance are usually the
costliest aspects of a CAMA. Collecting data that are of little
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importance in the assessment process should be avoided unless aother
govemmental or private need 1s clearly demonstrated

The quantity and quality of exasting data should be reviewed. Ifthe data
are sparse and unreliable, 2 major recanvass will be necessary. Data that
have been confinmed to be reliable should be used whenever possible
New valuation programs or enhancensents requinng major recanvass
activity or conversions to new coding formats should be viewed with
suspicaon when the existing database aln confain: most major
propesty characteristics and i3 of genenlly good quality.

The followng property characteristics are usually importat in
predicting residential property values:
Improvement Data
e Living area
o Construction quality or key components thereof
(foundation, exterior wall type, and the like)
« Effacuive age or condition
Building desizn or style
Secondary areas including basements, garaze:, coversd
porches, and balconies
Building features such as bathrooms and central aw-
conditioning
S:gmﬁcmduuhedmumnumdudmggmubomu.bou
houses, and bams
Land Data
* Lot:ize
* Available utilities (sewer, water, electricity)
Locarion Data
o Market area
* Submarket are2 or neighborhood
* Site amenities, especially view and golf course or water
frontaze
* External nuisances, (e.g, heavy waffic, airpon noise, or
proximity to commercial usas),
For 2 discussion of property charactenstics important for various

commercial propesty lygu see Fundamentals of Mass Appraisal
(Gloudemans and Almy 2011, chapter 9),

3.3.2 Data Collsction

Collacting property characteristics data is a critical ard expensive phase
o!mmmnlAmxesﬁﬂdanconmunqmdwmd
standard and careful monitoring through a quality control
program. The dopmmmdwofadncolucnonmmnlu

essential to achieving 2ccurate and consistent data collection. The data
collection program should result in complete and accurate data.

3.3.2.1 Initial Dara Collection

A physcal inspection iz necessary to obtan initial peoperty
characteristics data. This imspection can be performed either by
appraisers or by specially trained data collectors. In 2 joint approach,

experienced 2ppeaisers make key subjective decisons, such a: the
assigmament of construction quality class or grade, and data collectors

gather all other details, Depending on the dam required, an interior

inspection might be necessary. At a mininmum, a comprenensive exterior

mmmwucmmumwmot
C

3.3.2.2 Dara Colisction Format
Data should be collected in a prescnbed format desi

both the collecting of data in the field and the entry
COmIpWIer system,

to facilitate
the data into the

A logical amangement of the collection fornsat makes daa collection
easier For example, all items requiring an interior inspaction should be
grouped together. The coding of data should be 2s objective as possible,
with measurements, counts, and check-off items usad in preference to
items requiring subjective evaluations (such as “number of plumbng
fixrures” versus “adequacy of phumbing: peor, average, good™). With
respect to check-off iten:s, the available codes should be exhaustive and
muneally exclusive, 30 that exactly one code logically partains to eack
observable variation of a building feature (such 2s strocture ot roof type).
The data collection format should promote consistency among data
collectors, be clear and easy to use, and be adaptable to virnaally 2ll types
of construction. Specialized data collaction formats may be necessary to
mummmwmwmmmpuu timberland, commsercial and

3.2.2 3 Dara Collection Manuals

A clear, thorough, and precize data collectron manual is essential and
should be developed, and maintained The written marual
should explam how to collect and record each data items Pictures,
examples, and illustration: are paricularly helpful, The marual should
be simple yet coplete, Dara collection staff should be tramed in the use
of the marual and related updates to mamneain corsistency. The manual
should inclode gusdelines for personal conduct durmg field mspactions,
and if interior data are required, the marual should outline procedures to
be followed when the proparty owner has densed access or when entry
might be risky.

3.32.2.4 Dara Accuracy Standards

The following standards of accuracy for data collection are
recommended

¢ Contiuous or arsa measurement data, suck as living area and
extenior wall height, should be accurate withiz 1 foot (rounded
to the nearest foot) of the true dimension: or within 5 percent
of the area. (Ome foot equates to approximately 30 centimeters
in the metric system.) If areas, dimensions, or volumes must be
unmmd.dapropmyucordshouldmunmmem

hich quantities are estmated.

. Fuuhobm&cuqmﬂwum'mwwbe
collected or verified, 2t Jeast 95 percent of the coded entries
should be accurate, Objective, categoncal, or binary data
characteristics include such ateributes 23 exterior wall material,
number of full batkrooms, and waterfront view. As an example,
if 2 data collector caprures 10 objective, categorical, or binary
darz items for 100 properties, 2t least 930 of the 1,000 total
entrie: should be comrect

«  For sach subjective categorical data field colleced or venified,
data should be coded correctly at least 90 percent of the time.
Subjective categorical data characteristics mnclude data items
ﬁu quality grade, physical condition, and architectural

* Regardless of speaific a:cmq requirements, consistent
measurement i: important. Standards including natoral, local
mdngmalmcumennmmonmmmmm
The standard of measurement thould be documented as pan of
the process. (American Instinwe of Arclutects 1693, Marshall
& Swift Valuation Service 2017, Intermational Property
Mezasurement Standards Coalition nd., Building Owners and
Managers Association Intermational 2017)

3.3,2.3 Dara Collection Quaiity Conrol

A quality control program is necessary to ensure that data accuracy
stadards are achieved and maintained. Independent quality control
inspections should occur tmmediately after the data collection phase
begms and may be performed by jurisdiction staff, project consultants,
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mdnmgﬁms.wfwuughagcicg mmpxmmwmm
random sampies of finished wor completenss: and accuracy

keep tabulations of items coded correctly or mncomectly, so that statistical
fests can be used to determime whether accuracy standards have been

achieved Stratification by geogqumpmpmgtypo.mmdmdml
data collector can help detect pattems of data emvor. Data that fail to meet

quality control standards should be recollected

The accuracy of subjective data should be judged primarily by
conformity with written specifications and in the data
collection manual The data reviewer sbould substantiate subjective data
corrections with pictures or field notes.

3.3.3 Data Envy

To avoid duplication of effort, the data collection form should be abla to
serve as the data entry form Data entry should bte routinaly audited to
enIure 2CCUTACY

Data entry accuracy should be 2s close to 100 percent as possible and
should be supported by a full s2t of range and consistency edits. These
278 SITOr O WAMINE messages 2 m response to invalid or unusual
data items. Examples of data erors inciude missing data codes and
invalid characters. Waming messages should also be generated when
data values exceed normal ranges (e g, more than eight rooms in 2
1,200-square-foot residence) The wamings should as the data are
entered. When feasible, action on the wamings take place during
data entry. Field data entry devices provide the ability to edit data 2s it is

3.3.4 Maintaining Property Characteristics Data

Property characteristics data should be continually updated in response

to changes browught about by new construction, new parcels, remodeling,
demolitbon, and destruction. There are several ways of updating data
The most efficient method imvolves building permits. Ideally, strictly
enforced local ordinances require building permits for all significant
construction 2ctivity, and the assessor’s office receives copies of the
permits. This method allows the assessor to identify properties whose
characteristics are likely to change, to inspect such parcel: on 2 timely
basis (preferably as close to the assessment date as possible), and to
update the files accordingly.

Another method s 2enal photographty, which also can be helpful in
identifying new or previously unrecorded construction and land use.
Some jurisdictions use %Mprmomamw
the assessor's records and submit or corrections. Information
derived from muitiple listing sources and other third-party vendors can
al:o be used to validate property records.

Penodic field inspections can help ensure that property characteristics
data ars compiete and accurate Assuming that most new construction
xti\ityisldumﬁedwmndmgpmn«cthnmgm
procedures, a physical review i an on-site verification of
operty characteristics should be conductad at least every 4 to 6 years.
should include partial remeasurement of the o most
complex sides of improvements and 2 walk around the improvement to
identify additions and daletions. Photographs taken at previous physical
inspections can help identify changes.

3.3.5 Alternative to Periodic On-site Inspections

Provided that instial physical inspections are timely completed and that
an effective system of building permuts or other methods of routinely
Mfymgph)unlchmguumplue.mndniommymph}am
of digital imaging technology tools to supplement field reinspactions

Macong':‘mdoﬁ:emm These mmaging tool: should

* Current lnghmolunon strest-view images (at a2 sub-inch poel
mnmmmq\m'mmmaumm o be
v

* Orthophoto images (mmnimum 6-mch pixel resolution in
urban suburban and 12-inch resolution i rural areas, updated every 2
\tmnmﬂmﬁmw&lo}mmnw-mmm)

* Low-level oblique images capable of being used for measurement
verification (four cardinal directions, mininsum 8-inch pixel resolution
in urban 'suburban and 12-inch pixel resolution in rural areas, updated
every 2 yaars in rapid-growth areas or §-10 years in slotw-growth areas).

These tool sets may mcorporate change detection techmigues that
comipare building dimension data (footpeints) in the CAMA system to
reﬁnnced or remote 3 data from sources (such as
E%Aklhmmmdmmgpmdm&powcm
sketch discrepancies for further investigation.

mmcéﬁmm Smdndsrequ::‘fm ud:“m”
meet q

images should be spelled out in the Request for Proposal (RFP) and
contract for services, and images should be checked for compliance with
specified requirements For gemeral guidance on preparing RFP: and
contracting for vendor-supplied services, see the Stmdwd on
Contracting for Assessment Services [LAAO 2008)

In addition, apprassers should visit assignad areas on an annual basis to
observe changes in neighborkood condition, trends, and property
characteristics. An on-aste physical review is recommended when
sipxﬁm:cmuctmchmgemdﬂchﬁ.ampmynwld.«m
area is affected by catastrophic damage B permits should be
regularly monitored and properties that have significant change should
be inspected when work is complete,

3.4 Sale Data

States and provinces should seek mandatory disclosure laws to ensure
comprehensiveness of sale data files. Regardless of the availability of
such statutes, a file of sale data must be maintained, and sales must be
properly reviewed and validated Sale data are required in all
applications of the sales comparison approach, in the development of
land values and market-based depreciation schedules in the cost
mmmmmmmﬁnmmmmmmm
the income approzch Refer to 1 Appraital of Real Propery
(Gloudemans 1969, chapter 2) or Fundamentais ¢f Mas: Appraizal
(Gloudemans and Almry 2011 chapter 2) for gusdelines on the acquisition
and processing of sale data.

3.5 Income and Expenie Data

Income and expense data must be collected for income-producing
prm'mdmimtdbymmﬁedapwmmtomm;ccuuy
and usability for valuation (see Section 4 4). Refer to Mas:
mqumm(wwmlm 2) or

e of Mass Appraisal (Gloudemans and Almy 2011, chapeer
2) for guidelines addressing the collection and processing of income and
expense data

3.6 Cost and Depreciation Data

Current cost and depreciation data adjusted to the local market are
required for the cost approach (see Section 4 2), Cost and depreciation
manuals and schedules can be purchased from commercial services or
created m-house See Mass Appraical of Real Propery (Gloudemans
1698, chapter 4) or Fundamentais ¢f Mas: Appraisal (Gloudemans and

Almy 2011, 180-193) for guidelines on creating manuals and schedules.
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4, Valuation

Mass apprassal analysis begins with asxigning propenies to use classes
or strata based on: kighest and best uze, which normally equates to current
use, Some statutes require that proparty be valued for ad valorem tax
purposes 2t cwrent uie regardless of highest and best use Zoning and
other Jand use controls nonually dictate higlest and best use of vacant
land. In the absence of such restrictions, the assessor must determine the
highest and best use of the land by anuvmgduﬁmcomponm—

Jegally permussible, physically possible, appropeiately supported, and
fmarcially feasible—thereby resulting in the kighest value. Special

atention may be requirad for properties in transition, intermi or
nenconforming uses, multiple uses, and excess land.

4.1 Valuation Models

m&m&%mﬁwmﬂamsmuw
I, that is, 2 representation in words or an equation of the
ulmmp between value and variables represanting factors of supply
and demand Mass appraisal nsodels attempt to represent the market for
2 specific type of property in 2 specifiad area. Mass apprassers must first
specify the model, that is, identify the supply and demand factors and
prupmyﬁmgmnmmgcuuue.ﬁrwg.sqtm&ao{hm;
ared. Then they must calibrate the model, that 13, determine the
2djustments or coefficiants that best represent the value contribution of
the variables chosen, for example, the dollar amount the market places
cnuchsqwebotofhugmtmﬁxlmdmmmmmwym
is required for both specification and calibration of 2 model that
estimare: values accurately. Mass appraisal models apply to all three
approaches to value: the cost approack, the sales comparison approach,
and the imcome approach

Valuation models are developed for defined property groups, For
residential propenties, gecgraphic stratification is appropriate when the
value of property attnbutes varies among areas and each
area is large enough to provide adequate sales. It is particularly effective
wher housing types and styles are relatvely uniform within areas.
Separate models are developed for each market arsa (also known as
economic or model areas), Subareas or peighborhoods can serve as
variable: in the models and can al:o be used in land value tables and
selection of comparable sales, (See\bss.tppmuaxqfhwhom
[Gloudemans 1995, 118-120] or Fundomenrals of Mass 4
Gloudamans and Almy 2011, 39—143]!ugmdelmuou

mdxmmmyﬁndunmmmdadopannghmndm
model

Conumercial and income-producing properties should be stratified by
propeny type In general, separate modnlnboﬂdhdwelopedfu
apanment, war mdumnl.oﬁu.mdreml

4.2 The Cost Approach

The cost approach is applicable to virtually 21l improved parcels and, if
used properly, can produce accurate valuations. The cost approach is
more relizble for newer structares of standard materials, design, and
workmanskip. [t produces an estimate of the value of the fee simple
intersst in 2 property,

Reliable cost data are imperative in any successful application of the cost
2pproach, The data mwst be complete, typical and current Curvent
mmmcom;bouldbebmedonthuono!whmgamucm
with one of equal urility, using current materials, design, and building
standards In addition to specific property types, cost model: should

include the cost of individual construction components and building
itepns in order to adjust for features that differ from base specifications.
These costs :hould be incorporated into a construction cost marual and
related computer soffware The software can perform the valuation
function, 2nd the manual, in addition to providing docwmentation, can be
used when ronautomated calculations are requared.
Construction cost schadules can be developad m-house, based on 2
mmmd;otbalcmmmcmobmdtmﬂm
mn such information, or custom-generated by a cortractor.
Cost should be verified for acowacy by applymng them to
recently constructed improvements of known cost. Construction costs
alio should be before each assessment cycle.
The most difficult aspacts of the cost approach are estmsates of land
value and accrued depreciation. Thess estimates must be based on now-
cost dama (primarily sales) and can involve considerable subjectivity.
Land valuss used in the cost ach must be curent and consistant
Often, they nsust be extracted sales of improved propary becauss
sales of vacart land are scarce Section 4.5 provides standards for Jand
mlumnmmmupprmal
schedules can be extractad from sale: data in several ways
Wamqfkmhom (Gloudemans 1959, chapter 4) or
Fundamensals of Mass Appraisal (Gloudemans and Almy 2011, 189~
182)

4.3 The Sales Comparison Approach

The s2le: comparison approach estimares the value of a subjact property
by statistically analyzing the sale prices of simular proparties. This
approach is wsually the preferved approach for estimating values for
residential and other property types with adequate sales
Applications of the sales companson approach mchude direct market
models and comparable sale: algonthms (see Masr Appraisal of Real
Propery [Gloudemans 1959, chapters 3 and 4], Fundamentals gf Mass
Appraizal [Gloudeman: and Almy 2011, chapters 4 and 6], and the
Standard on Automated Valuation Model: (AVME) [TAAO 2003])
sales alzorrthms are most akan to single-property appraisal
applications of the ales comparison approach. They have the advantages
otkmgﬂmﬂmmdwdywhmdmdcmcmmhmsw}
specified or calibrated models, because the models are usad only to make
ustments to the selected comparables. They can be problematic if the
ected comparables are wot well validated or representative of market
value Because they predict market vakue directly, direct market models
depend more heawily on careful model specification and calibration
Their advantage: include efficiency and consistency, becauss the same
model is directly applied against all properties in the model area.
Users of comparable :ales algorithms should be aware that sales ratio
statistics will be biased if sales uied in the mto stody are used as
comparables for themselves in model dev This problem can be
avordad by (1) mot using sales 23 comparables for themselves in
modeling or (2) using holdout or f2ter sales in ratio studies,
4.4 The Income Approach
In genseral, for income-producing properties, the mcome approack is the
prefared valuation approach when reliable income and expanse data are
available, along with well-supported income multipliers, overall rates,
and required rates of retum on investment Successful application of the
income approach requives the collaction, maimenance and careful
analysis of mcome and expense data.
Mass appraizal applicabon: of the mcome approach begin with
collecting and processing income and expenze data. (These data should
be expressed on an appropriate per-unit basis, such as per square foot or
per 2parment wit) Appraisers should then compute rormal or typical
£r0ss inconses, vacancy rates, net inconses, and expense ratio: for various
homogeneous strata of properties. These figures can be used to judge the
reasonablenes: of reported data for individual parcels and to estimate
income and expense figures for parcels with unreported data. Actual or
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reported figures can be used as long as they reflect typical figures (or
typical figures can be usad for all properties),

Altematively, models for estimating gross or net income and expense
ratios can be developed by using actual incomse and expense data from a
sample of properties and calibrated by using multiple regression
analysis. For an introduction to income modaling, see Mass Appraisal of
Real Property (Gloudemans 1999, chapter 3) or Fundamentais of Mass
Appraizal (Gloudemans and Almy 2011, chapter 8) The developed
income figures can be capitalized into estimates of value in a number of
ways The most direct method involves the application of gross income
multipliers, which express the ratio of market value to gross mcome. At
2 more refined Jevel, net income rultipliers or their reciprocals, overall
capitalization rates, can be developad and applied. Provided there are
adequate sales, these multipliers and rates should be extracted from 2
comparison of actual or estimated imcomes with sale prces (older
income and sales data should be adjusted to the valuation date as
2ppropriate). Income multipliers and overall rates developed in this
marmer tend to provide reliable, consistent, and readily supported
valustions when good sales and income data are available When
dequate sales are not available, relevant publications and local market
participants can be consulted.

4.5 Land Valuation

State or Jocal laws may require the value of an improved parcel to be
separated into land and improvement components When the sales
comparison or incoms approach is used, an independant estimate of land
value can be made and subtracted from the total property value to obtain
2 residual improvement value. Some computerized valuation teckniques
provide a separation of total value into land and building components

Land values should be reviewad anmually. At least once every 4 to 6 vears
the properties should be physically inspected and revalued. The sales
comparison approach is the primary to land valuation and is
always preferred when sufficient sales are avadlable In the absence of
adeqmnlu mmm:mhmmmedm
allocation, abstraction, anticipated use, ization of ground rents, and
wummmmgs«m al of Real Propery
[Gloudemans 1998, chapter 3] or Fundamentals of Muss Appraital
[Gloudemans and Alnay 2011, 178-180].)

4.6 Considerations by Property Type

The appropriateness of each valuation approach varies with the type of
property under consideration. Table 1 ranks the relative usefulness of the
three approaches in the mass appraisal of major types of propesties. The
table assumes that there are no major statutary bamiers to using all three
approaches or to obtaining cost, sales, and income data. Although relying
only on the sngle best approach for a given type of proparty can have
advantages in terms of efficiency and consistency, the use of two or mare
approaches provides helpful cross<hecks and flexibility and can thus
produce greater accuracy, particularly for less typical properties.

Table 1. Rank of typical usefulness of the three approaches to value
in the mass appraisal of major tyges of property

Sales
Type of Cost
Property Approach | Approach

Momagricalunl lnd | - 1 )
Aprbarat - ? 1
Spechal purpose ! 21 21
*Inchudes farm, ranch, anc forest properties

¢Incuces instituticnal, govemmental, and recrestion properties.

4.6.1 Single-Family Residential Property

mglummmwmumnnwmmﬁnmm-ﬁm;
residential property, including condominiums Automated versions of
mnappmchmlnghlyeﬁounmdgmmn\ accurate for the majority
of these properties. The cost approach is a good supplemental approach
and shouldd serve as the primary approach when the sales data available
are inadequate. The income approach i3 usually inappropriate for nuass
appraisal of single-family residential properties, because most of these
properties are not rented.

4.6.2 Mannfactured Housing

Manufactured or mobile homes can be valued in a number of ways
depending on the local market and ownership statu:. Often mobile
homes are purchased separately and situated on a remted space in 2
mobile home park [n this case the best strategy is to model the mobile
homes separately from the land At other times mobile homes are
situated on individual lots and bought and sold similar to stick-built
homes. Particularly in rural areas they may be intermixed with stick-bult
homes. In these cases, they can be modeled i 2 manmer similar to that
ﬂwo&an;ﬁmﬁﬂmpsﬁesmdimhdtdmhmmdd:um
2s the model inchudes vanables to them and recognize any
relevant differences from other homes (eg, mobile homes may
Waammmmafwmmm)

4.6.3 Multifamily Residential Property

The sales comparison and incoms approaches are preferred in valung
multifamily residential property when sufficient sale: and mcome data
are available Multipie regression analy:is (MRA) and related techniques
hmbemmcusfnnymdmwhﬂngﬁsmw fype. \\hm
2daquate sales are available, direct sales modals can
mbemedmdibrmdxﬂiumpmnmofmemcmmuh.
including the estimation of market rents and development of income
multipliers or capitalization rates. As with other residential property, the
cost approach it useful i providing supplemental valuations and can
serve as the primary approach when good sales and income data are not
available.

4.6.4 Commercial and Industrial Property

The mcome 2pproach i1s the most appropriate method o valung
commercial and industrial property if sufficient income data are

available. Direct sales companison models can be aqually effective in
large jurisdictions with sufficient sales. When a sufficient supply of sales
data and income daa is not available, the cost approach should be
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applied However, values generated should be checked agams: available
sales data. Cost factors, land values, and depreciation schadules must be
kept current through periodic review
4.6.5 Nonagricultural Land
The sales comparison approach i3 prefervad for valumg nonagricubural
land. Application of the sale: comparisor approach to vecant land
involves the collection of sales data, the posting of sales data on maps,
the calculation of standard unit values (such as value per square foot, per
front foot, or per parcel) by area and type of land use, and the
of land valuation maps or computer-generated tables in
which the partem of values: is displayed When vacant land sale: are not
avzilable or are few, 2dditional benchmarks can be obtamed by
subtracting the replacement cost new Jess depreciation of tmprovements
from the sale prices of improved parcels. The success of this technique
requives reliable cost dara and tends to work best for relatively new
improvements, for which depraciation is minimal.

Another approach &5 2 /pdrid model decomposable into land and

values. Although these models can be calibrated from improved
sales alone, separation of value between land and buildings is more
reliable when both vacant and improved sales are available,

4.6.6 Agricultural Property

If 2dequate sale: dama are available and agncultural property is to be
appeaised at market value, the sales companson approach is preferred
However, most states and provinces prowvide for the valuation of
agricultural land 2t use value, making the sales comparizon approach
inappropriate for land for whach market value exceads use value, Thus,
it is often maperative to obtain good income dara and to use the income
approach for agricuinaral land. Land rents are ofter available, sometimes
permitting the development and application of overall capitalization
rates. Many states and provinces have sodl maps that assign land to
different productivity classes for which typical rents can be developed
Cost table: can be used to value agricuinural buildngs.

4.6.7 Special-Purpose Properey
Ihecmappmchtmdswbemnwmmtbewmnlo!
special-purpose properties, because of the distnctive narure of suck
propenties and the general absence of adaquate :ales or income data.

4.7 Value Reconciliation

When more than one approack or model s vsed for a given propenty
group, the appraiser must determine which to use or emphasize Often
this can be done by comparing ratio study statistics. Although there are
advaages to being consistent, sometime: 20 alternative 2pprozch or
method 22 more reliable for spacial sitoations and atypecal properties,
CAMA systems should allow users to document the approach or method
being used for each property
4.8 Frequency of Reappraisals
Section 4.22 of the Sumdard on Propery Tax Policy (IAAQ 2010)
states that cwvent market vaiue implie:s ammual asseszment of all
propety. Annual assessment does not necessanly mean, however, that
each property must be re-examined each year. Instead, models can be
recalibrated, or markst adj factors derived from ratio studies or
other market analyses applied based on criteria such as propany type,
location, size, and 2age.
Amh'mo!momldydmcmnggwpwpsmmofpmmum

eatest need of physical review. In general, market adjustments can be
gﬂbeﬁmmnmmmgoqmgnhmmnhmmﬁm

within strata and recalibration can provide even greater ac
Hmu.cntyphysi:almimscmmx!&nummd.unmdm

Section: 334 and 3335, propaty characteristics data should be
reviewed and updated at least every 4 to 6 years. Thi: cam be
accomplished in at Jeast three wayy:

. Rmpecmgaﬂmputynpmodkmh(u avery4to b

® Rdnspecmgptopcwonacythcubw(eg,.one-ﬁmntbm
one-aixth sach year)

. anpecmgpmpmmapumbamummcmdbynno
studies or other considerations while still ensuring that 2l
properties are examinad at least every sixth year

5. Model Testing, Quality Assurance, and Value
Defense

Mammmdhmhmwtmwmwumem
that provide feadback on the reliabibity of valuation models and the
overal! acouracy of estimated values. Modalers and assessors must be
familiar with these diagmostics so they can evaluate valuation
performance properly and make improvements where needad,

5.1 Model Diagnostics

Modeling sofrware contains various statistical measures that provide
feedback on modsl parformance and accuracy, MRA software contains
multiple s2ts of diagnostic tools, some of which relate to the overall
predictive accuracy of the model and :ome of which relate to the relative
importance and statistical reliabdity of mdividual variable: in the model
Modelers must understand these measnures and ensure that final models
not only make appraisal sense but also are statztically sound.

5.2 Sales Ratio Analyses

Regardless of bow values were generated, sale: ratio studies provide
objactive, bortons-line indicators of assessment performance The IAAQ
literarure contains extansive discussion: of this msportant topic, and the
Standard on Ratio Studies (2013) provides guidance for conducting 2
proper study ltmomummdndsﬁtuymmmcudm;w
the two primary 2mpects of assessment performance Jev
uniformity. mmmmmmm
describe: how the assessor can use sales ratio msetrics to help ensure
accurate, wniform values

3.2.1 Assessment Level

Assessment Jevel relates to the overall or gereral level of assessment of
lm&:ﬂnmdwuimumm'dms.mmmdwwiﬁnh

Emlpmtbeumudammwmuuquuh
pxo&ssuml ds and applicable statutes, rules, and related
requirements. The three common measures of central tendency in ratio
stadies are the median, mean, and weighted mean. The Stmdawrd on
MMuCOIJ)sdpﬂmmmwumwubmm
0.90 and 1.10 and provides criteria for determining whether it can be
concluded that the standard has rot been achieved for 2 property group.
Curent, up-to-date valuation models, schedules, and tables help ensure
that assessment levels meet required standards, and wvalues can be
statistically adjusted between full reappraisals or model recalibrations to
ensure compliance,

3.2.2 Assessment Unjformity

Assesument relates to the consistency and equity of values,
Uniformity has several aspects, the first of whick relates 1o consistency
in 2ssessment levels between propary groups. It is important to ensure,
for example, that residential and conunercial properties are appraised at
similar percentages of market value (regardless of the legal assessment
ratios that may then be applied) and that residential assessment levels are
consistent among , construction classes, age groups, and
size groups, Gunsm:ym;propat) groups can be evaluated by
comsparing measwes of central tendency calculated for each group.
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Various can also be used for this purpose. The Standard on Ratio
Studies O 2013) stipulates that the level of appraisal for each major
group of properties should be within 5 percent of the overall level for the
juradiction and provides critena for ining whether it can be
concluded from ratio data that the standard has not been nset.

Another aspect of uniformity relates to the consistency of assessment
levels within groups. There are several such measures, the
i of which iz the coefficient of dispersion (COD), which
represents the average percentage deviation from the median ratio. The
lower the COD, the more uniform the ratios within the property group
In addition, unifornuity can be viewed spatially by plotting sales ratios
on thematic maps.

The Standard on Ratic Studles (TAAO 2013) provides the following
standards for the COD.

*  Single-family homes and condominiums: CODs of 5 to 10 for
newer or fairly similar ressdences and 5 to 15 for older or more
heterogensous areas

*  Income-| properties: CODs of § to 15 in larger, urban
areas and § to 20 m other areas

*  Vacantland: CODs of 5 to 20 i urban areas and 5 to 25 in rural
or seasonal recreation areas

¢ Rural residential, seasomal, and marufactured homes: CODs of
51020,

The entire appraisal staff must be aware of and monitor conpliance with
these standards and take comective action where necessary. Poor
uniformity within a property group is usually indicative of data problems
or deficient valuation procecures or tables and carmot be comrected by
2pplication of market adjustment factors,

A final aspect of assesament uniformity relates to equity between low-
and high-value properties. Although there are statistical subtleties that
can bias evaluation of price-related uniformity, the JAAO literature (see
particularly Fundamentals of Mass Appraizal [Gloudemans and Almy
2011 385-302 and Appendix B] and the Standard on Ratio Studies
{TAAO 2013]) provides gusdance and relevant measures, namely, the
%mmam (PRD) and coefficient of price-related bias
).

The PRD provide: a sumple gauge of ed bias. The Standard on
Ratio Studies (TAAO 2013) calls for PRDs of 0.98 to 1.03. PRDs below
0.98 tend to mdicate assessment progressivity, the condition in which
2ssessment ratio: increase with price. PRDs above 1.03 tend to indicate
2ssessment regressivity, in which assessment ratios decline with price.
The PRE indicates the percentage by which assessment ratios change
whenever values double or are halved For example, a PRB of -0.03
would mean that assessment levels fall by 3 when value doubles,
The Standard on Ratio Studies calls for PRBs of ~0.05 to +0.05 md
regards PRBs outside the range of =0.10 to +4.10 as unacceptable.

Because price is observable only for sale properties, there is no easy
comection for the PRB, which is usually due to problems in valuation
models and schedules Sometimes other ratio study diagnostics wall
provide chues. For example, high ratios for lower construction classes
may indicate that base rates should be reduced for those classes, which
should in tum improve assessment ratios for low-value properties.

5.3 Holdout Samples

Holdout samples are validated sales that are not used in valuation but
instead are usad to test valuation performance Holdout samples should
be randomly selected with a view to obtaining an adequate sample while
ensuring that the number of sales available for valuation will provide

reliable results for the range of properties that must be valued (holdout
samaples of 10 to 20 percent are ty 1f too few sales are available,
later sales can be validated and used for the same purpose (For a method

of using sales both to develop and test valuation models, see “The Use
of Croas-validation in Modeling to Get the Most Out of Sales*
(Jensen 2011)

Since they were not used in valuation, holdout sample: can provide more
ob;xmwmm;ofmnmonpuﬁmme Mmbepmmlul)
when values are not based on a coramon as cost and
models are. Manually assigning land values, for example, might
mduceuhsmnsmisicslhnapwmdlmbmmm
representative of broader performance for both sold and wnsold
properties. Comparable sales models that value 2 sold property using the
sale of a property a3 a comparable for stself can produce quite different
results when testad on a holdout group.
is used for the first time,

When a new valuation or

holdout sales can be helpful in validating use of the new method In
general, however, holdout samples are unnecessary as Jong as valuation
models are baed on common algonthms and schedules and the value
2ssigned to a sale propasty is not a function of its price Properly
validated later sales can provide follow-up perfornmance indicators
mmwcmomnmgmemmbcoﬁuanmbhﬁmxmm

5.4 Documentation

Valuation procedures and modeis should be documented. Appraisal staff
should have at least a general understanding of how the model: work and
the various rates and adjustments made by the models. Cost mamuals
should be current and contain the rates and adjustments used to value
improvements by the cost approach. Similarly, land values should be
supported by tables of rates and for features such as water
frontage, traffic, and other relevant influences. MRA models and other
sales companison algorithms should document final equations and
should be reproducible, so that rerunning the model produces the same
value Schedules of rental rates, vacancy rates, expense ratios, income
multipliers, and capitalization rates should document how values based
on the income approack were derived

It can be particularty helpful to prepare a manual, booklet, or report for
each major proparty type that provides a namative summary of the
valuation approach and methodology and contains 2t least the more
commnon rates and adjustments. Exansples of how values were computed
for sample properties can be particularly helpful The manuals serveasa
resource for current staff and can be helpful in training new staff or
explaiing the valuation process to other imterested parties Omce
prepared, the documents should be updated when valuation schedules
change or methods and calculation procedures are revised.

5.5 Value Defense

The assessment office staff must have confidence in the appraisals and
be 2ble to explain and defend them This confidence begins with
application of reliable techniques, generation of appropriate
valuation reports, and review of preliminary values. It may be helpful to
have reparts that list each parcel, its characteristics, and its calculated
value Parcels with unusual characteristics, extreme values, or extrems
changes in values should be identified for subsequent individual review,
Equally important, summary reports should show average values, value
changes, mdnnosmd) statistics for various strata of properties. These
should be reviewed to ensure the overall consistency of values for

various types of property and varous locations. (Ses the Uhnjform
Standards othﬁsmnm Appraisal Practice, Standards Rule 6-7, for

nmg requirements for mass appraisals [The Appraisal Foundation
2012-2013])

The staff should alio be prepared to support individual valuations as
required, preferably through comparable sales. At a minimum, staff
should be able to produce 2 property record and explain the basic
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approach (cost, s2les comparison, of inconse) usad to estimate the value
of the 'prpeQ owner should never be told that “the
or “the system” produced the appraizal In the saff
wmumwmmusmwmw
uations couverted to tabular form can be used to explain the bass for
valuation. In all cases, the 2ssessment office staff should be able to
e sales or appraisals of simuilar properties in order to suppart (or at
explam) the valuation of the ' in question. Comparable sales
can be obtainad from reports that list sale: by such features as type of
propety, area, size, and age Altematively, interactive programs: can be
obezined or developed that identify and display the most conparable
propamies.

Assessors should notify property owners of thelr valuations in sufficient
time for property owners 10 discuss their appraisals with the assessor and
the value if they choose to do 3o (see the Sumdard on Public
jarions [TAAO 2011]). Starutes should provide for a formal appeals
process bevond the asesior's Jevel (see the Srandard on Aszesrment
Appeal [TAAO 2016z]).

6. Managerial and Space Considerations

6.1 Overview

Mass apprassal requires staff, techuical, and other resources. This section
discusses certam key managenial and facilities conssderations

6.2 Staffing and Space
A successful m-house appraisal program requires trained staff and
adequate facilities in which to work and meet with the public

6.2.1 Seqffing

Staff should comprise persons skilled in general admimiswanon,
clerical function:, Typical staffing sizes and pattems for jurisdictions of
variou: sizes ae ilusrated m Fundamentals of Mass Appraisal
(Gloudemans and Abmy 2011, 22-25). Staffing neads can vary
npmmﬂybaedonﬁrmtmhuﬁwofmw

6.2.2 Space Considerations

The following minimum space standards are suggestad for managerial,

mpmmry and supporn staff

C.m/ a.mx:mg er (e.g., Assessor, director)—a prvate

walls or windows extending to the
cuhng ofzwsqwo&n(mw 19 square meters)

*  \magement position (e.g., chigf deputy assessor, WQfa
division in a large jurizdiction, and o onj—a private offic
enclosad by walls or windows extending to the cetling, of
170 square feet (13 to 16 square meters)

o Supervisory position (head of a tection, unit or team of
appraisers, mappers, anaiyits, echnicians, or clerksi—2
prnvate office or partitionad space of 130 square feet (14
square meters)

o Appraisers and technical stqff—private offices or at least
fuunoud.qmuwotkum of 50 to 100 square feet (3 10

Osqummm) not including assle and file space, with 2

. Sappon rxqat-a.dnqum workspace, open or partitioned, to
promote intended work function: and acce:s.

In addition, there should be 2dequate space for
*  File storage and acces:
* Training and meetings

Mapping and drafting
Public service areas

Printing and photocopy equipment
Library facilities

6.3 Data Processing Support

CAMA: require considerable data processing support.

6.3.1 Hardware

The hardware should be powerful enough to rt applications of the

coit, sales comparizon, and Icome Appro as well a daea

maintenance and other routme operations. Data downloading, mass

caloulations, GIS applications, and Web support tend to be the most

computer-intensive  operations Processing ipeed and efficiency

quwhwbmwdmuqmm

Computer aquipment can be purchased, leased, rented, or shared with

mmum If the purchase option is chosen, the aquipment
be easy to upgrade to take 2dvamtage of techmological

developments without purchasing an entirely new system

6.3.2 Software

CAMA zoftware can be developed intemally, adapeed fom software

developed by other public agencies, or purchasad (in whole or in part)

from: pewvate vendors. there will be some tailoring neaded to

adapt extermally developed software to the requirensents of the user's

envwonment,) Each alternative has advantages and disadventages. The

wﬁweshmwbewmdsomnmbeﬁm)mdlﬁed.nshww

al:o be well documented, at both the appraiseruser and programmser
levels.

mwmmmmmnu\mmuwu
software, typically including word processing, spr. statistical,

and GIS pro These programs and application: must be 2ble to
share data and work together cobesively.

Security measures should exist to prevent wnauthorized uie and to
provide backup in the event of accrdental loss or destruction of data.

6.3.2.1 Custom Software

Custom software is designed to perform specific tasks, dentified by the
Junadiction, and

can be specifically tatlored to the user's requirements.
The data screens and processing logic can often be customized to reflect
actual or desired practices, and the prompes and belp information can be
tailored to redlect local terminology and convention.

After completing the purchase or license requirements, the juni:diction
should retain access to the program source code, 10 other progranumers

are able to modify the program to reflect changing requirements.

The major disadvantages of custom software are the time and expenze of
writing, testing, and updating. Particular attention must be pasd to
ensuring that user are clearly conveyed to programmers
and reflected in the end product, which should not be accepted until
proper testing has been completed Funure modifications to programs,
even those of 3 minor nature, can imvolve system administrator approval

and can be 2 time-consuming, costly, and rigorous job. (See Standard on
Congracting for Assessment Services [TAAO 2008).)

6.3.2.2 Generic Sgftwars

An altemative to custom software is genenic software, of which there are
mo major types: vertical software, which is written for a specific
industry, and horizomtal software, which i3 wmitten for perticular
applications regardless of industry. Examples of the later inchude
database, spreadsheet, word processing, and statistical software
Although the 2crual instruction code within these programs cannot be
modified, they typically permit the user to create a vanety of customized
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templates, files, and documents that can be processed These are often
referred to as commercial off-the-shelf software (COTS) packages.

Generic vertical software usually requires modification to fit 2

Jjunadiction's specific needs. Incomxdumggmzi:som\m the
assessor should determine

o  System requirements

The extent to which the software meets the agency's needs
A timetable for implementation

How modifications will be accomplished

The level of vendor support

Whether the source code can be obtained

(See Standard on Contracting for Assessment Services [TAAO 2008])

Horzontal gemeric software 12 more flexible, pernutting the user to
define file structures, relational tabie lzyout, input and output procedures,
form or format, and reports. Assesament offices with expertise

in such software (which does not imply a knowiedge of programming)
can adapt it for

»  Property (data) file maintenance

o Market research and analysis

«  Valuation modeling and processing

»  Many other aspects of assessment operations.
Humalgmmﬂmnbupmi\!mdﬂmm However, it
requires considerable customization to adapt it to local requirements
Provisions should be made for a sustainable process that i3 not overly

dependent on a single person or rasource.

6.4 Contracting for Appraisal Services

Reappraisal contracts ¢an include mapping data collection, data

procumg.mdomermdcegamnuwhmme)ohtbe
professional

potential of acquiring skalls and resources quickly. These
shlhwmtuoamnnmnmnbkmanmy Contracting for

these sarvices not only can allow the jurisdiction to maintain 2 modest
staff and to budget for reappraisal on a penodic basis, but also makes the
assessor less likely to develop in-house expertise (See the Standard on
Contracting for Aszessment Servicer [[AAO 2008])

6.5 Benefit-Cost Considerations

6.5.1 Overview

The object of mass appraisal is to produce equitable valuations at low
costs, Improvements in equity often require increased expenditures.

Benefit-cost analysis in mass appraisal involves two major issues: policy
Py

6.5.2 Policy Issues

An assessment jurisdiction require: a certain expenditure level simply to
inventory, list, and value properties. Beyond that point, additional
e:pmdlmmmhpomb&npudmpmmhequmnﬁ:ﬂy bux
marginal improvements in equity diminish as expenditures increase. At

2 mininmum, jurisdictions should budget to mest statutory requirements
and the performance standards contaned in the Stwpxdard on Ratio
Studies (IAAO 2013) and summarized in Section 52,

6.5.3 Administrative Issues

Mmmlmgequkypcdoﬂnofe:pendmhhpﬁmmymmnhmy
of assessment administration To maximize ity, the assessor

and managenial staff must effectively plan, organize, and control
operations and provide leadership. This must be accomplished within the

office’s legal, fiscal, economic, and social emronment and constraints
(Eckert, Gloudemans, and Kerryon 1990, chapter 16).

7. Reference Materials

Reference materials are needed in an assessment office to promote
compliance with laws and regulations, uniformity m operations and
procedures, and adherence to generally accepted assessment principles
and practices.
7.1 Standards of Practice
The standards of practice may incorporate ar be comtained in laws,
regulations, policy memoranda, procedural manuals, appraisal manuals
and schedules, standard treatises on property appraisal and taxation (see
section 6.2). Written standards of practice should address areas such as
personal conduct, collection of property data, coding of information for
data processng The amount of detail will vary with the nature of the
operation and the size of the office.
7.2 Professional Library
Every assessment office should have access to 2 comprehensive
professional library that contains the information staff needs. A resource
library may be digital or physical and should include the following:
mmymlmsmdngmmm

O standards

Historical resources

Currant periodicals

Manuals and schedules

Equipment manuals and software documentation.
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STANDARD 5: MASS APPRAISAL, DEVELOPMENT

983 In developing a mass appraisal, an appraiser must identify the problem to be solved, determine the See also

984 scope of work necessary to solve the problem, and correctly complete research and analyses necessary FAQ 127-

985 to produce a credible mass appraisal. 264

986 Comment: STANDARD 5 applies to all mass appraisals of real or personal property regardless of the purpose

987 or use of such appraisals.®® The reporting and jurisdictional exceptions applicable to public mass appraisals

988 prepared for ad valorem taxation do not apply to mass appraisals prepared for other purposes.

989 A mass appraisal includes:

9490 1) identifying properties to be appraised;

991 2) defining market area of consistent behavior that applies to properties;

992 3) identifying characteristics (supply and demand) that affect the creation of value in that market area;

993 4) developing a model structure that reflects the relationship among the characteristics affecting value in

934 the market area;

995 5) calibrating the model structure to determine the contribution of the individual characteristics affecting value;

996 6) applying the conclusions reflected in the model to the characteristics of the property(ies) being

997 appraised; and

998 7) reviewing the mass appraisal results.

993 The JURISDICTIOMAL EXCEPTION RULE may apply to several sections of STANDARD 5 because ad valorem
1000 tax administration is subject to various state, county, and municipal laws.

1001 STANDARDS RULE 5-1, GENERAL DEVELOPMENT REQUIREMENTS
1002 In developing a mass appraisal, an appraiser must:

1003 (a) be aware of, understand, and correctly employ those recognized methods and techniques necessary to
1004 produce a credible mass appraisal;

1005 Comment: Mass appraisal provides for a systematic approach and uniform application of appraisal

1006 methods and technigues to obtain estimates of value that allow for statistical review and analysis of results.
1007 This requirement recognizes that the principle of change continues to affect the manner in which appraisers
1008 perform mass appraisals. Changes and developments in the real property and personal property fields have
1003 a substantial impact on the appraisal profession.

1010 To keep abreast of these changes and developments, the appraisal profession is constantly reviewing

1011 and revising appraisal methods and techniques and devising new methods and technigques to meet

1012 new circumstances. For this reason it is not sufficient for appraisers to simply maintain the skills and the

1013 knowledge they possess when they become appraisers. Each appraiser must continuously improve his or her
1014 skills to remain proficient in mass appraisal.

1015 (b) not commit a substantial error of omission or commission that significantly affects a mass appraisal; and

1016 Comment: An appraiser must use sufficient care to avoid errors that would significantly affect his or her

1017 opinions and conclusions. Diligence is required to identify and analyze the factors, conditions, data, and other
1018 information that would have a significant effect on the credibility of the assignment results.

1019 (c) not render a mass appraisal in a careless or negligent manner.

56 See Advisory Opinion 32, Ad Volorem Property Tax Appraisal and Moss Appraisal Assignments.
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STANDARDS RULE 5-2, PROBELEM IDENTIFICATION

In developing a mass appraisal, an appraiser must:

(a)

(b)

(c)

(e)

identify the client and other intended users;*”

Comment: In ad valorem mass appraisal, the assessor, or party responsible for certification of the assessment
or tax roll is required to apply the relevant law or statute and identify the clients and other intended users (if

any).

identify the intended use of the appraisal;

Comment: An appraiser must not allow the intended use of an assignment or a client’s objectives to cause the
assignment results to be biased.

identify the type and definition of value, and ascertain whether the value is to be the most probable price:

(i) in terms of cash; or

(ii) in terms of financial arrangements equivalent to cash; or

(iii) in such other terms as may be precisely defined; and

(iv) if the opinion of value is to be based on non-market financing or financing with unusual conditions or
incentives, identify the terms of such financing and any influences on value;

identify the effective date of the appraisal;*®

identify, from sources the appraiser reasonably believes to be reliable, the characteristics of the
properties that are relevant to the type and definition of value and intended use,* including:

(i) the group with which a property is identified according to similar market influence;

(iiy the appropriate market area and time frame relative to the property being valued; and

(iii) their location and physical, legal, and economic characteristics;

Comment: The properties must be identified in general terms, and each individual property in the
universe must be identified, with the information on its identity stored or referenced in its property record.

When appraising proposed improvements, an appraiser must examine and have available for
future examination, plans, specifications, or other documentation sufficient to identify the extent and
character of the proposed improvements.®®

Ordinarily, proposed improvements are not appraised for ad valorem tax purposes. Appraisers,
howewver, are sometimes asked to provide opinions of value of proposed improvements so that
developers can estimate future property tax burdens. Sometimes units in condominiums and planned
unit developments are sold with an interest in un-built community property, the pro rata value of which,
if any, must be considered in the analysis of sales data.

identify the characteristics of the market that are relevant to the purpose and intended use of the mass
appraisal including:

(i) location of the market area;

(ii) physical, legal, and economic characteristics;

(iii) time frame of market activity; and

(iv) property interests reflected in the market;

57 See Advisory Opinion 36, identification and Disclosure of Cent, Intended Use, and Intended Users. Alsoc applicable to Standards
Rule 5-2(b).
58 See Advisory Opinion 34, Retrospective and Prospective Volue Opinions.
59 See Advisory Opinion 23, identifying the Refevant Characteristics of the Subject Properfy of o Real Property Appraisal Assignment, if applicable.
60 See Advisory Opinion 17, Appraisals of Real Property with Proposed Improvements, if applicable.
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STANDARD 5

1057 (g) in appraising real property or personal property:

1058 (i) identify the appropriate market area and time frame relative to the property being valued;

1059 (ii)y when the subject is real property, identify and consider any personal property, trade fixtures, or
1060 intangible assets that are not real property but are included in the appraisal;

1061 (iii) when the subject is personal property, identify and consider any real property or intangible assets
1062 that are not personal property but are included in the appraisal;

1063 (iv) identify known easements, restrictions, encumbrances, leases, reservations, covenants, contracts,
1064 declarations, special assessments, ordinances, or other items of similar nature; and

1065 (v) identify and analyze whether an appraised fractional interest, physical segment or partial helding
1066 contributes pro rata to the value of the whole;

1067 Comment: The above requirements do not obligate the appraiser to value the whole when the subject
1068 of the appraisal is a fractional interest, physical segment, or a partial holding. However, if the value
1069 of the whole is not identified, the appraisal must clearly reflect that the value of the property being
1070 appraised cannot be used to develop the value opinion of the whole by mathematical extension.

1071 (h) analyze the relevant economic conditions at the time of the valuation, including market acceptability of
1072 the property and supply, demand, scarcity, or rarity;

1073 (i) identify any extracordinary assumptions necessary in the assignment. An extraordinary assumption may
1074 be used in an assignment only if:

1075 (i) the extraordinary assumption is required to properly develop credible opinions and conclusions;
1076 (i) the appraiser has a reasonable basis for the extraordinary assumption; and
1077 (iii) use of the extraordinary assumption results in a credible analysis;

1078 (j) identify any hypothetical conditions necessary in the assignment. A hypothetical condition may be used
1073 in an assignment only if:

1080 (i) use of the hypothetical condition is clearly required for legal purposes, for purposes of reasonable
1081 analysis, or for purposes of comparison; and
1082 (ii)  use of the hypothetical condition results in a credible analysis; and

1083 (k) determine the scope of work necessary to produce credible assignment results in accordance with the
1084 SCOPE OF WORK RULE.®

1085 STANDARDS RULE 5-3. PROPERTY’'S USE AND APPROPRIATE MARKET
1086 When necessary for credible assignment results, an appraiser must:

1087 (a) in appraising real property, identify and analyze the effect on use and value of the following factors:

1088 (i) existing land use regulations;

1089 (iij reasonably probable modifications of such regulations;
1090 (iii) economic supply and demand;

1091 (iv) the physical adaptability of the real estate;

1092 (v)] neighborhood trends; and

1093 (vi) highest and best use of the real estate; and

61 See Advisory Opinion 28, Scope of Work Decision, Performance, and Disclosure, and Advisory Opinion 29, An Acceptable Scope of Work.

56



Comment: This requirement sets forth a list of factors that affect use and value. In considering 1094
neighborhood trends, an appraiser must avoid stereotyped or biased assumptions relating to race, 1095
age, color, gender, or national origin or an assumption that race, ethnic, or religious homogeneity 1096
is necessary to maximize value in a neighborhood. Further, an appraiser must avoid making an 1097

unsupported assumption or premise about neighborhood decline, effective age, and remaining life. In 1098
considering highest and best use, an appraiser must develop the concept to the extent required for a 1099

proper solution to the appraisal problem. 1100

(b) in appraising personal property, identify and analyze the effects on use and value of industry trends, 1101
value-in-use, and trade level of personal property. Where applicable, analyze the current use and 1102
alternative uses to encompass what is profitable, legal, and physically possible, as relevant to the type 1103

and definition of value and intended use of the appraisal. Personal property has several measurable 1104
marketplaces; therefore, the appraiser must define and analyze the appropriate market consistent with 1105

the type and definition of value. 1106
STANDARDS RULE 5-4, APPRAISAL METHODS 1107
In developing a mass appraisal, an appraiser must: 1108

(a) identify the appropriate procedures and market information required to perform the appraisal, including 1109

all physical, functional, and external market factors as they may affect the appraisal; 1110
Comment: Such efforts customarily include the development of standardized data collection forms, 1111
procedures, and training materials that are used uniformly on the universe of properties under 1112
consideration. 1113
(b) employ recognized techniques for specifying property valuation models; and 1114

Comment: The formal development of a model in a statement or equation is called model specification. Mass 1115

appraisers must develop mathematical models that, with reasonable accuracy, represent the relationship 1116
between property value and supply and demand factors, as represented by guantitative and qualitative 117
property characteristics. The models may be specified using the cost, sales comparison, or income 1118
appreaches to value. The specification format may be tabular, mathematical, linear, nonlinear, or any other 1119
structure suitable for representing the observable property characteristics. Appropriate approaches must 1120

be used in appraising a class of properties. The concept of recognized techniques applies to both real and 1121
personal property valuation models. 1122

(c) employ recognized techniques for calibrating mass appraisal models. 1123
Comment: Calibration refers to the process of analyzing sets of property and market data to determine the 1124
specific parameters of a model. The table entries in a cost manual are examples of calibrated parameters, as 1125
well as the coefficients in a linear or nonlinear model. Models must be calibrated using recognized techniques, 1126
including, but not limited to, multiple linear regression, nonlinear regression, and adaptive estimation. 1127
STANDARDS RULE 5-5, APPROACHES TO VALUE 1128
In developing a mass appraisal, when necessary for credible assignment results, an appraiser must: 1129
(a) collect, verify, and analyze such data as are necessary and appropriate to develop: 1130
(i) the cost new of the improvements; 113

(iiy depreciation; 1132

(iii) wvalue of the land by sales of comparable properties; 1133

(iv) wvalue of the property by sales of comparable properties; 1134

(v} wvalue by capitalization of income or potential earnings (i.e., rentals, expenses, interest rates, 1135
capitalization rates, and vacancy data); 1136
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(b)

(©)
(d)

STANDARD 5

Comment: This Standards Rule requires appraisers engaged in mass appraisal to take reasonable
steps to ensure that the guantity and quality of the factual data that are collected are sufficient to
produce credible mass appraisals.

base estimates of capitalization rates and projections of future rental rates and/or potential earnings
capacity, expenses, interest rates, and vacancy rates on reasonable and appropriate evidence;®?

Comment: This reguirement calls for an appraiser, in developing income and expense statements and cash
flow projections, to weigh historical information and trends, current market factors affecting such trends, and
reasonably anticipated events, such as competition from developments either planned or under construction.

identify and, as applicable, analyze terms and conditions of any available leases; and

identify the need for and extent of any physical inspection.®?

STANDARDS RULE 5-6, CALIBRATED MASS APPRAISAL MODEL APPLICATION

When necessary for credible assignment results in applying a calibrated mass appraisal model an appraiser must:

(@)

(e)

value improved parcels by recognized methods or technigues based on the cost approach, the sales
comparison approach, and income approach;

value sites by recognized methods or techniques; such techniques include but are not limited to the sales
comparison approach, allocation method, abstraction method, capitalization of ground rent, and land
residual technique;

when developing the value of a leased fee estate or a leasehold estate, analyze the effect on value, if any,
of the terms and conditions of the lease;

Comment: In ad valorem taxation the appraiser may be required by rules or law to appraise the property as if
in fee simple, as though unencumbered by existing leases. In such cases, market rent would be used in the
appraisal, ignoring the effect of the individual, actual contract rents.

analyze the effect on value, if any, of the assemblage of the various parcels, divided interests, or
component parts of a property; the value of the whole must not be developed by adding together the
individual values of the various parcels, divided interests, or component parts; and

Comment: Although the value of the whole may be equal to the sum of the separate estates or parts, it also
may be greater than or less than the sum of such estates or parts.

when analyzing anticipated public or private improvements, located on or off the site, analyze the effect on
value, if any, of such anticipated improvements to the extent they are reflected in market actions.

STANDARDS RULE 5-7, RECONCILIATION

In developing a mass appraisal an appraiser must:

(a)

(b)

reconcile the quality and quantity of data available and analyzed within the approaches used and the
applicability and relevance of the approaches, methods and techniques used; and

employ recognized mass appraisal testing procedures and techniques to ensure that standards of
accuracy are maintained.

62 See Advisory Opinion 33, Discounted Cash Flow Analysis.
62 See Advisory Opinion 2, Inspection of Subject Properiy.
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STANDARD 5

Comment: It is implicit in mass appraisal that, even when properly specified and calibrated mass appraisal
models are used, some individual value conclusions will not meet standards of reasonableness, consistency,
and accuracy. However, appraisers engaged in mass appraisal have a professional responsibility to ensure
that, on an overall basis, models produce value conclusions that meet attainable standards of accuracy. This
responsibility requires appraisers to evaluate the performance of models, using technigues that may include

but are not limited to, goodness-of-fit statistics, and model performance statistics such as appraisal-to-sale ratio

studies, evaluation of hold-out samples, or analysis of residuals.
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STANDARD 6: MASS APPRAISAL, REPORTING

1179 In reporting the results of a mass appraisal, an appraiser must communicate each analysis, opinion, See also

1180 and conclusion in a manner that is not misleading. EAQ 265-
334

1181 Comment: STANDARD 6 addresses the content and level of information required in a report that

1182 communicates the results of a mass appraisal.

1183 STANDARD 6 does not dictate the form, format, or style of mass appraisal reports. The substantive content of

1184 a report determines its compliance.

1185 STANDARDS RULE 6-1, GENERAL REPORTING REQUIREMENTS
1186 Each written report of a mass appraisal must:

1187 (a) clearly and accurately set forth the appraisal in a manner that will not be misleading;

1188 (b) contain sufficient information to enable the intended user(s) of the appraisal to understand the report

1189 properly; and

1190 Comment: Documentation for a mass appraisal for ad valorem taxation may be in the form of (1) property
1191 records, (2) sales ratios and other statistical studies, (3) appraisal manuals and documentation, (4) market
1192 studies, (5) model building documentation, (6) regulations, (7) statutes, and (8) other acceptable forms.

1193 (c) clearly and accurately disclose all assumptions, extraordinary assumptions, hypothetical conditions, and
1194 limiting conditions used in the assignment.

1195 STANDARDS RULE 6-2, CONTENT OF A MASS APPRAISAL REPORT
1196 The content of a mass appraisal report must be appropriate for the intended use of the appraisal and, at a
1197  minimum:

1198 (a) state the identity of the client, or if the client has requested anonymity, state that the identity is withheld

1199 at the client’s request but is retained in the appraiser’s workfile; state the identity of any intended user(s)
1200 by name or type;*

1201 Comment: Because the client is an intended user, they must be identified in the report as such. However, if the
1202 client has requested anonymity the appraiser must use care when identifying the client to avoid violations of the
1203 Confidentiality section of the ETHICS RULE.

1204 (b} state the intended use of the appraisal;

1205 (c) disclose any assumptions or limiting conditions that result in deviation from recognized methods and
1206 technigues or that affect analyses, opinions, and conclusions;

1207 (d) state the effective date of the appraisal and the date of the report;

1208 Comment: In ad valorem taxation the effective date of the appraisal may be prescribed by law. If no
1209 effective date is prescribed by law, the effective date of the appraisal, if not stated, is presumed to be
1210 contemporaneous with the data and appraisal conclusions.5®

1211 (e) state the type and definition of value and cite the source of the definition;
1212 Comment: Stating the type and definition of value also requires any comments needed to clearly indicate to

1213 intended users how the definition is being applied.

64 See Advisory Opinion 36, Identification and Disclosure of Client, Intended Use, ond infended Users. Also applicable to Standards
Rules &-2(b).
65 See Advisory Opinion 34, Retrospective ond Prospective Value Opinions.
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STANEMNRE}E-“EQ!.:

When reporting an opinion of value, state whether the opinion is:

« In terms of cash or of financing terms equivalent to cash; or
« Based on non-market financing with unusual conditions or incentives.

When an opinion of value is based on non-market financing terms or financing with unusual conditions or
incentives, summarize the terms of such financing and any influences on value.

(f) state the properties appraised including the property rights; and, when the property rights to be
appraised are specified in a statute or court ruling, reference the law;

Comment: The report documents the sources for location, describing and listing the property. When
applicable, include references to legal descriptions, addresses, parcel identifiers, photos, and building
sketches. In mass appraisal this information is often included in property records.

(g) summarize the scope of work used to develop the appraisal,* and explain the exclusion of the sales
comparison approach, cost approach, or income approach;

Comment: Summarizing the scope of work includes disclosure of research and analyses performed and
might also include disclosure of research and analyses not performed.

(h) when any portion of the work involves significant mass appraisal assistance, summarize the extent of that
assistance;®”

(i summarize and support the model specification(s) considered, data requirements, and the model(s) chosen;
provide sufficient information to enable the client and intended users to have confidence that the process
and procedures used conform to accepted methods and result in credible value conclusions; and include
a summary of the rationale for each model, the calibration techniques to be used, and the performance
measures to be used;

Comment: In the case of mass appraisal for ad valorem taxation, stability and accuracy are important to the
credibility of value opinions.

() summarize the procedure for collecting, validating, and reporting data; and summarize the sources of
data and the data collection and validation processes;

Comment: Reference to detailed data collection manuals or electronic records must be made, as appropriate,
including where they may be found for inspection.

(k) summarize calibration methods considered and chosen, including the mathematical form of the final
model(s); summarize how value conclusions were reviewed; and, if necessary, state the availability and
location of individual value canclusions;

(Il when an opinion of highest and best use, or the appropriate market or market level was developed,
summarize how that opinion was determined, and reference case law, statute, or public policy that
describes highest and best use requirements;

Comment: When actual use is the requirement, the report must summarize how use-value opinions were
developed. The appraiser’s reasoning in support of the highest and best use opinion must be provided in the
depth and detail required by its significance to the appraisal.

(m) identify the appraisal perfermance tests used and the perfermance measures attained;
(n) summarize the reconciliation performed, in accordance with Standards Rule 5-7; and

(o) include a signed certification in accordance with Standards Rule 6-3.

66 See Advisory Opinion 28, Scope of Work Decision, Performance, ond Disclosure and Advisory Opinion 29, An Acceptoble Scope of Work.
67 See Advisory Opinion 31, Assignments involving More than One Appraiser.
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STANDARD 6

1253 STANDARDS RULE 6-3, CERTIFICATION
1254 A signed certification is an integral part of the appraisal report.
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(a)

(b)

The wording of a certification does not have to match the following verbatim, but each of the elements
must be addressed:

| certify that, to the best of my knowledge and belief:

— the statements of fact contained in this report are true and correct.

— the reported analyses, opinions, and conclusions are limited only by the reported assumptions and
limiting conditions, and are my personal, impartial, and unbiased professional analyses, opinions, and
conclusions.

— | have no (or the specified) present or prospective interest in the property that is the subject of this
report, and no (or the specified) personal interest with respect to the parties involved.

— | have performed no (or the specified) services, as an appraiser or in any other capacity, regarding
the property that is the subject of this report within the three-year period immediately preceding the
agreement to perform this assignment.

— | have no bias with respect to the property that is the subject of this report or to the parties involved
with this assignment.

— my engagement in this assignment was not contingent upon developing or reporting predetermined
results.

— my compensation for completing this assignment is not contingent upon the reporting of a
predetermined value or direction in value that favors the cause of the client, the amount of the value
opinion, the attainment of a stipulated result, or the occurrence of a subsequent event directly related
to the intended use of this appraisal.

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

— | have (or have not) made a personal inspection of the properties that are the subject of this report. (If
more than one person signs this certification, the certification must clearly specify which individuals
did and which individuals did not make a personal inspection of the appraised property.)**

— no one provided significant mass appraisal assistance to the person signing this certification. (If there
are exceptions, the name of each individual providing significant mass appraisal assistance must be
stated.)™

Comment: The above certification is not intended to disturb an elected or appointed assessor’s work
plans or oaths of office.

An appraiser who signs any part of the appraisal report, including a letter of transmittal, must also sign a
certification.

Comment: In an assignment that includes only assignment results developed by the real property appraiser,
any appraiser who signs a certification accepts full responsibility for all elements of the certification, for the
assignment results, and for the contents of the appraisal report. In an assignment that includes personal
property assignment results not developed by the real property appraiser(s), any real property appraiser who
signs a certification accepts full responsibility for the real property elements of the certification, for the real
property assignment results, and for the real property contents of the appraisal report.

68 See Advisory Opinion 2, Inspection of Subject Propery.
69 See Advisory Opinion 31, Assignments Involving More than One Appraiser.
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In an assignment that includes only assignment results developed by the personal property appraiser(s), 1293
any appraiser who signs a certification accepts full responsibility for all elements of the certification, for the 1294
assignment results, and for the contents of the appraisal report. In an assignment that includes real property 1295
assignment results not developed by the personal property appraiser(s), any personal property appraiser 1296
who signs a certification accepts full responsibility for the personal property elements of the certification, for 1297
the personal property assignment results, and for the personal property contents of the appraisal report. 1298
{c) When a signing appraiser has relied on work done by appraisers and others who do not sign the 1299
certification, the signing appraiser is responsible for the decision to rely on their work. 1300
(i) The signing appraiser is required to have a reasonable basis for believing that those individuals 1301
performing the work are competent; and 1302

(il The signing appraiser must have no reason to doubt that the work of those individuals is credible. 1303

Comment: Although a certification must contain the names of individuals providing significant mass appraisal 1304
assistance, it is not required that a summary of the extent of their assistance be located in a certification. This 1305
disclosure may be in any part(s) of the report. 1306
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