Northampton County 2023 Schedule of Values

ASSESSMENT STANDARDS
ASSESSMENTS

Assessments are seldom simply the assessor's estimate of property value. In most states,
assessments are set at some uniform fractions of appraised value (fractional assessments). In
such states, the act of setting assessments is therefore a straightforward factoring of appraised
values. In a growing number of states, classified property tax systems have been adopted,
wherein different classes of property (e.g., residential, or agricultural) are assessed at different
levels of value. In such states, it is necessary to determine the class of a property before the
assessment can be determined.

At the same time, some propertics or some property owners may be eligible for differential
assessment, such as agricultural use value assessment or partial exemptions. Others may be
eligible for total exemption. Here it is necessary to keep records of exemption applications and to
monitor exempt properties to ensure that they continue to be eligible for exemption.

The review and appeal of assessment is the final stage of the assessment process. The Assessor's
precise responsibilities at this stage are mandated by law. The assessor must, however, attend to
such matters as (1) advertising appeal rights and procedures, (2) mailing assessment notices, (3)
providing facilities and staff to explain assessments to taxpayers, and (4) assigning staff to
present the assessor's case in formal appeals.

INTRODUCTION TO ASSESSMENT PERFORMANCE MEASUREMENT

The primary responsibility of the assessing office is to estimate the market value of the
properties within the jurisdiction. The integrity of the property tax depends in large part on
the accuracy and efficiency of these estimates, since they are the basis for assessed values
and therefore, in part, for property tax bills. The accuracy of assessments and the efficiency
of operations are of considerable importance not only to assessing officers but also to
property owners and elected officials. How well these functions are carried out affect local
govemment costs (which are borne by each taxpayer) and the effectiveness of local
government in general. Assessment-ratio studies provide a means by which the accuracy of
assessments and the performance of assessing officers may be evaluated.

Overview of the Basic Components of Assessment-Ratio Study

An assessment-ratio is the ratio of an assessment to a proxy (a substitute) for market value:
it expresses a relationship between a property's assessed value and its market value. Market
values are elusive figures, which cannot be directly observed: they are usually represented
by sales prices, although independent "expert" appraisals are also sometimes used. Sales
prices are nothing more than evidence of market value; therefore, some sales are more
appropriate in a ratio study than others; similarly, some assessments are of a higher quality
than others.

The assessed/sale ratio value is abbreviated as "A/S." For example, a property which was
sold for $60,000 and assessed at $30,000 would have an assessment-ratio of 0.50, or 50
percent ($30,000 divided by $60,000). This assessment-ratio is often also called a "sales
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ratio" or "assessment/sale price ratio." For ease of understanding, the term assessment-ratio
and its abbreviated (A/S) will be used herein.

Some argument has been made for using the sale price divided by the assessed value (SIA
ratio) instead of the reverse, because this configuration, which tends to be more "normally"
distributed, may have greater analytical applications. Another argument made for the SIA
configuration is that a "sale price divided by assessment” ratio proceeds a direct equalization
factor, or multiplier, and therefore may be more easily by people unfamiliar with the
assessment process. Although this form of assessment-ratio may have merit, and its
application deserves further research, its significant superiority over the "assessment divided
by sales price" ratio has not been conclusively proven. The A/S is undoubtedly the most
widely applied configuration, and its use, therefore, facilitates inter- jurisdictional
comparisons. Because the A/S ratio is most commonly used and is recommended in the
TAAO "Standard on Assessment-Ratio Studies,” this review will focus on the A/S ratio.

In every assessment jurisdiction there is a legally mandated, or stated, assessment-ratio at
which properties should be assessed. How closely the assessments in a jurisdiction come to
this ratio is called assessment accuracy, or the degree to which each property is assessed at
the appropriate percentage of market value.

There are two primary aspects of assessment accuracy: assessment level and assessment

uniformity.
Assessment level refers to the degree to which the overall ratio of assessed
values to market values approximates the legally mandated ratio for the
property class in question. In many jurisdictions (such as North Carolina), this
legal ratio is 100 percent of market value, or "full" value. In other states, it is a
smaller percent such as 50 percent or 30 percent for example. In still other
jurisdictions, the statutory assessment-ratio varies according to broad classes of
properties - commercial properties are assessed at 40 percent of market value,
residential properties at 20 percent, and so forth.

The median level often indicates assessment level. If the legal ratio in the
jurisdiction is 50 percent, and the median assessment level in the jurisdiction is
32 percent; for example, the statutory requirements have not been met.

Assessment uniformity refers to the degree to which different properties
are assessed at equal percentages of market value, or the degree to which
property tax burdens are levied in a proportion to value. Assessment
uniformity is often indicated by the coefficient of dispersion (COD). If the
COD is 30 percent, for example, the degree of assessment uniformity is low;
if it is 5 percent, the uniformity is high.
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Assessment level and uniformity, the two essential aspects of assessment accuracy, are evaluated
by an assessment-ratio study. An assessment-ratio study is simply a tool for real estate market
analysis and assessment performance measurement. It can tell a great deal about how properties
are assessed and the way they should be assessed. It is a detailed statistical analysis of the degree
of assessment accuracy, indicated by comparing assessment-ratios as of a specific date. It must
be regarded as the final analysis in the evaluation of assessment accuracy.

An A/S ratio study has five major stages: first, delineation of objectives; second, information
about sales; third, information about property characteristics and assessed values; fourth,
statistical treatment of the information; and fifth, conclusions drawn from the information.
The basic steps generally undertaken in an assessment-ratio study are:

Define the problem and clearly state the purpose of the study.
Evaluate data needs.

Collect sales data.

Edit sales data.

Adjust sales data.

Match each sale with its corresponding assessed value.
Compute the assessment-ratio.

Stratify ratios as appropriate.

. Compute descriptive statistics.

10. Compute inferential statistics.

11. Test hypotheses and analyze results.

12. Take the necessary informative and corrective action.

VRN AU AW N

The study should be kept as simple as possible yet be in complete accord with its stated
purpose. Since the design of the study is almost totally influenced by its purpose, the
first step is the most important one. Obviously, something designed to do one thing
probably will not do another thing well. An assessment/ratio study is merely a tool, and
craftsmen should choose their tool with care.

The data requirements of the study, including assessment information, market value
estimates, and property characteristics, must be evaluated prior to initiating that study.
The purposes of the study will indicate certain data requirements (some of which will be
impossible to meet) that will necessitate modification of the study design. Precise

results require precise data. For this reason, the findings of the study can only be as
accurate as the data used. Statistics based on samples of sold properties are used in an
A/S study to make inferences about the accuracy of all assessments in a population.

A sample chosen for analysis may be smaller than the entire group of

usable sales.

Therefore, both the population and the sample to be studied must be defined. This is the first
step involved in increasing the detail of the study.

It is also important to determine the frequency with which A/S ratio studies should be made.
It is widely agreed that assessment/ratio studies should be conducted at regular intervals.
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They should also be conducted before and after a revaluation. A specific date of analysis
should be chosen because a study is undertaken to analyze the indicated relationship as of a
particular date. This date is generally the appraisal date of the year to be studied.

The important information contained in assessment-ratio studies is wasted if the studies are
not used once they have been performed. They should be used to improve assessment
performance and assure property tax equity.

IAAO PERFORMANCE STANDARDS

Standards for assessment-ratio measures should be adopted by all jurisdictions. The
International Association of Assessing Officers’ (IAAQO) “Standard on Assessment-Ratio
Studies” applies particularly in jurisdictions in which current market value is the basis of
assessment. (The TAAO also endorse current market value as the legal basis of assessment.
See “Policy Statements: International Association of Assessing Officers,” page 8b, adopted
January 25, 1983). These standards presuppose a budget sufficient to hire competent
personnel and apply sound assessment procedures as well as the availability of certain basic
data, as an adequate sample size.

Among the recommendations made in the IAAO "Standard on Assessment-Ratio Studies"”
are:
Assessment Level
a. The overall assessment level of a jurisdiction or a stratum should be
within ten percent of the legal ratio.

Assessment Uniformity
a. Among strata, the level of assessment in each stratum should be

within five percent of the overall assessment-ratio jurisdiction.

b. Within single-family residential strata, CODs (coefficient of dispersion)
should be less than 15 percent, and for areas of newer and similar
residences, less than 10 percent.

c. Within strata of income-producing property, CODs should be less
than 15 percent; and

d. Within other strata, such as vacant lots, farms, and acreage, CODs
should be less than 20 percent.

The standard for assessment level is presumed to have been met if the confidence interval of
the overall assessment level at the 95 percent confidence level includes the legal ratio, or if a
test of the null hypothesis that the overall level of assessment is within 10 percent of the
legal level cannot be rejected at the 95 percent confidence level.

Assessment-ratio studies used both for internal control and inter-jurisdictional assessment
equalization should be conducted at least annually. All in all, the average assessment
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jurisdiction should be able to meet the indicated standards. In all cases, the goals are
progressive rather than static in nature. One can always improve -if not overnight, at least
over time.

NEW CONSTRUCTION PERCENTAGE OF COMPLETION GUIDE

This guide is to be used in estimating the percentage of completion of both residential
and commercial buildings under construction.

PERCENT COMPLETION GUIDE

Foundation Only......c.c.ccceivneiiiiiinniiinnneciercnnes 10%
Framing in Place.....cccocevvinniiviiiiiiiiieicraiecnnnn. 25%
Shell Completed.......c.coviiiveniinciiinnniiencecnnenen. 35%
Rough Interior..........ccveeveiiiicnicrcscncrcncnnannn 50%
Finished INterior..........c.cccocveveerinierercacecnconcees 75%
Interior & Exterior Decoration..........cocccvveenne. 90%
Working Utilities, Building Complete............... 100%

SPECIFIC REVIEW PROCEDURES

1. Take the following materials to the field.
a. Neighborhood Parcel Map
b. Property Record Cards (PRC)
¢. Land Pricing Sheets
d. Neighborhood Inventory Report
e. Sales Analysis Sheets
2. Familiarize yourself with the review area.
3.Review all sales within your map and complete the sales analysis sheet.
4. Property location - Check property location and provide 911 address if
missing or incorrect,

5. Check property use code to insure the actual use of the property hasbeen
noted.

6. Area - Check for proper neighborhood code and change if incorrect. If you
feel there should be major neighborhood changes consult your supervisor.

7. Parcel number - Make sure that you are reviewing the proper
dwelling or lot by comparing the parcel 1.D. on the card with the parcel 1.D.
on the map.

8. Land data - Check for accuracy of lot size or land breakdown and correct if
necessary. Check for influence factor (i.e. topography or size) and adjust if
necessary. Check unit price to be sure that all parcels in neighborhood group
are being priced consistently. Do not attempt to change any land rates until
you consult your supervisor.

9. Listing data - Review all dwelling and other buildings for accuracy and
adequacy of data. Make necessary corrections to sketches or characteristics.

10. Grade - Assign a quality grade to the structure based on project standards.

11. Year built - Confirm or correct actual year built.
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12. Depreciation - Assign to dwelling based on age.

13. Parcel Summary - Check indicated value and enter estimated value based on
changes you make to records.

14. Mapping problems — Provide a detailed description of problems to Tax
Department

REAL VERSUS PERSONAL

Business personal property is typically identified as all property used in connection with the
production of income that has not been classified as real property. Frequently, it is difficult
to draw a fine line between what is treated as real property and what is treated as personal
property for property tax purposes. In many cases, the appraiser must rely on the owner's
statement of intent. Items that may appear to be permanently attached to realty may not be
appraised as realty and should be classified as personal. A good rule of thumb is to classify
all property and investments necessary for the operation of the machinery and equipment as
personal.

Examples of items that may appear to be real property, but should be considered personal
property in certain situations are:

. Wiring

. Venting

. Flooring

. Special climate control (Heating and air-conditioning systems associated with particular
equipment or product)

. Conveyors

. Boilers and furnaces

. Shelving and displays

. Leasehold improvements (owned by lessee)

AW~
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When trying to determine if something should be considered Real or Personal Property
an appraiser should ask themselves "Is this for the benefit of the process or for the
benefit of the employees or the building?"

Generally, business personal property includes, but is not limited to, the following
categories:

1. Inventories

Raw materials

Goods in process of manufacturing

Finished goods

Supplies (office, maintenance, janitorial, manufacturing)
Packaging materials

Fuels

Spare parts

o e o
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2. Depreciable Assets (Fixed Assets)

Machinery and equipment

Office furniture, fixtures, and equipment

Construction work in process (including interest during construction)
Leasehold improvements

Software packages (tangible)

Tools, dies, molds

Motor vehicles (including mounted equipment)

Pallets and containers

S o a0 o

3. Intangible Personal
a. Leasehold interest in exempt real property

In general, machinery and equipment used primarily as part of a manufacturing process (process
equipment) is taken as Personal Property. Machinery and equipment which is part of the land or
building improvements is taken as Real Property.

It 1s most important that all taxable property be assessed only once as either real or personal,
and that property is classified as either real or personal uniformly throughout each county.
Of slightly lesser importance is whether the property is classified as real or personal
property. In other words, however property is classified, the assessor must ensure that all
taxable property is uniformly assessed.

1) Property used as part of a process, or in place for the equipment is generally
considered personal property. Special wiring, foundations, and process piping are
examples of this and are typically not appraised as real property in the Schedule
of Values.

2) Property used for the building, or for the comfort of employees is generally
considered real property. A building appraised as a refrigerated warchouse will
include property that helps keep the interior cool. It is helpful to determine what
additional property is included in the refrigerated warehouse schedule.

3) The owner's intent is important to consider. If the owner intends for
property to be permanently attached to the real estate, then that should
be taken into account. Paving will not typically be removed and is not
intended to be removed; therefore, it is almost always a real property
improvement.
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STANDARD 5

STANDARD 5: MASS APPRASIAL, DEVELOPMENT

In developing a mass appraisal, an appraiser must identify the problem to be solved, determine the scope of
work necessary to solve the problem, and correctly complete research and analyses necessary to produce a
credible mass appraisal.

Comment: STANDARD 5 applies to all mass appraisals of real or personal property regardless of the
purpose or use of such appraisals.> The reporting and jurisdictional exceptions applicable to public mass
appraisals prepared for ad valorem taxation do not apply to mass appraisals prepared for other purposes.

A mass appraisal includes:

1.
2.
3.
4
5.

6.

7.

Identifying properties to be appraised;

Defining market area of consistent behavior that applies to propetties;

Identifying characteristics (supply and demand) that affect the creation of value in that market area;
Developing a model structure that reflects the relationship among the characteristics affecting value in the
market area;

Calibrating the model structure to determine the contribution of the individual characteristics affecting
value;

Applying the conclusions reflected in the model to the characteristics of the property(ies) being appraised;
and

Reviewing the mass appraisal results.

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

STANDARDS RULE 5-1, GENERAL DEVELOPMENT REQUIREMENTS

In developing a mass appraisal, an appraiser must:

@

()

©

Be aware of, understand, and correctly employ those recognized methods and techniques necessary to
produce a credible mass appraisal;

Comment: Mass appraisal provides for a systematic approach and uniform application of appraisal methods
and techniques to obtain estimates of value that allow for statistical review and analysis pf results.

This requirement recognizes that the principle of change continues to affect the manner, in which, appraisers
perform mass appraisals. Changes and developments in the real property and personal property fields have a
substantial impact on the appraisal profession.

To keep abreast of these changes and developments, the appraisal profession is constantly reviewing and
revising appraisal methods and techniques and devising new methods and techniques to meet new
circumstances. For this reason, it is not sufficient for appraisers to simply maintain the skills and the
knowledge they possess when they become appraisers. Each appraiser must continuously improve his or
her skills to remain proficient in mass appraisal.

No commit a substantial error of omission or commission that significantly affects a mass appraisal;
and

Comment: An appraiser must use sufficient care to avoid errors that would significantly affect his or her
opinions and conclusions. Diligence is required to identify and analyze the factors, conditions, data, and
other information that would have significant effect on the credibility of the assignment results.

No render a mass appraisal in a careless or negligent manner.

56 See Advisory Opinion 32, A4d Valorem Property Tax Appraisal and Mass Appraisal Assignments
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STANDARDS RULE 5-2, PROBLEM IDENTIFICATION
In developing a mass appraisal, an appraiser must:

(@

(b)

©

@
©

®

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 objective 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:

@ 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 other 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:

@) The group with which a property is ideintified according to similar market influence;
(ii) The appropriate market area and time frame relative to the property being valued; and
(i) Their location and physical, legal, and economic characteristics;

Comment: the properties must be identified in general terms, and each individual property in the
universe nust 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.5

Ordinarily, proposed improvements are not appraised for ad valorem tax purposes. Appraisers,
however, are sometimes asked to provide opinions of value of proposed improvements a=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;
(id) Physical, legal, and economic characteristics;
(iii) Time frame of market activity; and

@iv) Property interests reflected in the market;

57 See Advisory Opinion 36, ldentification and Disclosure of Client, Intended Use, and Intended Users. Also applicable to
Standards Rule 5-2(b).

58 See Advisory Opinion 34, Retrospective and Prospective Value Opinions.

59 See Advisory Opinion 23, Identifying the Relevant Characteristics of the Subject Property of a Real Property Appraisal
Assignment, if applicable.

60 See Advisory Opinion 17, Appraisals of Real Property with Proposed Improvements, if applicable.
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(2) In appraising real property or personal property:

@) identify the appropriate market area and time frame relative to the property being valued;

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

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

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

) identify and analyze whether an appraised fractional interest, physical segment or partial
holding contributes pro rata to the value of the whole;

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

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

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

(i) the extraordinary assumption is required to properly develop credible opinions and
conclusions;
(i) the appraiser has a reasonable basis for extraordinary assumption;

(iii) use of the extraordinary assumption results in a credible analysis;

(j) identify any hypothetical conditions necessary in the assignment. A hypothetical condition may be
used in an assignment only if:
(1] use of the hypothetical condition is clearly required for legal purposes, for purposes of

reasonable analysis, or for purposes of comparison; and

(i use of the hypothetical condition results in a credible analysis; and

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

STANDARDS RULE 5-3, PROPERTY’S USE AND APPROPRIATE MARKET

‘When necessary for credible assignment results, an appraiser must:

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

@) existing land use regulations;

(i) reasonably probable modifications of such regulations;
(iii) economic supply and demand;

(iv) the physical adaptability of the real estate;

) neighborhood trends; and

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

Comment: This requirement sets forth a list of factors that affect use and value. In considering
neighborhood trends, an appraiser must avoid stereotyped or biased assumptions relating to race,
age, color, gender, or national origin or an assumption that race, ethnic, or religious homogeneity is
necessary to maximize value in a neighborhood. Further, an appraiser must avoid making an
unsupported assumption or premise about neighborhood decline, effective age, and remaining life.
In considering highest and best use, an appraiser must develop the concept to the extent required
for a proper solution to the appraisal problem.

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

Scope of Work.
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(b) In appraising personal property, identify and analyze the effects on use and value of industry trends,

value-in-use, and trade level of personal property. Where applicable, analyze the current use and
alternative uses to encompass what is profitable, legal, and physically possible, as relevant to the type
and definition of value and intended use of the appraisal. Personal property has several measurable
marketplaces; therefore, the appraiser must define and analyze the appropriate market consistent
with the type and definition of value.

STANDARDS RULE 5-4. APPRAISAL METHODS

In developing a mars- appraisal, an appraiser must:

@

()

©

Identify the appropriate procedures and market information required to perform the appraisal,
including all physical, functional, and external market factors as they may affect the appraisal;

Comment: Such efforts customarily include the development of standardized data collection forms,
procedures, and training materials that are used uniformly on the universe of properties under consideration.

Employ recognized techniques for specifying property valuation models; and

Comment: The formal development of a model in a statement or equation is called model specification.
Mass appraisers must develop mathematical models that, with reasonable accuracy, represent the
relationship between property value and supply and demand factors, as represented by quantitative and
qualitative property characteristics. The models may be specified using the cost, sales comparison, or
income approaches to value. The specification format may be tabular, mathematical, linear, nonlinear, or
any other structure suitable for representing the observable property characteristics. Appropriate approaches
must be used in appraising a class of properties. The concept of recognized techniques applies to both real
and personal property valuation models.

Employ recognized techniques for calibrating mass appraisal models.

Comments: Calibration refers to the process of analyzing sets of property and market data to determine the
specific parameters of a model. The table entries in a cost manual are examples of calibrated parameters, as
well as the coefficients in a linear and nonlinear model. Models must be calibrated using recognized
techniques, including, but not limited to, multiple linear regression, nonlinear regression, and adaptive
estimation.

STANDARDS RULE 5-5. APPRAOCHES TO VALUE

In developing a mass appraisal, when necessary for credible assignment results, an appraiser must:

@

Collect, verify, and analyze such data as are necessary and appropriate to develop:

@) The cost new of the improvement;

(i) Depreciation;

(iii) Value of the land by sales of comparable properties;

@iv) Value of the property by sales of comparable properties;

W) Value by capitalization of income or potential earnings (i.e., rentals, expenses, interest rates,
capitalization rates, and vacancy data);

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

USPAP 2020-2021 Edition
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©
@

Base estimates of capitalization rates and projections of future rental rates and/or potential carnings
capacity, expenses, interest rates, and vacancy rates on reasonable and appropriate evidence,5?

Comment: This requirement 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 techniques 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 leaschold 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
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:

@
®)

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.

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 or 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 apprasiers to evaluate the performance of models, using techniques 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.

62 See Advisory Opinion 33, Discounted Cash Flow Analysis.
63 See Advisory Opinion 2, Inspection of Subject Property.
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STANDARD 6

STANDARD 6: MASS APPRAISAL, REPORTING

In reporting the results of a mass appraisal, an appraiser must communicate each analysis, opinion, and
conclusion in a manner that is not misleading.

Comment: STANDARD 6 addresses the content and level of information required in a
report that communicates the results of a mass appraisa. STANDARD 6 does not dictate
the form, format, or style of mass appraisal reports. The substantive content of a report
determines its compliance.

Standards Rule 6-1. GENERAL REPORTING REQUIREMENTS

Each written report of a mass appraisal must:
(a) Clearly and accurately set forth the appraisal in a manner that will not be misleading;

(b) Contain sufficient information to enable the intended user(s) of the appraisal to understand the report
properly; and

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

(¢) Clearly and accurately disclose all assumptions, extraordinary assumptions, hypothetical conditions,
and limiting conditions used in the assignment.

Standards Rule 6-2, CONTENT OF A MASS APPRAISAL REPORT

The content of a mass appraisal report must be appropriate for the intended use of the appraisal and, at a
minimum:

(a) state the identity of the client, or if the client has requested anonymity, state that the identity is
withheld at the client’s request but is retained in the appraisers workfile; state the identity of any
intended user(s) by name or type;*
Comment: Because the client is an intended user, they must be identified in the report as such. However, if
the client has requested anonymity the appraiser must use care when identifying the client to avoid violations
of the Confidentiality section of the ETHICS RULE.

(b) state the intended use of the appraisal;

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

(d) state the effective date of the appraisal and the date of the report;
Comment: In ad valorem taxation the effective date of the appraisal may be prescribed by law. If no effective
date is prescribed by law, the effective date of the appraisal, if not stated, is presumed tobe contemporaneous
with the data and appraisal conclusions.®*

(e) state the type and definition of value and cite the source of the definition;

Comment: stating the type and definition of value also requires any comments needed to clearly indicate to
intended users how the definition is being applied.

64 See Advisory opinion 36, Identification and Disclosure of Client, Intended Use, and Intended Users. Also applicable to Standards

Rules 6-2(b).

65 See Advisory Opinion 34, Retrospective and Prospective Value Opinions.
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‘When reporting an opinion of value, state whether the opinion is:
- interms 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.

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.

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 or research and analyses not performed.

when any portion of the work involves significant mass appraisal assistance, summarize the extent of
that assistance;®’

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 results in eredible 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.

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 conclusions;

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 performance tests used and the performance measures attained;

(n)
(0)

summarize the reconciliation performed, in accordance with Standards Rule 5-7; and
include a signed certification in accordance with Standards Rule 6-3.

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

67 See Advisory Opinion 31, Assignments Involving More than One Appraiser.
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Standards Rule 6-3. CERTIFICATION
A signed certification is an integral part of the appraisal report.

@

()

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

I 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.

- TIhave 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.

- I 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.

- I'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 the stipulated result, or the occurrence of the subsequent even
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.

I 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.

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

68 See Advisory Opinion 2, Inspection of Subject Property.
69 See Advisory Opinion 31, Assignments Involving More than One Appraiser.
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(¢) When a signing appraiser has relied on work done by appraisers and others who do not sign the
certification, the signing appraiser is responsible for the decision to rely on their work.

@) The signing appraiser is required to have a reasonable basis for believing that those
individuals performing the work are competent; and

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

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

USPAP 2020-2021 Edition
©The Appraisal Foundation



