
The Assessment Function

• Ad Valorem—According to Value
• Equitable
• Mass Appraisal
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Appeal
• Board Of Equalization decisions are valid for the year of appeal

• Appellants have argued otherwise

• In Varilek (Personal Rep. of the estate of Martha Dunnagan) v 
The Municipality of Anchorage, Varilek unsuccessfully argued that 
a prior year’s BOE ruling should have been considered as a “Base 
Rate” for subsequent tax years. From The Supreme Court Of The 
State Of Alaska Opinion No. 6563-June 10, 2011 IV B:

– Varilek had the burden to show why the 2008 assessment was 
inaccurate. As noted above, AS 29.45.110(a) defines 
“property value” for assessment purposes as the “price the 
property would bring in an open market and under the then 
prevailing market conditions.” Property assessments must 
take into account the current market value, rather than 
previous assessed values, as Varilek suggests. 
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The Three Approaches to Value

• Cost Approach
• Sales Comparison
• Income

• A borough has discretion to appraise by whatever recognized method of valuation it 
chooses, so long as there is no fraud or clear adoption of a fundamentally wrong 
principal of valuation.  Hoblit v. Greater Anchorage Area Borough, Sup. Ct. Op. No. 
636 (File No. 1214), 473 P.2d 630 (Alaska 1970). 
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How Are Assessed Values 
Determined?

• Stratification—Divides properties into 
groups with similarities for analysis

– Market Areas
– Land Types
– House Types
– Grade/Quality
– Effective Age
– Cost Model
– Calibration To Market
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Fee Appraisals vs. Assessing 

Why can’t the borough assessor simply accept a fee appraiser’s value placed 
on your property, or, conversely, why can’t you simply go by the assessors’ 
value when you’re buying a home? 

Assessors and fee appraisers have a similar aim: to determine the fair market 
value of your property. However, there are subtle differences. Fee appraisers 
look at properties on an individual basis, while assessors conduct mass 
appraisals in which the values of all properties in the borough are determined 
in accordance with uniform benchmarks, to assure a fair and equitable 
distribution of the overall tax burden. 

In general, appraised and assessed values should be similar. However, a fee 
appraiser has more leeway when it comes to unique factors, such as the view 
from a property, a house’s situation on a corner lot, and the convenience and 
attractiveness of the interior layout. Assessors are generally bound by more 
rigid objective measures such as the type of house (One Level, Two Level, 
square footage, finished area, the number of bathrooms, age, grade, and 
condition). 

Finally, keep in mind that due to the need to reach back in time during the 
mass appraisal process to gather sufficient sales data to apply to unsold 
properties, assessed values will always lag behind current market values and 
trends. 8



Assessors vs. Fee Appraisers 

Now that we have a general idea of the difference between assessing 
and fee appraising, we can better understand the differences between 
assessors’ and fee appraisers’ jobs. 

Fee appraisers have independent clients and typically focus on 
valuing one property at a time. They often specialize in a certain 
type of real estate, such as commercial properties or homes. 

Assessors work for local governments and are responsible for mass 
appraisals for tax assessment purposes. They must continuously 
update their records for new construction, building additions and 
improvements, property sales, and so on. Although they do not 
usually focus on a single property outside of their cyclical review, 
they may revisit a property if the owner requests an inspection or 
files an appeal. 
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Assessors vs. Fee Appraisers (continued)

The mass appraisal techniques used by assessors require knowledge 
quite different from that used by single-property fee appraisers. 
Beyond the courses covering basic appraisal theory, mass appraisal 
courses cover topics most private sector appraisers never learn about, 
including mass market modeling, adaptive estimation, and assessment 
ratio studies. The International Association of Assessing Officers gives 
a number of advanced courses required for professional designation. 
Quite simply, few fee appraisers have the training and experience to 
carry out mass revaluations – they normally must undergo 3 to 5 years 
of additional training and on-the-job experience to learn the science of 
mass appraisal. 
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The following is a copy of the Scope Of Work from a recent fee appraisal:

SCOPE OF WORK: The scope of work for this appraisal is 
defined by the complexity of this appraisal assignment and
the reporting requirements of this appraisal report form, 
including the following definition of market value, statement 
of assumptions and limiting conditions, and certifications. 
The appraiser must, at a minimum: (1) perform a complete 
visual inspection of the interior and exterior areas of the 
subject property, (2) inspect the neighborhood, (3) inspect 
each of the comparable sales from at least the street, (4) 
research, verify, and analyze data from reliable public and/or 
private sources, and (5) report his or her analysis, opinions, 
and conclusions in this appraisal report.
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The following is taken from the Uniform Standards of Professional 
Appraisal Practices (USPAP) Advisory Opinion 32, 2018-2019 edition:

SCOPE OF WORK

The determination of an appropriate scope of work in all 
appraisal and mass appraisal assignments, including ad 
valorem taxation assignments, is based on problem 
identification.  The assignment elements necessary for 
problem identification are identified in Standards Rule 1-2 
(real property appraisal), Standards Rule 5-2 (real property 
and personal property mass appraisal) and Standards Rule 
7-2 (personal property appraisal).  This information 
provides the appraiser with the basis for determining the 
scope of work necessary to develop credible assignment 
results.
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SCOPE OF WORK (Continued)

In ad valorem taxation assignments, applicable laws and 
regulations of an assessing jurisdiction may define the 
assignment elements needed for problem identification.  
For example, the type and definition of value is usually 
established by statute, as is the effective date of the 
appraiser’s opinions and conclusions (tax year, levy year, 
valuation date, etc.).  Whatever the source of the 
assignment elements needed for problem identification, 
the appraiser must identify the problem to be solved, and 
determine and perform the scope of work necessary to 
develop credible assignment results.
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House Types

1 L FRAME

1 L MASONRY

1 L LOG

2+ L FRAME

2+ L MASONRY

2+ L LOG

BI-L FRAME

BI-L MASONRY

BI-L LOG

1 1/2 L FRAME

1 1/2 L MASONRY

1 1/2 L LOG

AOG—APARTMENT OVER GARAGE

SPLIT/TRI-L FRAME

SPLIT/TRI-L MASONRY

SPLIT/TRI-L LOG

CABIN—0-500 SF ABOVE GRADE

COTTAGE 1 L—501-800 SF ABOVE GRADE ONE LEVEL

COTTAGE MULTI L—SAME AS COTTAGE BUT MORE  
THAN ONE LEVEL                                

DUPLEX

TWN END—TOWNHOUSE END UNIT

TWN INT—TOWNHOUSE INTERIOR UNIT

CONDO

MULTI-FAMILY—TRIPLEX & FOURPLEX

MHS—SINGLE WIDE MANUFACTURED HOME
MHD—DOUBLE WIDE MANUFACTURED HOME

15



Grades

Cbn-

Cbn

Cbn+

P-

P

P+

Low-

Low

Low+

F-

F

F+

Avg-

Avg

Avg+

G-

G

G+

VG-

VG

VG+

X-

Exc

X+

H1-

H1

H1+

H2-

H2

H2+
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Effective Age or Effective Yr. Built
• The age indicated by the condition and utility of a 

structure based upon an appraiser’s judgement 
and interpretation of market perceptions.

• How old a structure appears to be (Observed 
Condition)

• Influenced by remodeling, general maintenance 
and upkeep, normal wear and tear

• (Effective Age / Total Economic Life) X Total 
Cost = Depreciation
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Sample cost per sq. ft. for an average quality home

Sample cost per sq. ft. for a good quality home

Additional items added are basements, basement finish area, porches, decks, garages, 
number of baths, size, additional floors, dormers, etc.

Sq. Ft. Rate

Single Story Frame 1,000 $78.58

Sq. Ft. Rate

Single Story Frame 1,000 $94.96

Cost Model
Has around 150 pages of costs

Different costs for different grades and different costs for 
different floor levels
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Calibrating the Cost 
Model to the Market

• Qualified Sales
– Sales Questionnaires 
– 30% Return
– Sold Properties Inspected
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Calibrating the Cost Model to the 
Market (Cont.)

• Determine what adjustments are required to 
bring cost values in line with actual market 
(land values have to be calibrated before any 
dwelling calibration is done
– House types grouped together for equity and analysis 

purposes
• If sales in an area show that cost calculations are low, an 

upward adjustment for that house type in that market area 
is required

• If sales show cost calculations are high, a downward 
adjustment for that house type in that market area is 
required
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Calibrating the Cost Model to the 
Market (Cont.) 

Sales Ratios

• How Close To Market Are 
Calculated Costs?

• Calculated Value ÷ Sale Price

– $100,000 Calculated Value 
÷ $125,000 Sale Price

80% Ratio
21



Calibrating the Cost Model to 
the Market (Cont.) 

Sales Ratios

Calculated Value $100,000
- $20,000 (Land, Drive, Septic & Well)

$80,000  (Calculated Structure Value)

$80,000 X 1.31 = $104,800
+    20,000
$124,800

$124,800 (New Total) ÷ $125,000 (Sale Price) = 99.8%
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Calibrating the Cost Model to the 
Market (Cont.)

• Multipliers Determined From Market For Individual House 
Types

• Multipliers Applied To House Types In Each Market Area 
• All Properties Repriced With Multipliers In Place
• Ratio Studies Run To Show That Model Performance 

And Level Of Assessment Has Improved  
• Statistics Provided From Ratio Studies Provided For 

Support Of Values For Board Of Equalization And For 
State Reporting Requirements
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This and the 
following four 
pages are 
taken from 
the current 
cost model.  
Note that the 
‘4’ represents 
average costs.
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From property record card: From cost tables:

The finished area of 866 sq. ft. for the above grade level is between the area of 800 and 1000 in the 
cost tables so it interpolates between the rate at 800 of 97.79, and the rate at 1000 of 94.73.  Then it 
rounds to the nearest 10. (96.77 x 866 = 83,811.48 rounded to 83,810.)

The base area of 1094 sq. ft. for the lower level is between the area of 1000 and 1200 in the cost 
tables so it interpolates between the rate at 1000 of 26.66, and the rate at 1200 of 25.41.  Then it 
rounds to the nearest 10. (26.07 x 1094 = 28,520.58 rounded to 28,520.)  Value for interior lower 
level finish is added later. 
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From property 
record card: From within the tables:

Note that wood siding is in group 
2 which resides within the ProVal 
characteristic codes.  Different 
siding groups will have different 
valuation adjustments depending 
on the grade/quality of the 
structure being valued.  For 
example, wood siding is less 
typical in an Average quality 
structure so it will have a positive 
factor, but in a Good quality home 
it is more typical, therefore it is 
already factored into the base 
rates and may make little to no 
adjustment.

Above grade sq ft of 866 x 0.85 = 736.  
Lower level sq ft of 1094 x .35 = 383
736 + 383 = 1,119 or 1,120 rounded.

Above grade sq ft of 866 x 0.85 = 736.  
Lower level sq ft of 1094 x .35 = 383
736 + 383 = 1,119 or 1,120 rounded.
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From property 
record card:

Lower Level interior finish from cost tables:

Lower level sq ft of 1094 x 24.71 (interpolated) = 27,035 or 27,040 rounded.
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From property 
record card: From cost tables:

Full bath count of 2 x 3,930 = 7,860.

One masonry fireplace at 3,525.
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From property record card:

Base garage cost at 576 sq ft x 26.86 (interpolated) = 15,471.36.
Add for garage interior finish at 576 sq ft x 7.91 = 4,556.16.
Total is 15,471.36 + 4,556.16 = 20,027.52 or 20,030 rounded.
Exterior features such as decks, roof extensions, etc., have their own cost tables in place but not included here.

From cost tables:
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From property record card: A grade factor of 105% is applied to adjust 
the Average quality base costs upward by 
5% for the property having some 
attributes that are slightly above average.

Base costs sub-total of 178,615 x 1.05 
(grade factor) = 187,545.75 or 
187,550 rounded.
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From property record card:
Grade Adjusted Value from 
previous screen.

Physical Depreciation from depreciation table for 
dwellings.  Derived from Marshall & Swift and 
statistically tested through various sales analyses.

Location Adjustment also known as 
the House Type Factor.  Derived 
through value calibration analysis to 
bring the median sales ratio for this 
house type to 100% as required by 
State Statute, mentioned elsewhere 
in today’s presentations.

AGE    DEPR     AGE      DEPR      AGE      DEPR     AGE      DEPR    AGE    DEPR

Grade Adjusted Value x .81 (less depr of 19%) x 1.34 (Loc Adj) x 1 (% Comp) = Value
187,550          x .81                              x 1.34               x 1                 =203,600 Rounded
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RCN (REPLACEMENT COST NEW) D (DEPRECIATION)
RDF (RELATIVE DESIRABILITY FACTOR) LOC ADJ (LOCATION ADJUSTMENT)
PC (PERCENT COMPLETE) RCNLDI (REPLACEMENT COST NEW 

LESS DEPRECIATION FOR ADDTL 
IMPROVEMENTS)

LV (LAND VALUE) MV (MARKET VALUE)

THE FORMULA FOR THE MARKET VALUE IS:

MV = ((RCN – D)  X RDF X LOC ADJ X PC) + RCNLDI + LV 

((187,550 – 35,635) X 1 X 1.34 X 1) + 30,400 + 19,500 = 253,500
(151,915 X 1.34) + 49,900 = 253,500
$203,600 RD + $49,900 = $253,500 ROUNDED                 

ADDTL
IMPS
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