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- — Process of Delineation
~  — Use in Analysis and Mass Appraisal
— General Tips
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vditiation Area-Dell

J V:JLJ:J‘i']Jﬁ are also referred to as:
» \EIgr I j}ﬁ rhoods
= ': 2gions or Districts

-~ ‘— -

rket Areas

e For purposes of today’s discussion we will use:
Valuation Areas and those will be broken down
into Region, District, Neighborhood
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JONEiestion we get is, *Do your valuation
elfe)s JJ‘]J Spectlon areas need to match or be
UHE :urr- =
=No,- ey' dornot need to match.
.gr;g;i.} =3 Vaﬂjatlon Areas and Inspection Areas have different

_;.' = PURPOSES:

—_— = — Valuation Areas are for analyzing the market and applying locational

G —— valuation factors.
— Inspection Areas are for updating the property data.

® \/aluation Areas are driven by market influences.

e Inspection Areas are driven by staffing, efficiency, and time
ISSUES.
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\/J‘E{’: Area, in this context, refers to a
g GUplng of properties based on locational

- _.—- —

= -1aracter|st|cs for the purposes of analysis
-,-r,::, and valuation of properties for property tax
e assessments.
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SNIfiE Basic Purpose of Valuation Areas is:
~ —Be ,x er~EqU|ty In Your Assessments

—_—
_—

‘ his is achieved through Valuation Areas

__4——_
— —

B —

= ]'érewdlng for:
o A more refined Valuation Model
® Additional options for Market Analysis



Waltation Area De meat;ma —
eflnltlonsJAAO ‘Metho

Valuation areas are “areas of complementary
and uses in which all properties are similarly
Jnrue ted by the four forces affecting property
values: Environmental, governmental, social and
— = economic forces.”

__.—'-

e -OR-
= “Geographlc areas deﬁned for some useful
purpose.”
ex. A group of properties that share important
locational characteristics for the purpose of

valuation modeling.

{‘ .

-

<
=

—



T

R

"

Valuatio ea,DeW
J'lm&adologles .

I

INERWO methodologies 'deScribed 'in the
I)r‘-‘VL)J\)Jb 'S definitions could be summarized
S5 0lIBWS:

L “)“(ternal Force Influences

" -n--

- o \We will review both of these methodologies.
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J rnaI Force Influences

2o 1an be very effective.

= Is more complex.

e Reqwres more sophisticated analysis.
== - Often is more difficult to explain.

—— Geographic Boundary Influences

- » Appraisers can more easily relate to or engage with it.
» (Can facilitate a simpler approach.
« Generally is easier to explain to the public and BOE.

» We recommend the Geographic Boundary Influence

methodology.
10



aluation Area Delineation
- —

Uniform Residential Appraisal Report File #

= NN =ZE0D

The purpose of this summary appraisal report is to provide the lendericlient with an accurate, and adequately supported, opinion of the market value of the subject property.

Property Address City State Zip Code

Borrower Cwner of Public Record County

Legal Description

bssessor's Parcel # Tax Year R.E Taxes §

MNeighborhood Name Map Referencs Census Tract

Occupant [ ] Owner [] Tenant []Vacant Special Assessments § [ ]PUD HOAS [l peryear [] per month

Property Rights Appraised [ ] Fes Simple [ Leasehold [ ] Other (describe)

Assignment Type [ ] Purchase Transaction [ ] Refinance Transaction [ ] Other (describe)

LenderClient Address

|s the subject property currently offered for sale or has it been offered for sale in the twelve months prior to the effective date of this appraisal? [ ]Yes [ ] No

Report data source(s) used, offering price(s). and date(s).

| [] did [] did not analyze the contract for sale for the subject purchase transaction. Explain the results of the analysis of the contract for sale or why the analysis was not
performed.

Contract Price § Date of Contract Is the property seller the owner of public record? []Yes [ Mo Data Source(s)

Is there any financial assistance (loan charges, sale concessions, gift or downpayment assistance, etc.) to be paid by any party on behalf of the borrower? []Yes [ ] Mo
If Yes, repaort the total dollar amount and dascribe the items to be paid.

Note: Race and the racial composition of the neighborhood are not appraisal factors.

Neighborhood Characteristics One-Unit Housing Trends One-Unit Housing Present Land Use %

Location [ ]Urban [ Suburban []Rural Property Values [ Increasing []Stable [ Declining PRICE AGE  |One-Unit

BuitUp [ Over75% []25-75% [] Under25% |Demand/Supply [] Shortage [ In Balance [ ] Over Supply | $(000) fyrs)  |2-4 Unit

MNeighborhood Boundaries High Commercial

%
%
Growth [] Rapid [15table [ ]Slow Marketing Time [ Under 3mths [] 36 mths [] Over & mths Low Multi-Family %
%
%

Pred. Other

Meighborhood Description
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é‘t:the method of delineating Valuation
E 2.‘:’ as based on External Influences.
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- The four forces
| =~ 't valuation areas when defined as
les that are similarly influenced by

_y.j;»-;-‘ | forces affecting property values are:
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— -Enwronmental
‘--‘-;“--‘;‘ “«Governmental
‘ ~ *Social
*Economic

13
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"rl\/JrJJ’]J‘J‘}“ atal forces
) fmr)Jrr‘ tln consumer preference

oIt ion, such as:

‘_,——" lelty to amenities such as schools and parks
= -Nccess to employment, shopping, etc.

...f:’ "’-Access to a recreation area

14



T

\/a Jatio a,De '
- EX ernal Igolrm&ence Metho 010Gy -

e e et c— — p—

-

soVEmental forces
J Fgrce~ ':_.'_ffecting land use, such as:

=3 /r g

——Re trlctlons on development

-—

> "":’"

* == Level of public services

)—:_g-p’

~ — Incorporated Areas / Cities
— Areas effected by building codes

',_-.—"'

—
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Soclzll megees
r«\ﬂun« r@r demographlc trends:
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Ea— @’étlon
.,,«—,Populatlon demographics
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SNEIECH oe hisupply and demand
- v*mr ‘yment
= Tnter erest rates / financing
Constructlon costs
" — Cost of Living

17
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Genaral i\ otes regarding External Force Influence
2 Er,' r:naf Force Influences are often more

Hamlc and reguire much more vigilance if they
== are ’che basis for your Valuation Areas.

—
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—
—
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Gerlerall J\c LESHregarding Externa Force Inﬂuence

2 i ye] Jr' gomg to use this methodology: it is important
WigYeUNdornot adjust boundaries just because of prices.
Youneed to do analysis. In your analysis:

= F rSt see if the price differential ties to other characteristics such
== s ‘Condition/Effective Age.

==j~:‘" — Second, if you ascertain that the difference comes from an
- ~ external force then try to tie those price differences to one or
- more of the external forces in order to know the extent of the
influence so you know how to adjust the Valuation Area
boundaries or delineation or the valuation factor to apply.

® Do not get tempted into chasing sales prices.

e
et
S—
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One Je rtlonal aspect that you will want to
=consider is the life cycle (growth, stability,
e_d]ne ‘and revitalization) of a Valuation Area.
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o T life gv “Ié typlcaIIy con5|sts of four phases
e ,J.JrJJJ f Growth — construction and development

— Paflo) «of Stability — where supply and demand are
eq F. :

ppr— e—
_'r

= :'»“ of Decline — diminishing demand or
;», “diminishing desirability

— e — -g_,.,’

-~ — Period of Revitalization — desirability increasing again

—

e [he four forces (Environmental, Governmental, Social,
Economic) can have an effect on the life cycle of a

Valuation Area. 3
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= External Force hfilience Methodology -

pEEIIMINING Life Cycle Tirends”
NieXCycle Trends may be effecting an entire Valuation
AYEarordmay indicate a need to adjust your Valuation

Aveas: i the trend is reflective of a change in external

SSIOrGES then it may indicate a need to change your

-

J

e

= = Valuation Area Delineation. If it is just a normal
':'?:-ff'p‘rc_)gression of individual properties it is more
= appropriately captured by effective age or condition.
~® Be very cautious in changing a Valuation Area due to life
cycle trends. Make sure you have done the proper
analysis to determine that it actually warrants a change
to your Valuation Areas.

et
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JJJW :s Iook at the method of delineating

s ?rTﬁatlon Areas based on Geographic
== Boundary Influences.

25
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—
-

OIIE0fithe great advantages of the Geographic

3)! adary. Influence approach is how it can be
1zed In conjunction with Use Classifications
= and Property Characteristics.

- The Geographic Boundary Influence approach is
the recommended or preferred method of
delineation of your Valuation Areas when used in
conjunction with other property characteristics.

26
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XeIIPIES) Of Characteristics that could be used in
cor) JJJ’]C‘ on with or alongside your Valuation
ANEASEH

ERACT :e / Size of Lot

2 -_«)LW erfront versus upland

-~

—

-»-f‘*':}/ﬁews

- ® Available Services (power, water, sewer, gas)
® Year Built and Effective Age
e Any / All Other Property Characteristics

27
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d raphlc Bou -I-nﬂuence Met odology >

-

For :.,um,)l‘ Sl

SROHECOLNtY: mlght find that they have a Valuation Area
(J\Jvu gIbOMIC ood) adjustment and all of the rest of their adjustments
WL G ss the whole county- waterfront, view, etc.

SR/ARSEC! se“nd county might find that they have Valuation Area
,@5 sighborhood) factors and all of the rest of their characteristic

*":' Fact ors dlso'need to be adjusted for each Valuation Area.

g;f!:_. 'Another county might find that they have a Valuation Area

=~ adjustment, that some adjustments (view for example) apply across
- the whole county, but that some of their valuation model
characteristics need different rates in different Regions or Valuation
Areas (lake frontage for example).

A
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d raphlc Bou -I-nﬂuence Met odology >

T 'ne pr]mr‘ yrguestion whenruti |2|ng geographic
O.JJ'LJ" es iS:
> Wetllehie jis influence the sale of the property?

_—-» ould It influence available buyers?
= :marketablllty)

mm—

=== _L’Z, Would it influence price? (travel time and cost
~_considerations for example)

— Does It effect access to services?
— Does it effect access to employment?
— Other similar questions. .
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JrJn ¢ Boundaries of Valuation Areas
SIINIERC etermmed Py a variety of

Jrur- rlstlcs methods or factors:
= atural Boundaries

_—-.— -n--

-?._'Polmcal Boundaries

——,—
c—

-—— = Man Made Boundaries
- — Or a combination of all of the above

® | et’s take a closer look at each of these.
30
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— Neltlgel f_oundarles
| aKe s
1§7€rs

e - .Hﬂfs

' f:"f- "5 Mountains

——e Undeveloped Areas (influences such as access &
roadless areas)

31
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Valliatio
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2 Bolsjellp Factors

- HOJJI‘JF" Boundarles

J?fg‘v Limits (effect services, taxes, etc)
» ! ’t’:hool Districts

.* . - ~

;;.47;;:4; Zonlng (may want to capture as separate

—

*"-‘-"’ - characteristic and not define Valuation Area by it)

—-—g_p’
— o —
—

A—

—= = ~® Urban Growth Boundaries and other types of

—
—

- | restrictions

33
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”J,JrJ,L} VL actors

=Van- rr de Boundaries:

JiSjife ets (freeways and other roadways that restrict
: ccess)

- _,,, ,_’Rallroads
: 'Ma]OI‘ Utility Right of Ways
— ",’ - — Effect on access
= ' — Proximity to influence (negative or positive)

® Canals

p— -::..
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2 BousiklsZ PO
— A (“J;; matlon of All Of The Above

STA aIuatlon Area may be defined by a combination
B «e _Natural Political and Man Made boundaries.

= For example:

— = -~ — A Valuation Area may be defined by a river on the West
—— side, a lake and shipping canal on the North side, a

2 == major rail line with few crossings on the East side, and a

City Limits or Urban Growth Boundary on the South side.

38
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tification of Valuation Areas

Delinezltags or lde
o PrinlzlnY JrF‘E '
= Uérur«\ eglons
= _)J\JS :Reglons Into Districts
— "E" 1er divide Districts into smaller Neighborhoods
= V-‘—REFINE

- ~ ——
—— ,Jf- =
VA-—': o

‘—-'

-
—
—
—
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'Félil@_ﬁﬂllﬁroces
DEIRERD Jr Oraldent HiCELpNIOIYEIUation ATEa:
o Szire g eglons ’
— _f..Jen..]r.\o broad geographic areas

2 J]vLJ ""ions into Districts

— = “chool district, incorporated areas, city limits, etc.

’—_ —

=— .-F't ther divide Districts into smaller Neighborhoods as
eTnarket dictates

-"‘

- — EX. Subdivision, downtown, uptown, etc.
— Influences recognized in the market or important for analysis

e REFINE

— After the initial identification of delineation of your Valuation
Areas you will want to refine and adjust them over time and as
market or other conditions change.

-—-—?.

—

—
m—
S—
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Jehnevjrur of Identification of Valuation' Areas
SRIIO0]S ~can use in this process

r\,),) e sers Knowledge and ideas of areas
= lscussmns and brainstorming

B = ~

-—

—

=== o na|y5|s / Statistics

e

:’3_‘%" = GIS / Mapping

—

- —External / Independent Studies

41
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Geogrelgil 'eglon — District - Nelghborhood

SRS ryn 2 0f valuation area development
Jy fegion, district and neighborhood
— OWS a great deal of flexibility for

T = naly5|s while also maintaining the

‘-.
—

P

———
—

~ Integrity of a geographic boundary
-~ delineation.
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Triirigg it rr Jefef

o rloyy ks yreglons are needed to capture broad
Jomrurr «dlfferences within your county?

2 YWl dis tricts and/or neighborhoods would be
,ﬁ ,rer ufjfe d within each region to capture market
=dif erences?

'_f ?CAMA (software) structure or parameters

_l_
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ore t’n]n% 0 COnSIder:..

2 Coglsle[d ,L w GIS can be used to help delineate your
Valuation 1 Areas and to assist each year in any.
f_f nen ent or calibration.
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Y|ore me JS tor consider...

2 Dol ruv, nough sales in my neighborhood to perform
gl SVJJJjIP“ analysis or do I need to expand my database
'ror diic 75|s purposes?

== @Ve up to district/region level for analysis

. Tomblne homogeneous neighborhoods (Valuation
i’i;;'-""Areas) in sets.
-~ e Set up Analysis Sets ahead of time for ease of analysis.

49



\7'J ation Area Delineation e

- Deli mgn 15rocess _

i, i "
o= -
- -

MBIERNINGS Lo consider...

SRSEUD }- aIyS|s Sets ahead of time for ease of analysis —
EXamples::

= You mlght have 5 neighborhoods that have

== r.;___. m’ularltles INn characteristics such as age, quality mix,

- ~amen|t|es and services but are geographically

e ~ separated and thus have differing access.

= You might have lake or saltwater waterfront
properties that are scattered throughout your county.

— You might have large, undeveloped tracts of land
scattered throughout your county

m—

50



\7'J ation Area Dellnea

- Deliigation Process ™
MJre UG SLOACONSIGE R
AOLHERNAY Of Iooklng at It - If there are any property.
r"LJ::SJnc_ue 15 that need to be analyzed globally due to a
EICKAITILIE T, Jumber of parcels or of sales data (industrial
,)ro,)J E’S 'or premier residential properties for example)
WIESE'S jould not be broken out of your Valuation Areas but
ﬂ,.:fj; ould be captured by other characteristics and then just
= *combmed IR your analysis.

-I-_ —

= For example: Premier Properties — What makes them a Premier
Property? What are they defined by?
® Acreage?
® Privacy?
® \iew?
e Improvement Size (SF)?
® Improvement Quality? 51
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County

Region 1
District 1
Neighborhood 1 Neighborhood 2
(10101) (10102) Region 2
District 2 District 3
Region 4

Region 3
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County
Schoenbar Region
Highlands
District
Beaumont Wilshire
Neighborhood Neighborhood . :
(910101) (10102) Houghtaling Region

West Valley East Valley
District District
Twin Lakes Region

Lemon Creek Region
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FBPEYAUSE Classifications
2 Hro,)arrla_) n be further analyzed within your whole county,

regum clig rlcts or heighborhoods based on a land use code
O Ul assmcatlon Property classifications might include:

=—_1R lentlal property

- =

== ‘f‘CommeraaI Property
— "g—-’fndustrlal property
- — Rural property
— Agricultural property

These properties can be selected for analysis by using land
use or similar codes.

‘-.
—

\.'
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Type Count % of Nbhd

Commercial 520 24%
Commercial Lo 152 7%
Industrial 7 0%
Condo 8 0%
Residential 1312 63%
Residential Det 8 0%
Residential Lo 125 6%
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Last Physical Re-

Neighborhood Lacation
crest, south of Evergreen
ndary

Inventory of Neighborhood
STYLE

Count

Sales Information
(75% to 125% Ratios)

Tapical Ranch

Alignment E Number

= |

H
Nbhd 119 - 2007 Profile
Cycle 6

Ending Ratios Initial Assessment Assessment Level

Total # Qualified Sales
Total Accounts:

NG QUA
F
Count Inventon

Auenge-- Quality Tupical 2 Story

Sale Date:

Fair Quality

al2 Story  Average Quality

Tapical Duplez Ranch

Sale Date:

Fair Quality

o6
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\/alllation Area'Delineation

=USe in"Analysis,.andiVasssAppraital’=

Nbhd 19 - 2007 Profile

Cycle 6
2007 as=ses=sment adjusted to market value per rakio study Ending Ratios Initial Azsessment Aszszessment Level
Last Physical Re- 2002 Assessment Vi't. Mean Ratio: 91% S98%
Median Ratio: 91% S98%
Total # Qualified Sales: 265
MNeighborhood Location Total Accounts: 3,787

Fircrest, south of Evergreen High School, Hearthwood. Large Subdivision Meighborhood.,  western boundary is [-205. Marthern
boundary is the BF A right of way that is south of ME 28th Street. Eastern boundary is Approzimately ME 172nd Awve. Southern Boundary is SE Mill

General Neighborhood Description

Large subdivision neighborhood centrally located in Wancouwer. Fair quality ranch homes dominate the ingentory here, Most houses inthis
neighborhood were constructed in the 1370° and 13390°s.

Inventory of Neighborhood

STYLE | [ BUILDING QUALITY | [ YEAR BUILT

% of % of *% of
Description Count Inventory Description Count Inventory Tear Count Inventory
RarCH 2398 0.&0 FF 362 0.a 1900 ] 0.00
25TY 755 013 A 751 014 1930 1 0.00
OUP-Rar 426 IR ]] GO 13 0.00 1940 1 0.00
EILEY 173 0.04 1950 5 0.00
OupP-25T 116 0oz 1960 195 0.05
1.5FM 3] ooz 1970 1656 o4
SPLIT 25 oo 1920 423 on
MH 24 oo 1930 1447 036
OUP-5PL 1 0.on 2000 283 0.07
OUP-1.5F 3 0.on

1.6LF n.on

Sales Information
(75% to 125% Ratios)

Sales Price Ranoe [(Ratios 75% to 125%) £165.000 to £443.000
Average Sale Price (Ratios 75% to

Median Sale Price (Ratios 75% to 125%)
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Valluation Area"BeImea
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i

Progernic 6 aracteristics

J HrJ,)arrjg:) n also be further analyzed by individual
f¢ r)‘_lr / ‘haracteristics:

V S ” JDF operty
;;-'-» | rge acreage tracts

-__'_

_J_,..»f-z- “Lakefront properties

—'g_p’

— Very good quality homes

—
—

2 ~ — Homes with garages
— Homes of a similar style

— etc.
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SV alliationtAreas (Geographically Based)
SRUSE CLJ~~ flcatlons
J HU,)J\ Characterlstlcs

—

s
1 —

.§ —
S ——
- -

- - B

— p e e, -

-_* e i

—

f.- hese should all be used in conjunction with

-—

= each other:
- — to get a clearer picture of your markets,
— for valuation model specification and
— for valuation model calibration.

:
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J HrJ,)J\ Characterlstlcs
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ry Parcel Has

Property Geographic
- - Characteristics Valuation Area
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\/J uation Area DeImea
“".@g_a_p_@‘r“ps-

W Or Ihy'e DOUL getting your areas perfect the
[50 urn' -~ It's a work in progress

=‘"

Fy to capture everything in your valuation
— that's what other characteristics are for
keep it to one thing (Geographic or an External

“Influence for example)

® Don't be afraid to "JUST DO IT"
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—_ eral 'Tlps . "

\ 2

-"“

SINCERIRRUREE | | :
SO EMIXVAIUatioN ArEas and Otner Characteristics.
ligyourset up your Valuation Areas based on

cjle] sz phic influences do not break out waterfront
PIOPE rtles Or view properties or “high end” properties
Sinto a separate Valuation Area or Neighborhood.

= t|I|ze Separate fields to account for each attribute.

,Do’Not Mix:Methodologies

- -L —

'-’- - — If you set up your Valuation Areas based on an
- external influence such as access to amenities and/or
access to employment centers do not alter the lines
due to life cycle changes or simply to match sales
prices of some sales.

'-‘ —
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" i

Keep It Simply Straightforward
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Valtigtion Area-Delineati Il
0 &,,n —=

- - S >
S— ‘ — = — ———

glSH sLy9ICal Urgmm-k L0 dIvidercommercial, residential, ar
zle)rieuifitirz] e J)rJ,),; 1es S into separate groups and then break those
J[OUPSHALOG ]n,,r ction cycles?”

— FOE VJLL.J,.]G ‘ reastyoeurdo not want to separate by Use type.
2 rJr ,m. Iy |s you Willlwant te do both. Look at them all together and study them
""" -out
- -rJ fa eétlon Areas, depending on your office organization /
= ;f-.. fuc’c‘ure VOU may. Separate out use types.

——— O'For Example- If you only have one appraiser maybe they decide

—-—:‘.'Ji"."_--.: ~te have inspection areas strictly by location, however, if you
Nave more appraisers and some specialize in residential while
othersido your commercial, then you probably want to separate

themiout for inspection purposes.

e Some annual counties even have different inspection cycles for
the different property types. (3 year -vs- 4 year for example)gs



Valtigtion Area-Delineati ol

S ais

i OWieretngUE properties hnar
gessiipdating e e

e 11 r“'ngJJ to" Valliation Areas they: should remainiin the
J,),)J‘J,)rl" *area

— 1In rgg- WSO thEIFValuation you may need to flag them for

rielivie [uiz)) appralsal rather than running a mass appraisal
==\ uaﬁon ORrthem.

== Mos_t CAMA systems have the capability of locking in that
= = ndividual appraisal value so that it does not get over-ridden
— = — WHhenever you run new values.

dlec “are not real conducive to
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