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LEARNING OBJECTIVESLEARNING OBJECTIVES

SECTION ONESECTION ONE

Idaho’s Ad Valorem System

Certified Tax Appraiser

Role of the Assessor

Role of the Tax Commission

Estimated 2004 Taxes, Family of Four  Estimated 2004 Taxes, Family of Four  
Various Income LevelsVarious Income Levels

Estimates for Boise, based on
District of Columbia studies
of largest city in each state
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Role of the AssessorRole of the Assessor
• Locate and identify
• Inventory
• Classify
• Estimate market value
• Calculate taxable value
• Assessment rolls
• Defend Value during appeals

Idaho Code 63-208, Administrative Rule 217
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ASSESSMENT FLOW CHART

ASSESSOR
Property Identification:

Mapping--Parcel Numbering
Reporting system

TREASURER
Collection of Taxes

Real/Personal Property
Special Assessments

ASSESSOR
Property Appraisal:

Field Inspection-Building
Data-Site Date

TREASURER

Mail Out Tax Bill

ASSESSOR
Market Value:

Compute-Analyze-Correlate
(including sales’ data

ASSESSOR
Prepare Assessment Rolls

List Owners-Addresses
Property Values

COUNTY BOE
Assessment Roll Equalization

Due Process of Appeal
Procedures

AUDITOR
Certify Tax Charges to

Treasurer
Real and Personal Property

AUDITOR
Prepare Tax Roll:

Approved Levy multiplied
by Owner’s Taxable Property

Value

COUNTY COMMISSIONERS
Determine Tax Charges:

Tax District Budgets divided by
Tax District Value

Certified Tax AppraiserCertified Tax Appraiser

• Complete Course 1 and Course 2

• Have at least 12 months assessment or 
appraisal experience

• Apply to the State Tax Commission for 
certification

To Maintain CertificationTo Maintain Certification

• Complete 16 hours of continuing 
education the first year after

• Complete 32 hours of continuing 
education within the preceding 2 
years
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Role of the Tax CommissionRole of the Tax Commission

• Sets performance standards
• Analyzes work of assessor
• Responds to non-compliance
• Assesses operating property
• Establishes administrative rules
• Requires assessors to attend meetings
• Provides for equalization

Idaho Code 63-105A

OVERSIGHT DUTIES

Role of the Tax CommissionRole of the Tax Commission
Technical Assistance

• Manuals and schedules
• Forms
• Training and education
• Certification
• Research
• Valuation assistance
• Software
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LEARNING OBJECTIVESLEARNING OBJECTIVES
SECTION TWOSECTION TWO

What is Property?

Property Rights v. Government 
Powers

Market Value

Principles of Value

What is property?What is property?

REAL PROPERTY:

All interests, benefits, and rights 
inherent in the ownership of physical real 
estate

PERSONAL PROPERTY:

Includes removable items not 
permanently attached to, and part of, the 
real state

<<The Dictionary Of Real Estate Appraisal, Third Edition>>

PERSONAL PROPERTYPERSONAL PROPERTY

Includes movable objects that are 
not permanently attached to the 
land.

The removal of the property will 
not render it unusable or damage 
the surrounding real estate.
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REAL ESTATEREAL ESTATE
The physical land and 
appurtenances affixed to the 
land

Immobile and tangible

REAL PROPERTYREAL PROPERTY

The sum of both tangibles 

And intangibles: all interests, 
benefits, and rights associated 
with the ownership of the 
property

REAL OR PERSONAL ?REAL OR PERSONAL ?

What is the method of 
attachment?

What are the intentions of the 
parties?

Is it adaptable?

What is the agreement between 
the parties?
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Operating Property
Utility and transportation type properties
Certain types of telecommunications
Railroads
Electric generators, transmission, 
distribution
Private railcars
Pipelines
Gas distribution lines
Barge lines
Wind farms

RIGHTS OF OWNERSHIPRIGHTS OF OWNERSHIP
Right to SSell

Right to LLease or rent

Right to UUse

Right to GGive away

Right to EEnter or leave (real property)

Right to RRefuse to do any of these

Remember – “SLUGER”
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NN

DD
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FF

RR

II

GG

HH

TT

SS

OWNERSHIP RIGHTS

Fee Simple Absolute
Greatest Possible Degree of OwnershipGreatest Possible Degree of Ownership

Encumbrances
Deed LimitationsDeed Limitations
Subdivision RestrictionsSubdivision Restrictions
Mechanic LiensMechanic Liens
Easements or RightEasements or Right--ofof--WaysWays
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POWERSPOWERS OF GOVERNMENTOF GOVERNMENT
TTaxation

EEminent Domain

PPolice Power

EEscheat
Remember – “TEPE”

COSTCOST

The sacrifice 
made (in terms 
of money, 
time, and labor) 
to acquire 
property.

PRICEPRICE
The amount 
of money (in 
U.S. dollars) 
given or 
expected in 
exchange for 
property.
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VALUEVALUE

The present 
worth of 
future 
benefits that 
accrue to  
property 
ownership

VALUE POSSESSES:VALUE POSSESSES:
DDesire or demand

UUtility

SScarcity

TTransferability
Remember – “DUST”

FORCES THAT EFFECTFORCES THAT EFFECT
VALUEVALUE

PPolitical or governmental

EEconomic

PPhysical characteristics

SSocial
Remember – “PEPS”
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MARKET VALUEMARKET VALUE

Expressed in 
money

Most probable 
price

Reasonable 
market exposure

Arms length 
transaction

Informed buyer 
and seller

Willing and able 
buyer and seller

Principles of Values

Anticipation
Change
Conformity
Contribution
Surplus Productivity
Substitution

Time Value of Money
Balance
Contribution
Variable Proportions
Consistent Use
Competition

HIGHEST AND BEST USE

The  concept in appraisal and in 
assessment law requiring that 
each property be appraised as 
though it were being put to its 
most profitable use given probable 
legal, physical, and financial
constraints.

» Property Appraisal and Assessment Administration
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HIGHEST AND BEST USEHIGHEST AND BEST USE

Legally Permissible

Physically Possible

Financially Feasible

Maximally Productive

Idaho Code 63-208 (1)
“The rules promulgated by the state tax 
commission shall require each assessor to 
find market value for assessment purposes of 
all property, except that expressly exempt 
under chapter 6, title 63, Idaho Code, within 
his county according to recognized appraisal 
methods and techniques as set forth by the 
state tax commission; provided, that the 
actual and functional use shall be a major 
consideration when determining market 
value for assessment purposes.”
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LEARNING OBJECTIVESLEARNING OBJECTIVES
SECTION THREESECTION THREE

Be familiar with the appraisal process

Know how to gather, verify and report data

Become familiar with the three approaches 
to value

Know how appraisal findings are reported

Appraisal ProcessAppraisal Process

1.  Define the problem

2.  List data needed and sources

3.  Gather, verify, and record data

Appraisal ProcessAppraisal Process
4. Determine information for three    

approaches to value

5. Calculate data

6. Reconcile data for final value 
estimate
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The Appraisal ProblemThe Appraisal Problem

Identify the real estate
Identify the property rights
Use of the appraisal
Define the value method
Date of value estimate
Scope of the appraisal
Other limiting conditions

Appraisal Reports
Form: Forms may vary from checklists to special 
buildings and property records.  Used by VA, FHA, 
and Banks. Example:  The URAR
Letter: Summarizes the basic information about the 
property, followed by an opinion of value.  
Narrative: A detailed presentation of how data was 
processed to arrive at an estimate of value.  Used in 
the appeal process.  
Demonstration: Narrative report used by 
professional organizations to examine candidates for 
designation. 

Approaches to ValueApproaches to Value

Sales Comparison (Market)

Cost 

Income 
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Sales Comparison (Market)Sales Comparison (Market)

Sales Price of Comparable 
Property

(+ or -) Adjustments* =

Indicated Value of Subject

* NEVER ADJUST SUBJECT PROPERTY

Sales Comparison Approach

House A is deemed comparable to the 
subject property, however this sale has 
a garage and the subject does not.  All 
other factors are the same.  

House A sold for:      $97,000
Price of the Garage:   -$7,000
Subject’s Value:         $90,000

Cost ApproachCost Approach
Cost of Improvements New from 

Cost Manual (RCN)

(-) Depreciation on Improvements 
Calculated from the Market

(+) Site (Land) Value Calculated 
from the Market

(=) Total Property Value
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Cost Approach
A warehouse that would cost $300,000 to 

construct new today has depreciated 
25% in its lifetime and is on land valued 

at $90,000. What is the property’s 
value? 

(RCN – Depreciation) + Land Value =
Total Property Value

Cost Approach

$300,000(RCN) X 0.25(Dep) = Depreciated $

$300,000 (RCN) – $75,000 (Dep)
+ $90,000 ( Land) = 
$315,000 (Value)

Income ApproachIncome Approach

INCOME

I

RATE VALUE

R x V
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Income Approach
A buyer requires a 10% return on her 

investment.  The commercial property she 
wishes to purchase produces a net income of 
$75,000 per year.  What is she willing to pay?

(÷) Income = Value
Rate

(Income) $75,000 = $750,000 (Value)
(Rate) 10% 

Income Approach
To receive a 12% return on an investment 

of $100,000, what would be the required 
net income of the purchased property? 

Rate x Value = Income

(Rate) 0.12 X (Value) $100,000 
= (Income) $12,000

Math Review
Land to Building Ratios

You have determined the Land to Building Ratio 
to be 1:4 for the subject property.  Land sales 
indicated a land value $10,000. 

$10,000 X 1 Part = $10,000 (Land)
$10,000 X 4 Parts = $40,000 (Building)

$10,000 X 5 Parts = $50,000 
(Total Property Value)
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Math Review

Converting Ratios into Decimals or Percentages

Example:   1/5    1 divided by 5 = .20 or 20%

2/3    2 divided by 3 = .6666 or  
66.66%, rounded to 67%

12/54  12 divided by 54 = .2233 or
22.33%, rounded to 22%

Math Review
Example:  Decimals into Percentages

.30  = 30%
24.5% = .245

1.20 = 120%

To convert a decimal into a percentage, move the 
decimal point two places to the right.  

To convert a percentage into a decimal, move the 
decimal point two places to the left.
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LEARNING OBJECTIVESLEARNING OBJECTIVES
Section 4Section 4

• Know what a Legal Description is
• Know the Public Land Survey System

• Know the Metes and Bounds System
• Know the Lot and Block system 

• Know how to use the above systems 

GOVERNMENT SURVEYGOVERNMENT SURVEY

U.S. RECTANGULAR SURVEY SYSTEMU.S. RECTANGULAR SURVEY SYSTEM

Assigned by Federal Statues Assigned by Federal Statues –– Nationwide Nationwide 

EastEast--West lines are called West lines are called Base LinesBase Lines

NorthNorth--South lines are called South lines are called MeridiansMeridians

IdahoIdaho’’s Meridian is known as:s Meridian is known as:

THE BOISE MERIDIANTHE BOISE MERIDIAN

Townships and Ranges

• Township:  Each six-mile division north or 
south of the baseline is called the township 
north or township south.  

• Range: Each six-mile division east or west 
of the principle meridian is called a range 
east or range west.   
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Government LotsGovernment Lots

• Not all townships are perfectly regular, containing 
640 acres.  Causes of irregularities include:

– Survey errors
– Bodies of water
– Government reservation boundaries

• These discrepancies are corrected on the north and 
west side of the township through the use of 
fractional or government lots.  

Example 4-6

METES AND BOUNDSMETES AND BOUNDSMETES AND BOUNDS
OLDEST MANNER OF DESCRIBING LAND

• Property boundaries were set by a buyer and seller 
walking the perimeter of a property, establishing 
landmarks as they walked.  The six components are:

• A township and range reference
• A starting monument
• Directions from that monument to the parcel’s point of 

beginning (POB)
• Actual metes and bounds that start at the POB
• Area of the parcel
• Any exclusions or qualifiers

Example 4.8

METES AND BOUNDSMETES AND BOUNDS

BEARINGS & DISTANCES

Bearings:  Measurements by Degrees (60 )
Minutes (‘)   Seconds (“)

Distances: Measurements by Feet
Example:   “South 60   East 300 feet”

Early measurements are sometimes listed in chains. 
One chain = 66 feet. 

Exercise 4-8

o

o
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Uniform Parcel Numbering SystemUniform Parcel Numbering System

•The Uniform Parcel Numbering system is described 
in Idaho Code 63-209 and Administrative Rule 218 

•Idaho Code, 63-209.  Assessor’s Plat Record.  
“All parcels of real property shall be numbered 
pursuant to a uniform numbering system to be 
established by the state tax commission…”

•A parcel number system that allows each property to 
be uniquely identified by twelve numbers or letters. 

Parcel NumberingParcel Numbering
• Section land in county (rural)

– RP05N27E256341

• Section land in city (urban)
– RPB00000347827

• Subdivision land in county (rural)
– RP088200040230A

• Subdivision land in city (urban)
– RPE01620008012A

Example 4-6

SECTION LAND IN THE COUNTY 

TOWNSHIP RANGE SECTION LOCATION
01N 12E 35 1450 = RP01N12E351450A

SECTION LAND IN THE CITY

CITY NOT IN SUB SECTION LOCATION
F 00000 10 1450 = RPF00000101450A

RURAL PARCEL IN  SUBDIVISION

NOT IN CITY SUB # BLOCK LOT
0 0310 001 001 0 = RP003100010010A

LOT 1 IN BLOCK 1 OF FAIRWAY ESTATES SUB
CITY PARCEL IN SUDBIVISION

CITY SUB BLOCK LOT
F 0010 002 002 0 = RPF00100020020A

LOT 2 BLOCK 2 BALDWIN ADDITION, FAIRFIELD TOWNSITE

A LETTER (A,B,C etc) IN THIS POSITION INDICATES THE LOT HAS BEEN COMBINED OR SPLIT
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3000 2400 600 0

3599 2999 1199 599
3600 4200 1200 1800

4199 4799 1799 2399
5400 4800 7800 7200

5999 5399 8399 7799
6000 6600 8400 9000

6599 7199 8999 9999

North ↑
Standard Section

LOT and BLOCK LOT and BLOCK 
SUBDIVISIONSUBDIVISION

•Descriptions for Subdivisions and Townsites

•City and Rural Subdivisions

•Record Subdivision Plat

•Approved by Planning and Zoning Department

•Approved by County Commissioners

•Lot 10, Block 2, of Kingston Subdivision, XX      
County,  State of Idaho.
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4.5 Metes and Bounds Descriptions 
The oldest form of surveying land is the metes and bounds system, in which land is 
identified by describing its boundaries.  This system is from a time when property 
boundaries were set by a buyer and seller walking the perimeter of a property, 
establishing landmarks as they walked.  A metes and bounds description has six parts: 
 
 1.  A township and range reference 
 2.  A starting monument 
 3.  Directions from that monument to the parcel’s point of beginning (POB) 
 4.  Actual metes and bounds that start at the POB 
 5.  Area of the parcel 
 6.  Any exclusions or qualifiers 
 
4.6 Bearings 
Directions are usually given with bearings.  Bearings combine names of directions (north, 
east, etc) with numbers.  A typical bearing is “North 42˚ East”.  To find it, you start 
pointing due north, and then work your way in an easterly direction for 42 degrees.  
“South 88˚ West” is found by pointing due south, and then swinging 88 degrees in a west 
direction.  A full circle has 360 degrees.  Also, degrees can be broken down into minutes 
and seconds.  Thus 5˚ 17' plus 2˚52' equals 7˚69', which is the same as 8˚09'.  IC 50-1304 
and IC 55-1911 require accuracy to be 1:5000 or better.  
 
4.7 Distances 
Distances are usually given in feet.  Earlier measurements are sometimes listed in chains.  
One chain is equal to 66 feet.  When you measure distances on a map, you must know its 
scale.  Many plat maps are at a scale of “One inch equals 200 feet”.  This means that one 
inch on the map equals 200 feet on the ground.  Many aerial photos are at 660 scale or 
one inch on the aerial equals 660 feet on the ground. 
 
Six-sided rulers used to measure at different map scales, are themselves called scales.  
When you want to measure at 200 feet to the inch, you use the scale labeled “20".  When 
you want to measure at one inch equals 100 feet, you use the “10" scale. 
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4.8 Typical Descriptions 
A typical Metes and Bounds description follows: 

A portion of the Northeast Quarter of Section 15, Township 8 North, Range 24 
East, Boise Meridian, Lemhi County, Idaho, more particularly described as: 
• Starting at the northeast corner of said Section 15, thence going N 89˚ 12'44" 

W 518.44 feet along the north line of said section; 
• thence going S 1˚58'32" E 221.33 feet to a brass cap, the true Point of 

Beginning; 
• thence going N 60˚ E 200 feet to a lava rock; 
• thence going S 30˚ E 300 feet to a 5/8 inch diameter piece of rebar; 
• thence going S 60˚ W 200 feet to a brass cap; 
• thence going N 30˚ W 300 feet more or less to the Point of Beginning; 
• Containing 1.38 acres more or less; 
• Excluding a 30 foot right of way for Geertson Creek Road. 

 
The first part of the description located you in the government survey system (Section 15, T8N, 
R24E); the second part told you exactly which monument you tie in (the northeast corner); the 
third part got you to the point of beginning (by two courses); the fourth part was the exterior 
metes and bounds (the 200, 300, 200, and 300 foot courses); the fifth part gave out the area (1.38 
acres); and the sixth part named an exclusion to the parcel (the road). 
 
4.9 Tax Numbers 
Tax numbers are used to simplify metes and bounds descriptions.  As new metes and bounds 
parcels are created, the assessor assigns a new number.  Tax numbering varies from county to 
county.  The description above might have tax number 78-138 (for the 138th new description of 
1978) or tax number 2543-6 (for the sixth new parcel “split” off the mother parcel number 2543); 
or number 08N24E150220 (an official parcel number). 
 
4.10 Parcel Numbering 
The standard system for numbering parcels within the counties, cities in sections, subdivided 
land in city and subdivided land in the county. 
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Section 9Section 9
The Income ApproachThe Income Approach

Learning Objectives
• Know how the basic economic principles of anticipation 

and supply and demand apply to the Income Approach

• Know the basic formula for the Income Approach

• Know how to calculate and apply capitalization rates

• Know how to calculate a Gross Income Multiplier

Income Approach

• The income capitalization approach is 
one of the three approaches to value.  In this 
approach, the anticipated benefits (income 
or rent) is converted to an estimate of value 
of the income producing property.  

Income Approach

• Income capitalization is based upon the 
economic principles of:  

1. Anticipation – value is created by the expectation of 
benefits to be derived in the future. 

2.   Change – investor’s expectations of changes in 
income levels, the expenses required to ensure 
income, and probable increases or decreases in 
property must be addressed and forecast. 
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Income Approach

• Competition – competition means that an 
excess of one type of facility will decrease 
the value of all such facilities.  Excess 
competition destroys balance.  Competition 
is created by the potential for profits, which 
attracts new buyers and sellers to a market.  
Competition among buyers may lead to 
shortages, which increases prices and 
profits to sellers.  

Income Approach

• Substitution – the prices, rents, and rates of 
return of property tend to be set by the 
current prices, rents, and rates of return for 
equally desirable substitute properties.  The 
principles of substitution is market-oriented 
and provides the basis for estimated rents 
and expenses and selecting the proper 
discount rate or capitalization rate for the 
subject property.  

Income Approach

• Supply – the amount of product that 
producers are willing to sell under various 
conditions during a given period.  

• Demand – the amount of product buyers 
are willing and able to buy during some 
period, given the choices available to them.  
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Income Approach
• POTENTIAL GROSS INCOME

- Vacancy & Collection Loss
+  Miscellaneous Income
= EFFECTIVE GROSS INCOME
- Allowable Expenses

(Operating Expenses & Reserves for 
Replacement)
= NET OPERATING INCOME

Calculating Potential Gross 
Income

• Gross Income Estimate (Potential Gross 
Income – PGI)

• Potential gross income is the annual 
economic rent for the property at 100% 
occupancy. 

• Exercise 9-4

Calculating Effective Gross Calculating Effective Gross 
IncomeIncome

1.  Estimate Potential Gross Income
2.  Estimate allowances for Vacancy and Collection Loss
3.  Subtract Vacancy and Rent Loss from PGI
4.  Add Miscellaneous Income

This equals
EFFECTIVE GROSS INCOME

Exercise 9-6
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Net Operating Income

• 1.  Estimate operating expenses and reserves for 
replacement

• 2.  Deduct expenses from EGI to determine Net 
Operating Income (NOI)

Allowable Operating ExpensesAllowable Operating Expenses

• Management
• Salaries and Fringe Benefits
• Yard Care
• Utilities
• Insurance 
• Reserves for Replacement
• Repairs and Maintenance
• Legal & Accounting Fees

Improper ExpensesImproper Expenses
• Income tax payments
• Depreciation charges
• Payments for capital improvements
• Principle and Interest on Loans
• Franchise Fees
• Real Estate Taxes*
* Since real estate taxes are included in the 

capitalization rate, they are not considered an 
allowable expense in determining net operating 
income.
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Reserves for ReplacementReserves for Replacement
1.  Estimate the economic life of the item
2.  Estimate replacement cost new
3.  Multiply the RCN by the number of units 

in the project.  
4. Divide by the number of years in the items 

economic life.  
Example

Refrigerators ($500) X 50 Apt. ÷ 10 yrs of 
economic life = $2,500 per year

Exercise 9-11

Income Approach

• The IRV formula (equation)

1. I (income) = Rate X Value

2. R (rate) = Income ÷ Value

3. V (value) = Income ÷ Rate

Income,Value and Rate FormulasIncome,Value and Rate Formulas
If you know the Income and Rate, you can findIf you know the Income and Rate, you can find

Value by using the following formulaValue by using the following formula

__I__

R x  V

IncomeIncome
RateRateValue  =Value  =
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Income,Value and Rate FormulasIncome,Value and Rate Formulas
If you know the Value and Rate, you can find If you know the Value and Rate, you can find 

Income by using the following formulaIncome by using the following formula

Income = Rate x ValueIncome = Rate x Value

__I__                    

R  x  V  

Income,Value and Rate FormulasIncome,Value and Rate Formulas

If you know the Income and Value, you can find If you know the Income and Value, you can find 

Rate by using the following formulaRate by using the following formula

IncomeIncome
ValueValueRate =Rate =

__I__
R x V

Overall Capitalization Rate (Ro)

• The overall capitalization rate represents the 
percentage of net operating income in 
relation to total property value. 

• Used in direct capitalization

• Does not distinguish between land rate and 
improvement rate components.  
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Market Comparison Method

1. Uses IRV equation
2. Known components of the IRV equation:

– A) Net operating income
– B) Property value

3. Net operating income divided by the 
property value equals overall 
capitalization rate (Ro)

Example

• You are appraising a retail commercial 
property.  To derive a proper overall 
capitalization rate (Ro) from market sales, 
you have found a similar retail property 
which recently sold of $1,500,000 and has 
an EGI of $300,000.  Total expenses 
amount to $85,400 annually. What is the 
indicated Ro for the comparable sale?

Example

Effective Gross Income:         $300,000
Total Expenses & Reserves:    -$85,400
Net Operating Income:            $214,600

Overall Capitalization Rate (Ro):
NOI =      $214,600 =   0.143 or 14.3%

Property Value          $1,500,000
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Band of Investment Method
1. The weighted average of the mortgage and 

equity components.  
2. Mortgage Capitalization Rate (Rm) is the 

percentage of the original loan that is 
required to be paid annually

3. Equity capitalization rate (Re) is the 
percentage of the original equity 
investment that is represented by the 
income available to the original equity 
investment. 

Example
• You have determined that typical 

commercial properties in your market area 
are financed with 75% debt and 25% equity.  
Typical financing terms for comparables to 
the subject property require 8.7% of the 
amount borrowed.  The typical equity 
capitalization rate would be 10% for the 
equity investor.  What is the overall rate 
(Ro) using the Band-of-Investment method?

Example

Capital      Portion         Cap Rate    Product
Debt            0.75        X      0.087    =  0.0652
Equity          0.25 X      0.100    =  0.0250
Totals         1.00 Overall Rate (Ro) = 0.0902

or 9.02%

Exercise 9-18
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Capitalization RatesCapitalization Rates
3 components3 components

1.  Discount Rate

2.  Recapture Rate

3.  Effective Tax Rate 1

3

2

Discount Rate

• Also known as the Overall Yield Rate (Yo), 
reflects the Return On Investment. 
– Income to the property such as Rent.

• Used in historical capitalization methods of 
developing the Land Capitalization Rate. 

Recapture Rate

• Provides for the Return Of Investment in 
the wasting portion of the asset.  This is 
similar to the depreciation rate for the 
improvement. 

• One of the Components of the Building 
Capitalization Rate. 



10

Effective Tax Rate
• Reflects the relationship between the real 

estate taxes and the value of the property
• Methods of Developing the Effective Tax 

Rate
• The EAT Equation

• E = the effective tax rate
• A = the assessment level
• T = the Tax Rate

Effective Tax RateEffective Tax Rate

by using the following formulaby using the following formula

__E__

A x  T

Effective  Tax = Assessment Level X Tax RateEffective  Tax = Assessment Level X Tax Rate

Assessment Level
• The level of assessment is the ratio of 

assessed value to full market value.  In 
many jurisdictions, the taxable value of the 
property is equal to the appraised value of 
the property.  In others, the taxable value is 
a fractional amount of the appraised value 
as set by state statutes.  When the appraised 
value equals the taxable value, the level of 
assessment is 100%.
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Effective Tax RateEffective Tax Rate
Is the ratio of the annual real estate taxes to 

the total property value

Example:

The assessment level is 40% of market value and the 
current tax rate is $5.00 per hundred.  The effective tax 
rate is:

Assessment Level 0.40
Tax Rate    x 0.05

Effective Tax Rate .02 or 2%

Gross Income Multiplier

• The VIF formula is also known as the 
gross income multiplier. 

1. V (value) = Income X Factor
2. I (income) = Value ÷ Factor
3. F (factor) = Value ÷ Income

Gross Income Multipliers

Residential GRMResidential GRM

• Residential 
Duplexes
Residences

Sale Price
Monthly Rental Income

Commercial GIMCommercial GIM

• Commercial
Apartment Buildings
Shopping Centers

Sale Price
Gross Annual Income



12

Problem

• You derived a value of $1,200,000 for a city 
parking lot.  You calculated the annual 
income earned to be $120,000.  Using VIF, 
calculate the income factor for this property. 

V
I X F

Solution

F = $1,200,000 ÷ 120,000
F = 10

$1,200,000
$120,000 X F

Exercise 9-29





































 
 

Problem 
 

Calculating Band-of-Investment 
 
 

An appraiser has been asked to establish an overall rate to be used in the 
capitalization of the net income produced by a commercial property.  It will carry a 
60% first mortgage at a 10% interest rate and a second mortgage of 20% with an 
interest rate of 13%.  Equity for this type of investment requires a 14% return.  
What is the Overall Rate to be applied to this property?   

  9-18 















Problem 
 

Market Comparison Method to Find the Overall Rate 
 
 
 

The subject property is a building with the annual net income of $21,000.  
Determine the appropriate overall rate for the subject property given the 
following information.  
 
 
Comparable Sales 
 
Property  Selling Price   Net Income  Overall Rate 
    A.   $272,000   $23,600   
    B.    $188,000   $16,000 
    C.   $254,000   $22,000 
    D.    $221,000   $19,200 
 
 
 
 
What is the subject’s indicated value?   

 24









 
 

Review 
Section 9 

Income Approach 
 
 

 
1. State the formula for using a GRM (Gross Rent Multiplier) – or GIM 
     (Gross Income Multiplier). 
 
2. The income approach is based on which principles?   
 
3. Finish this statement:  High Risk = High Rate = _________ ? 

 
 

4. The overall cap rate is the direct relationship between the annual net 
income and what component?   

 
5. What are the formulas for the three approaches to value?   

 
 

6. The capitalization rate converts future __________ into __________.   
 
 

7. The __________________ is also referred to as the weighted average 
cost of capital.   

 
 

8. An example of an improper expense on the property owner’s income 
and expense statement would be?  

 
A. Yard care 
B. Legal and accounting fees 
C. Real estate taxes 
D. Repairs and Maintenance 
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LEARNING OBJECTIVESLEARNING OBJECTIVES
SECTION TENSECTION TEN

• Understand CAMA basics

• Preview of Ratio Study
• What is a Ratio Study
• How is Ratio Study Used

• Know the importance of the ratio study 
and equalization

C A M AC A M A
Computer Assisted Mass Appraisal
Computers
Digital Cameras
Geographic Information System (GIS)
Modeling
Multiple Regression Analysis (MRA)
Feedback

Data Management

• Model Specification
– Query, select data, statistical, and graphic 

capabilities

• Model Calibration
– Statistical testing
– Appropriate Neighborhood Variables
– Edit Data
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Multiple Regression Analysis (MRA)

• Statistical Technique for Estimating 
Unknown Data Based on Known and 
Available Data.

• Studies Numerous Variables And Considers 
Their Impact On Value Simultaneously. 

• Does Not Produce Separate Land and 
Building Values.  

Use in County Equalization

Ratio Studies

Ratio StudyRatio Study
• Measure the relationship between 

assessed or appraised values and market 
values (with sales prices or independent 
appraisals serving as proxies for market 
value)

• Two primary aspects of appraisal 
accuracy are studied: 

1.  Assessment Level
2.  Uniformity  
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General Uses of Ratio Studies
• Mass appraisal performance evaluation
• Compare and equalize assessments on different 

property classes or groups
• Produce uniformity in effective tax rates when 

taxing districts cross assessment jurisdiction lines
• Ensure uniform savings from exemptions
• Test compliance with statutory requirements for 

assessment level and uniformity.
• Statistical evidence in appeals involving groups of 

taxpayers or large class, such as utilities.

When to do Ratio Studies
• Baseline Study:  To establish assessment 

conditions at start of reappraisal
• Completion Study:  To test whether 

changes have improved conditions based on 
sales info used in reappraisal process

• Final Study:  To test whether changes have 
improved conditions when new sales info 
taken into account.  

How is the Ratio Study Applied?

• If average (or median) ratio is 100%, 
property is considered assessed at market 
value. 

• STC rules permit + 10% for county 
compliance (percentages relate to averages, 
not individual assessments). 
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Information Used for Ratio Studies
• Sales of real property- Must meet standard definition 

of “arms length transaction” so sales price reflects 
market value.

• Sales must constitute representative sample- Must 
reflect typical ratios between assessed value and sale 
price for property category being studied.  Must reflect 
assessment conditions on selling and non-selling 
properties.  Should be sufficient quantity to reflect 
location influences and property characteristics that 
affect value.

• Sales are gathered by each county- Data is reviewed by 
STC staff.

T H E   E N DT H E   E N D






















































