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OVERVIEW OF REAL PROPERTY 

APPRAISAL PRACTICES 
 

 

Pertinent tasks of the Real Property Appraiser in the Assessor's Office: 

 

1. Discovering: Locate and identify all real property in the jurisdiction 

 

 

2. Listing: Create and maintain an inventory of quantity, quality, and important characteristics of  

 each property. 

 

 

3. Valuing: Use appropriate appraisal techniques 

 a. Cost Approach 

b. Sales Comparison Approach (Market Data Approach) 

c. Income Approach 

 

 

 4. Revaluing: Perform mass valuation updates on all real property within the jurisdiction. 

 a. Statistical Ratio Analysis 

b. Mass Update 

 

 

5. Defending: Review and support valuations appealed by the taxpayer 

 a. County Board of Equalization 

 b. State Board of Tax Appeals 

 c. Court System 
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Market Value 
 

By law, county assessors are to determine the fair market value of taxable property in 
their respective counties. RCW 84.40.030 governs the approaches an assessor shall use 
to value various types of property, which states: 
 

"All personal property shall be valued at one hundred percent of its true and 
fair value in money and assessed on the same basis unless specifically provided 
otherwise by law. 

All real property shall be appraised at one hundred percent of its true and fair 

value in money and assessed as provided in RCW 84.40.0305 unless specifically 

provided otherwise by law. 

Taxable leasehold estates shall be valued at such price as they would bring at a 
fair, voluntary sale for cash without any deductions for any indebtedness owed 
including rentals to be paid. 

The true and fair value of real property for taxation purposes (including 
property upon which there is a coal or other mine, or stone or other quarry) shall be 
based upon the following criteria: 

(1) Any sales of the property being appraised or similar properties with respect 
to sales made within the past five years. The appraisal shall be consistent with the 
comprehensive land use plan, development regulations under chapter 36.70A RCW, 
zoning, and any other governmental policies or practices in effect at the time of 
appraisal that affect the use of property, as well as physical and environmental 
influences. An assessment may not be determined by a method that assumes a land 
usage not permitted, for that property being appraised, under existing zoning or land use 
planning ordinances or statutes. The appraisal shall also take into account: (a) In the use 
of sales by real estate contract as similar sales, the extent, if any, to which the stated 
selling price has been increased by reason of the down payment, interest rate, or other 
financing terms; and (b) the extent to which the sale of a similar property actually 
represents the general effective market demand for property of such type, in the 
geographical area in which such property is located. Sales involving deed releases or 
similar seller-developer financing arrangements shall not be used as sales of similar 
property. 

(2) In addition to sales as defined in subsection (1) of this section, consideration 
may be given to cost, cost less depreciation, reconstruction cost less depreciation, or 
capitalization of income that would be derived from prudent use of the property. In the 
case of property of a complex nature, or being used under terms of a franchise from a 
public agency, or operating as a public utility, or property not having a record of sale 
within five years and not having a significant number of sales of similar property in the 
general area, the provisions of this subsection shall be the dominant factors in valuation. 
When provisions of this subsection are relied upon for establishing values the property 
owner shall be advised upon request of the factors used in arriving at such value. 

(3) In valuing any tract or parcel of real property, the true and fair value of the 
land, exclusive of structures thereon shall be determined; also the true and fair value of 
structures thereon, but the appraised valuation shall not exceed the true and fair value 
of the total property as it exists. In valuing agricultural land, growing crops shall be 
excluded." [Emphasis added.] 
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The Definition of Market Value is: 
             

o the most probable price which a property should 
bring            

 
o in a competitive and open market 

 
o under conditions requisite to a fair sale 

 
o the buyer and seller each acting prudently and knowledgeably 

 
o assuming the price is not affected by undue stimulus. 

 
 
 
 

Important to note! 
 

Implicit in the definition of Market Value is the consummation of a sale as of a specified 

date and the passing of title from the seller to buyer under conditions whereby: 

 
1. buyer and seller are typically motivated; 

 

2. both parties are well informed or well advised, and acting in what they consider 

their best interest; 

 
3. a reasonable time is allowed for exposure in the open market; 

 

4. payment is made in terms of cash in United States dollars or in terms of 

financial arrangements comparable thereto; 

 

5. the price represents the normal consideration for the property sold unaffected by 

special or creative financing or sales concessions granted by anyone associated 

with the sale. 
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Subject Property Data 

 
 
SITE 

 

(a) location 

(b) access 

(c) size 

(d) shape 

(e) topography 

(f) utilities 

(g) amenities 

 

 
SITE IMPROVEMENTS 

 

(a) utility hook-ups  

(b) driveway, landscaping, retaining walls, bulkheads, 

etc. 

 

 
IMPROVEMENTS 

 
(a) Dwelling (qualitative/quantitative) 

1. number of stories 

2. exterior walls 

3. roof material 

4. size in square footage 

5. basement (size/finish) 

6. number of bedrooms 

7. number of bathrooms 

8. type of heating system / air conditioning 

9. age (any remodeling) effective age 

10. condition 

11. quality 

12. garages, carports, porches, decks 

13. other (built-ins, fireplace, saunas, pools, hot tubs, etc.) 

(b) Auxiliary structures 
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Valuation of the Property 
 

Cost Approach: 

 Data needed 

  (a) quantified subject characteristics 

  (b) construction cost figures 

  (c) depreciation factors 

  (d) land value 

 Basic process 

  (a) enter subject data into format 

  (b) determine appropriate cost figures 

  (c) mathematics 

  (d) determine accrued depreciation 

  (e) subtract depreciation 

  (f) add land value (some or all site improvements often included) 

  (g) arrive at estimate of value 

 
Reproduction Cost vs. Replacement Cost 

 
Reproduction Cost (defined) is the cost, including material, labor, and overhead, that would be 

incurred in constructing an improvement having EXACTLY the same characteristics as the 

improvement in question. 

 

 

 

 

 

 

 

 

Replacement Cost (defined) is the cost including material, labor and overhead, that would be 

incurred in constructing an improvement having the same utility to its owner as the 

improvement in question, without necessarily reproducing exactly, any particular characteristic 

of the property. 
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Single Story Frame Construction House 
Wood Siding 
Year Built 1980 
3 bedroom – 2 1/2 bath 
                                                                    20 
                                                                                                                                                 
                                                        5    WOOD DECK 
 
 

                                                                                                                                
      25                                           
                                                                           HOUSE                          32 
            
         24        GARAGE             
                                                                             
                                                                           50 
                            

 
Single  

Family Residence 
(Sample) 

 
 
 
 
 
 
 
 
 
 
 
 
 

 

QUALITY: AVERAGE - WOOD SIDING 

ROOF: SHAKE 

PLUMB. FIXTURES:  10 

FIREPLACE: 1 STORY / SINGLE. 

HEAT: WARM & COOLED AIR 

BUILT-INS: STANDARD KITCHEN 

FLOOR COVER:             80 % CARPET 

                                          20% TILE 

EFFECTIVE AGE:          20 YEARS 

LAND VALUE: $75,000 
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Valuation of the Property 
(continued) 

 
Sales Comparison Approach: 

 

(Market Data Approach) 

 
Data needed 

 (a) subject characteristics 

 (b) comparable sales data and characteristics 

             1. valid sales 

2. invalid sales 

 
Basic process 

 (a) subject data into format 

 (b) select most similar comparables 

 (c) enter data from comparables 

 (d) adjust comps TO THE SUBJECT 

 (e) correlate indicated values into a single estimate of value 

 
Additional process 

 (a) Gross rent multiplier 

1. monthly rent 

2. residential properties 

(b) Gross income multiplier 

1. annual gross income 

2. commercial properties 

 

 

 

 
 SEE HOMEWORK PROBLEM HANDOUT 

FOR SALES COMPARISON APPROACH EXAMPLE 
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Valuation of the Property 
(continued) 

 

INCOME APPROACH 

 
The income approach is based on the principle that the value of an investment property 

reflects the quality and quantity of the income it is expected to generate over its life. That is, 

value is the estimated present value of future benefits (chiefly income and proceeds from the 

sale of the property). 

 

Estimating the value of an income-producing property is done by capitalization. In its 

simplest form, capitalization is the division of a present income by an appropriate rate of return 

to estimate the value of an income stream. The model used to estimate the value today of 

income expected in the future is known as the IR V formula. 

 
 

  
 

 
 
 
 

 
 

I = R x V 
R = I / V 
V = I / R 

 
Data needed 

      (a) income 

      (b) expenses 

      (c) reserves for replacement 

      (d) vacancy and collection losses 

 
  Basic process 

       (a) estimate potential gross income  

       (b) estimate vacancy and collection loss 

       (c) add estimated other income     

       (d) calculate effective gross income 

       (e) estimate total operating expenses  

       (f) estimate reserves for replacement  

       (g) calculate net operating income 

I 

R V 
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RECONSTRUCTED OPERATING STATEMENT 

 

Potential Gross Income $17,784 

Vacancy and Collection Loss         - $ 356 

   

Effective gross income $ 17,428 
 

 

 
EXPENSES 
 

Management $1,046 

Salaries 1,140 

Utilities 2,393 

Materials and Misc. 100 

Repairs and Maintenance 700 

Insurance 823 

Depreciation 2,500 

   

 $ 6,202  (allowable -depreciation not included) 
 
RESERVES FOR REPLACEMENT 
 

Roof 65 

Floor Covering 165 

Ranges 200 

Refrigerators 200 

Painting and Decorating 760 

   

 $ 1,390 

 

TOTAL EXPENSES $7,592 

 
NET INCOME $9,836 
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ADVANTAGES AND DISADVANTAGES OF EACH APPROACH 

 

 

 

The COST APPROACH has the distinct advantage of universal application to all types of 

real property. It is the principle and sometimes only valuation approach for special purpose 

properties which rarely sell on the open market. It is well adapted and easy to apply under a mass 

appraisal system. This approach, however, does not always include a highly reliable estimate of 

depreciation. Especially in older structures, a large amount of depreciation would need to be 

estimated and subtracted from cost new. 

 

 

The SALES COMPARISON APPROACH (Market Data Approach) is widely recognized 

as a highly reliable valuation approach by nearly all who are involved with real property values 

including taxpayer, boards of equalization, courts, salespersons, lenders, fee appraisers, and even 

assessors. It gets much of its acceptance from the active market. It is a true reflection of what 

those buyers and sellers determine value to be, and it is easy for the general public to readily 

understand it. There are instances, however, when sufficient sales data may not exist or the 

property is so unique that no reasonable comparables would be available. 

 

 

The INCOME APPROACH is not suitable for valuation of residential properties or some 

types of special use properties, but generally the most reliable approach for commercial 

properties. The market for commercial properties is comprised of investors who make their 

decisions to buy or sell primarily on a properties quantity and quality of net income capabilities. 

For this property type, the income approach is a direct reflection of buyers and sellers in the 

market. 

 

 

It should be noted that most users of appraisals require that all three approaches to value 

be considered, and if applicable, be processed into an estimate of value for the subject property. 

After each estimate is determined then the appraiser reconciles those various estimates of value 

into a single value by considering the strengths and the weaknesses of each of the approaches 

used in relation to the subject property and the data available. 

 

 


