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What is a Fee Appraisal?

¢ A Fee Appraisal is a private, certified
appraisal of an individual property
done by a professional (certified)
appraiser

e Fee Appraisals are typically done for
financial purposes
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Examples...
¢ Buying and selling of property
e Refinancing of property
® Property disputes
e Foreclosure of property
¢ Valuation of investor portfolios
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During the Mass Appraisal Process,
when do we critique Fee Appraisals?

e Informal Hearings

— Any time a taxpayer provides a fee appraisal as
proof of value, it should be treated as an
Informal Hearing. The Fee Appraisal should be
critiqued or analyzed. After analysis, if the Fee
Appraisal appears to be valid, it should be
compared to the Property Record Card
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Gaining the ability to accurately
critique a Fee Appraisal will benefit us
in our goal to achieve Equalization

e Some of the benefits are:
1. Obtaining property specific information

2. Obtaining additional market data (data
previously unavailable to us)

3. Additional exposure to the real estate market
and its functions

During the Mass Appraisal Process,
when do we critique Fee Appraisals?
e Litigation
— After Formal Board of Equalization Hearings, if
the taxpayer files in Circuit Court, the Fee
Appraisal provided should be critiqued or
analyzed for multiple reasons:
» Educating Counsel for Defense
» Determining the appropriate plan of action
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Types of Fee Appraisals

* Residential
e Commercial
e Industrial

¢ Vacant Land
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Types of Fee Appraisals

e Residential

—Full Appraisal: Appraiser measures
improvements and completes analysis
based on his or her field work

—Exterior only (drive-by): Appraiser
completes analysis based on property
record card from county appraisal office

How To Critique a Fee Appraisal

How To Critique a Fee Appraisal

Types of Fee Appraisals

e Residential

—Emphasis in a residential fee appraisal is
typically the sales comparison approach
with support of cost approach and
incomes approach
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Types of Fee Appraisals

e Commercial
—Typically a full appraisal is done

—Emphasis in a commercial fee appraisal is
typically the sales comparison approach
and income approach with support of cost
approach
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Types of Fee Appraisals

e Vacant land
—Typically a full appraisal is done

—Emphasis in a vacant land fee appraisal is
typically the sales comparison approach

Types of Fee Appraisals

e Industrial
—Typically a full appraisal is done

—Emphasis in an industrial fee appraisal is
typically the sales comparison approach
and cost approach with support of the
income approach (income data is usually
limited)
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Due to the volume of residential
property, it would be a safe
assumption that the majority of fee
appraisals completed are residential

Lets focus on Residential...
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Components of a Fee Appraisal

® Property Characteristics

e Valuation Analysis (3 approaches to
value)
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Property Characteristics

Tips for critiquing:

1. Verify that subject data (address, legal, parcel
number) matches the property under appeal

2. If Occupant is marked “Tenant”, request rent
amount for use in income approach

3. If Assignment Type is marked “Purchase”, refer
to “Contract” section to obtain details of sale

4. |If Lender / Client is a financial institution, the
appraisal has often times been reviewed by an
underwriter
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Property Characteristics

Tips for critiquing:

1. Verify that site data (dimensions, site size)
matches the property record card of property
under appeal

2. If property is in a city, verify the zoning to
determine if current zoning matches use of
property

3. Checkif appraiser listed any adverse site
conditions

Property Characteristics
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Property Characteristics
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Property Characteristics

Tips for critiquing:

1. Verify that the subject data (story height,
materials, year built, effective age) matches the
property record card of property under appeal

2. Verify fireplaces, appendages, pool, outbuildings,

etc.

Verify bedroom and bathroom count

Verify square footage (compare sketches)

Pay attention to any additional features listed

Verify condition of dwelling

oukw
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Valuation Analysis
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Tips for critiquinb on next slide...

How To Critique a Fee Appraisal

Valuation Analysis

Tips for critiquing:

1. Verify that the comparable sales used in the sales
comparison approach meet the definition of
market value (specifically arms-length sales
within the date range of the tax year being
appealed)

2. Verify that the date of appraisal is within the
date range of tax year being appealed

3. Reconciliation of value should be clear based on
adjustment percentages
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Condition Ratings and Definitions (continued)

c3
The Improvements are well malntained and feature limited physical depreciation due to normal wear and tear. Some components, but ot every
major building component, may be updated or recently rehabilitated. The structure has been well maintained.

Note: The improvement s in its first-cycle of replacing shortived building components (appliances, floor coverings, HVAC, etc.) and is
being well malntained. Its estimated effective age s less than fts actual age. It also may reflect a property in which the majority of
short-lived building components have been replaced but not to the level of a complete renovation.

c4

The feature some minor deferred and to normal wear and tear. The dwelling has been
adequately maintained and requires only minimal repairs to building components/mechanical systems and cosmetic repairs. All major building
components have been adequately maintained and are functionally adequate.

Note: The estimated effective age may be close to or equal to fts actual age. It reflects a property In which some of the short-lived building
have b laced, and hort-lived are at or near the end of their physical lfe expectancy; however,
they sl function adequately. Most minor repairs have been addressed on an ongoing basls resulting in an adequately maintained property.

Condition Ratings and Definitions

UNIFORM APPRAISAL DATASET (UAD) DEFINITIONS ADDENDUM

(Source: Fannie Mae UAD Appendix D: UAD Field-Specific Standardization Requirements)
Condition Ratings and Definitions

¢

nd have not been previously occupied. The entire structure and all components are new
and the dwelling features no physical depreciation.

Note: Newly constructed previously used materials and) nts oan be considered
provided that the dwelling s placed on a 100 percent new d the recyoled materlal

Tk that have not. pled are “new” Ifthey
have (that s, newly have been vacant for an extended period of time without

adequate maintenance or upkeep)

c2
lttle or . and reqy repalrs. Virtually all building components

are new or have repalred, refiniahed, or Wl outdated it been updated and/or replaced

with components that meet current standards. Dwellings in this category are i been ty completely and

are similar in condition to new construction.

Note: t property that s well maintained d ltle or no physical

depreciation, or an older property that has been recently completely renovated.
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Condition Ratings and Definitions (continued)

o5

deferred in need of some ‘Some building components need repairs,
rehabilitation, or updating. The functional utilty and overall livabllity is somewhat diminished due to condition, but the dwelling remains
useable and functional as a residence.

Note: are nesded to due to the lack of adequate maintenance. It reflects a property in which many
of its short-lived atthe end of or their physical life expectancy but remain functional
ce

damage or defects that are severs enough to affect the safety,
soundness, or of In need of substantial Including many

or most major components.

Note: Substantial repairs are needed to the due to the lack of adequate property damage. It reflects a property
with conditions severe enough to atfeot the safety, soundness, or structural Integrity of the improvements.
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Quality Ratings and Definitions

a1l
Dwelings with this qualty rating are usually unique structures that are Individually deslgned by an architeot for a specifed user. Such

residences typloally are architectural plans and d featt high level of

and exceptionally high-grade meterials throughout the Interior and exterior of The design features igh-quality
exterior d and lgh-quealtty interior refinements. The workmanship, materia, and finishes
throughout the dwelling are of exceptionaly high qualty.

a2
Dwllings with this quelity rating are often custom designed for construction on an individual property owner's site. However, dwellings in
this quality grade are aso foundin high-quality tract developments featuring residence constructed rom individual plans or from highly
modified or upgraded plans. The design features detailed, high quality exterior oramentation, high-quality interior refinements, and detail. The
workmanship, materlals, and finishes throughout the dwelling are generally of high or very high qualty.
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Quality Ratings and Definitions (continued)

a3

Dweliings with this quality rating are residences of higher quality buitt from individual or readily available designer plans in above-standard
residential tract developments or on an individual property owner’s site. The design includes significant exterior

that are well finished. The and many materials and finishes throughout the dwelling have been
upgraded from “stock” standards

o4

Dwellings with this q \g meet or exceed of appl g Standard or modified

are utilized and the desic lude fenestration and and interior refinements. Materials, workmanship,

finish, and equipment are of stock or bullder grade and may feature some upgrades.

a5
Dwellings with this quality rating feature economy of conatruction and basic functionality as main considerations. Such dwellings feature a
plain design using readily avallable or baslc floor pl fenestration ‘with minimal exterior omamentation

and detall. constructed with inexpensive, stock materials
with imited refinements and upgrades.

as
Dwellings with this quality rating are of basic quality and lower cost, some may not be sultable for year-round occupancy. Such dwellings

are often built with simple plans or without plans, often utlizing the lowest quallty bullding materials. Such dwellings are often built or
expanded by persons who are professionally unskilled or possess only minimal construction skils. Electrical, plumbing, and other mechanioal
systems and equipment may be minimal or non-existent. Older dwellings may featt nforming additions
tothe orlginal structure
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Examples
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Example #1
Subdivision Appraisal
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Example #2
Rural Appraisal
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CAPITALIZATION RATE & ROOM REVENUE MULTIPLIER SUMMARY
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Direct Capitalization

Net Operating Income (NOI) $ 281,059
Overall Capitalization Rate (OAR) 15.00%
Indicated Value As Is S 1,873,727
Rounded $ 1,870,000
Per Room $ 17,981
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Sales Comparison Approach

This approach is sually given less emphasis by buyers and sellers because of the
difficulty in reconciling differences between different hotels due to the complexities
location differences, operational differences, and buyer and seller motivations. However
‘market data for this approach was good and investors do place some reliance on what

other people are paying for hotels. Therefore, secondary consideration was given to this

approach in reconciling a final value opinion. The Sales Comparison Approach indicated
sl ., e subict.

Income Capi ati Approach

This approach is usually given most weight by buyers and sellers because it is based on
more objective criteria. Lodging properties are first and foremost income-producing real
estate and that is the primary motivation for investment. Consequently. this is the
approach most buyers and sellers use when determining price. Data support for this
approach was strong and sufficient to pro inion of value. The Income
Capitalization Approach indicated a value or the subject.
CONCLUSION

Primary was given to approach ling a
final value opinion. Therefore, subject to the reported assumptions and limiting
conditions, it is our opinion that the Market Value of the subject property interest on
October 25, 2017, was:

One Million Eight Hundred Fifty Thousand Dollars
(51,850,000)
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Example #5

Invalid Appraisal - Commercial

Appraiser Comments

After reviewing the rates reflecting market transactions from national levels during 2011 and
based on all models and data available and the specific characteristics of the subject, an overall
percentage rate 0f10.00% is selected and viewed as reliable and well supported.

Appraiser Analysis

AT s ma s m e
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Things to Remember
* Do your homework, don’t take anything at face
value
> Sales data, Income data

* Have up-to-date, accurate records
» Property characteristics (square footage,
effective age, etc.)




