
 

W h y D o I N ee d A n A p praisal? 
 
T h e basic purpose of an appraisal is to 
help in mak ing a real es tate decision. 
A n appraisa l could be needed in any of 
the follo wing situations: 
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Setting a price for buying or 
selling. 
Setting collateral value for 
financing. 
A ssisting in  a refinancing 
decision. 
D eter mining just co m p ensation in 
conde m n ation proceedings. 
A ssisting in  real estate and 
personal inco m e tax ma tters. 
Setting rent schedules and lease 
provisions. 
D eter mining the feasibility of a 
project. 
Esti mating the price for a 
corporation's purchase of a 
transferred e m ployee's ho me. 
A ssisting in  insurance m atters. 
Esti mating liquidation value for 
forced sale or auction 
proceedings . 
D eter mining supply and de ma n d 
trends in m arket. 

 
W h at Is M arket V alue? 
 
M arket value is the mos t probable price 
for w hich the property should sell after 
reasonable exposure in a co m p etitive 
m arket with  a willing and 
kno wledgeable buyer and seller and 
assu ming a fair and norm al sale with no 
undue pressure upon either party. 

Is T here A Difference B et w een Se lling Price 
A n d V alue?  
 
S o m eti mes.  Every day so me properties sell at 
a price w hich is above or belo w the nor mal 
m arket value. A professional appraisal is an 
unbiased es tim ate of va lue w hich includes an 
analysis of past and current sale prices. 
 
H o w D o es O n e D eterm i n e M a r k et V alue? 
 
T hree different methods  are generally used in 
the appraisa l process. A  brief description of 
each follo w s: 
 

C ost ap pro ac h:  This m ethod involves 
esti mating building cost and deducting for 
w e ar and tear, design fla ws or location 
proble ms. Land value is  added to th is 
building cost to derive a value estim ate. 
  
S ales co m p ariso n ap p roach:  This  method 
is the most co m m o nly utilized. This 
approach com p ares the subject property 
w ith so me w hat si milar properties w hich 
have recently sold. Adjust me nts for  
differences such as overall square footage, 
condition and location lead to value 
indication. 
 
Inco m e a p pro ac h:  Th is method analyzes 
the value of  the property based on its 
ability to produce net rental inco m e . The 
inco me app roach is seldo m used in  
appraisals of single-fa m ily residences. 

 
 
 
 
 

D o es T h e T ax Assess m ent In dicate 
C u rrent M arket V alue? 
 
N ot al wa ys.  There is any w here from a one 
to tw o year ti me lag betw een the 
assess ment w ork and pub lication of 
assessed value. Assessors appraise  
hundreds or even thousands of properties in 
a year. They are not alw a ys able to inspect 
the property  and frequently can spend only 
a fe w minutes w ork on each valuation. 
W hile man y properties  sell at a price above 
the assessed  value, so m e sell belo w  the 
assess ment. 
 
D o es A d din g To O r R e n o vating  M y 
P ro perty Increase T h e V alue?  
 
In most cases, when additions are m a d e or 
renova tions  take place, the value will 
increase. H o w e ver, the  cost of add ing the 
ite m is not al wa ys equal to the value that 
the ite m contributes to the total property 
value. It will depend on  the area, the 
m arket de m and, quality  of construc tion, 
w ork m ansh ip, etc. Pain ting and cosm etic 
repairs generally yield the greatest return 
on invest me nt. 



 

♦  
♦  
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D o All Property V alues Rise At T h e 
S a m e R ate E v ery Yea r? 
 
N o. There are no t w o properties and  no 
two neighb orhoods tha t are exactly  
alike. In one neighborhood, sales m a y 
indicate a 15 % rise in value in a year, 
w hile in another neighborhood the  rate 
of increase m a y be only 5 %. Even 
within the sa me neighborhood, different 
types of properties may sho w different 
increases. For exa m ple, one-story 
houses may  be more in de man d than 
two-story houses. There are ma n y 
features to be considered in every 
property w h ich cause the value to 
differ. So m e of the characteristics 
w hich can affect value are location , 
condition, size, heating type, base m ent 
finish, firep laces, porches, garages, 
patios, etc. 
 
H o w L o n g Is A n A p pr aisal V alid? 
 
Su pply and de man d and  market 
conditions are constantly changing, 
causing value to increase or decrease. 
In a fairly stable market , an appraisal 
should be valid for 60 to 90 days. 
 
H o w C a n I  Fin d A Q u alified 
A p p r aiser?  
 
In every profession there are 
individuals w h o are recognized as 
having grea ter skills and higher abilities 
than others. In the field of appraising, 
these are generally individuals wh o  
have had ex tensive training and 
experience, follo w the codes of 

professional  ethics and standards of 
professional  practice and have received 
professional  recognition  for their ab ilities. 
 
R e p utation and qualifications are im p ortant 
considerations in choosing an appra iser. 
R eco m m e n dations may  be obtained  fro m 
chapter offices of the appraisal institute, local 
realtors, and savings and loan and  bank 
representatives. 
 
 
W h at C a n a Client Ex pect fro m A p p r aisal 
G r o u p, Inc .? 
 
R E S P O N S I V E N E S S 
 

W e keep in touch during an analysis. W e 
w ork with your deadlines. Conclusions are 
reported to you verbally before the  report is 
prepared. 
 
D I S CI P LI N E D A P P R O A C H  
 
W e analyze  the co m p etitive environ m e nt, 
m e asure the  property's m arket position, 
forecast future potential, and apply  analytical 
tools to solve valuation proble ms. These 
analyses help assure tha t we provide you with 
co m plete and well-supported conclusions. 
 
C L I E N T F O C U S 
 
W e understand that every property is unique. 
U n derstanding your needs and the 
require ments of the industry is a part of our 
professional  service. 
 
 

S O L U T I O N S 
 
O urs is a professional staff, trained  to stay 
in touch with the marke tplace, anticipate 
trends, recognize oppor tunities, and  
discover solutions. Extensive kno wledge 
and careful consideration are the basis for 
our solutions. 
 
S E R V I C E 
 
O ur pledge of service m e ans that w e will: 

♦  E x plain each factor in the analysis. 
E x plore your data and reasoning. 
Infor m you of our progress or any 
proble ms. 
A d here to the U nifor m Standards of 
Professiona l Appraisal Practice.  
A s k for you r assess me n t of our 
perfor ma nce through our Q uality 
S urvey. 
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