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:‘vat Alfred; and E. Noah,Gould Assoc1ate, Bureau of Cont1nu1ng Educ{

FOREWORD - o S . "
Informat1on from throughout the State 1nd1cates that real estate per-.
sonnel as well as thé general pub11c have considerable interest in Real .
Estate Appraising. This'course can help salesmen and brokers not only to
understand how the value of real property is determ1ned but -also td
improve their eneraL understand1ng of property. Those not in.the ¥eal
“estate business somet1mes ‘take the.course to aid .them in handling their own
property This course is intended: énly to introduce students to methods of
appra1sing, it is not expected -to qualify them to be appraisers. Rather,
it is hoped that taking the course will whet their appetites- for mpte .infor-
mation on real estate appraising. N spec1alized background should be re-
qu1red of anyone taking it. The ¢ourse is not:mandatory in any seifise but
- is published by the New York State Educa@1on Departmept as a suggestea

course,

. ') \ ' N
. The instructor for this course should be a qua11f1ed real estate
appraiser. Help in finding a suitable instructor can be‘obtalned from the
" office of the Ney York State Society of\Real Estate Appraisers, -Albany.

: The ‘scope of the course was out11ned“by an adv1sory'comm1ttee consisting-

" of the following: William F. Sheehan, Associate Professor, Department-of
Law and’ Finanée, School of Business, State University of New York at Albany,
Emil McKay, licensed real”estate broker, Albany; Bernard Silberman, .
.- AsSistant Director, Division of L1cens1ng Services, ‘New York State Department
‘”of“State Albany, Ralph P. DuPont, Executive Director, Albany—Board of
Realtors, Albany; John Brophy, Assoc1ate, Bureau of Business and D1str1but1ve
Education; and the co-chairmen: 'E. John Gradoni, Chairman, BUS1ness-
Technologies Division, State University Agricultural and Technical C

Currlculum Development.

Harold Boulton, Boulton Realty.Inc., Scheneotady, wrote the or1g1na1
dyaft of, thegmatei1a1 for this+-instructor's guide. Benjamin, F. Hammet,
Assistant Professor of Emglish, Rensselaer Pojytechnic Institute, Troy,

" revised the material. Mr. Gould supervised the original writing and the
J

. ,_rev1s1ng, and prepared the manuscrlpt for publication. - .
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MESSAGE TO THE INSTRUCTOR C d

4 This course has been developed to assist teachers -of .classes in Real*
Estate Appraisal. It has grown out of a considerable amount of practical ’
experience in. the selling; buying,-and appraisal of property, as well as

. formal instruction in.real ‘estate appraisal. .Although the course has 'a -
very practical orientation, it is also designed to help students prepare for

professional qualification. The instructor. should attempt to keep the course .
on a level consistent with tlie standards of professional societie . .

]

. 4 .
.Property valuation is the heart of all real estate activity.- Whether
buying, $elling, investing, . developing, lending, exchanging;, assessing; or
" acquiring property for public use, a working knowledge of sound valuation is
essential 5o .that land and its improvements may be put to their best use. .
All who are engaged in the real estate business must know something about ’
. * the valuation of rexl estate, though they may not intend to qualify as .
experts. S - T - '
. ‘In the application of theory to practice, the course has to-be -
organized so the student is given weekly assignments having to do with his
own property, or a property he, is' intérested in or familiar with. Thus, at. =\
"the -end of the .course, the student should have a complete dossier containing
a valuation of his property. -The instructor should also encourage students

‘to.participate’in class discussion -and to contribute from their own "

. experiences.. S - - ///‘ . e
[% . T A i s

This teacher's guide has been prepared so the course may be taught.
in 15 two-hour sessions. As you will.note, there are only 12 lessons
given here.’ Certain lessons, for instance lessons 1 -and 3,3ill require
. ., ' more-than a single session, yet each is a coherent whole diffipult to
‘e~ - séparate. The instructor is expected to adjust the lessons to suit his .
N ownneedS:. . oo e . : TR
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. Lesson 1 . T ;. :
‘ The Appraisal of Real Estate S RIS ) )
m~tv-~mREFER§NCES-€ITEDﬁvaTEIS~TEACHER’SﬂGUIDEQ;q*:~ﬂ"-f e
. American Institute of Real Estate AppraiSers. The app¥aisal of real v
estqte; 5th edition. Chicago. 1962. (Referred to ‘as Ref. ﬁ?‘ \ t
: ‘ P edit - = ' ‘ .
- Babcock, Henry A: Ap?raisai principles and. procedures. Hoﬁéu§2i,
I11inoig> Richard D. Irwin. 1968. (Referred to as Ref. B)
' . > ) , , . : . - i
% ’ . ! Yy .
;Jf\ Benson,' Phifip‘A.; North, Nelson L.; and Ring, Alfred A. Real estate ,
principleg_and practices; 5th edition. Englewaod Cliffs, N.J. —
PrénticefHall. 1967. (Referred to as Ref. ) R
T U : L 4 : ,
. Knowles, Jerome, Jr. Single family residential appraisal manual. Chicggo.
" Amer."Insg. of Reul Estatc Appraisers. 1967. . (Referred to as Ref. D)

oBJECTIVES' ¢+ . Y NG
- 1. To give, students an understanding of the forces that create a real
estate market, -and to differentiate betwgen this market gnd ,other

°

. markets - ) ;
2. To define real estate apprgisal and explain its uses ) _ W
 CONTENT HyTLINE - TEACHING SUGGESTIONS ) ' B
v v ) : T g ' -
. . . - .
I. Overview of the Course: . Introdute yourself and brieflylstat“ -
. . .. your background. Have the students '
S < \\T\\vintroduce themselves; try to achieve
. , “an informal atmosphere. You may wishs
s ‘ “"to' 'have the students £ill out d form .7
- . N * listing name, age, address, education,:”
. | )’ . 'vocation, and reason for taking course,
N : ' . to Help you get to know them. . .

The course is a general-introduction S
)  to those basic principles commop to .

.all atreas of real estate appraisal,

‘with special emphasis on the practical
apptication of appraisal techniques.

A. Course purpose

You may, wish to have the students buy. - -
a textbook. [ Suitable texts are shown
above. - Other references which you may
use for some topics are cited in the

bibliography. . C —




. CONTENT OUTLINE . . — TEACHING SUGGESTIONS ’ s
i Référénces for Lesson I are:
L _ X o - . . i o Ref, A * Chap._l ' -
. v -~ Ref, C, Chap. 2 . . .
. . ‘. 0 ! . " . .. . ) " . ) - . ‘_ 3
! C. Course content - Discuss briefly the objectives of each

: ‘ .. lesson in the .course, . .

I1." The Concept of Value - ° . This topic'will be covered in detail
. o : . in Lesson 2. . For the present, empha-
' :  Size the ambiguity of the term value
P as applied to real estate, Distinguish -
: . . S .valﬁgpfrdm cost- and price. Briefly
#¢y»//; : . "~ explain sqme of the different kinds of
: : C value, such as mortgage valite, assessed
e - . value,” sales value, and exchange value.
- - . .- Discuss market value-as' the, most
- ! . * ,' ' comrionly sought value.
‘A. Types of real estate - "~ Encourage students to suggest the.
b , . ‘ variou$ types of, real estate property,
) such as residences, business buildings,
factories, and farms. IS

~

' B. How value is created Discuss briefly the way people create
‘ vdlue by ‘their use of each type of ’
, Yeal estate. V4
C. How values change , \\\E;pléin, with'student participation,
L ' 2_ the effect of changes in value created
& ' \,{%y the following examples: '
: . - . P &
' 1. Business relocations N) G_Rglqcation of a business employing _
B : R k 10 people {into and out ‘of. the *
‘ ' ﬁmunity) ' .
- 2. Residéntial uses,and nedds * Opening of a junk yard in a residential
' & o . area ¢ ‘.
s .® Conversion of a residence, into a '

business or.a rooming house
o ®* Requirements of people moving to
- : ; another neighborhgod or another -
’ community (including changes in
_ fashion and taste)
%.'Property maintenance ® Properly maintained property as
. opposed to deteriorating property
. ;o ot * Absentee as.'compared with resident. .
o -’ 4 . ownership .
' ) * Community betterment progra

*The full citations for these references are given orn page 1.@;
) : - . S : .
. 2. _—
( ‘ - /v-/ ) . . p

W




~CONTENT oUTLINE'

- IIT, Forces Affectlng Real Estate
) Values %,
® -

| A. Social

.

B. Economic and-business

Lo

C. Goﬁernment .

N ' .
1. Federal Govexnment

2. State Government <r .

) '  +a. Department ®f Health

\" o

TEACHING SUGGESTIONS '

;"|
.

DlSCUSS, with illustrations from your '
community, &£he ways real estate is
created and changed by the interaction
of forces: affectlng the activities of
man. . "sm

Explain those social forces that br1ng

_ people together, and show how the,_
following institutions and fa?111t1es
affect real estate value:

- .

® Schools and colleges ' .
. H05p1tals ) a
e Churches and synagogues
o Public transportation
* Roads -
. Recreational facilitie§
Discuss the commerc1a1 and ind®strial
propertles in your communlty to
~illustrate the value of property in
different areas. Examine-one area and )
show the effects of obsolescence,
proper maintenance;  and absentee as
opposed to resident dwnership.

.

State that various Federal, state,and
local government regulations are
increasingly concerned with the taxa-
. tion, purchase, sale, and f1nanc1ng

"~ of real eitate ‘ .
DlSCUSS Tent controls, Government
housing, and guaranteed loans to home
owners and business entrepreneurs.
Il1lustrate the effect of the Federal
Housing Administration regulations on
re51dent1a1 propexty.

N\ .

Illustrate the effett! of these regu-
lations by referrifig students to

© published zoning laws and equallzatlon
rates.

79

Explain the function of the State
agencies regylating real property.
Discuss the need for State control of .
residential real estate. Explain why

'15,000 square feet is the minimum lot ;

Y

Y



_» .,- - . / - T
CONTENT OUTLINE - ’ o TEACHING SUGGESTION§» ) , '
) - . o size if.a water supply and a septic
. ! t t tank are to be located on the same lot,
) ' b. Department.of - . Explaln the operatlon of the. Department

. —+ Equalization -of. Equalization as it’affects the *

. N T : assessed value of ‘real-; estéte. 5
. B -"'\ ‘t - . ) Y . '
. s ' ‘ .

DlSCUSS the relatgonshlp of roads in
s new residential -developments to
“ S - o I eX1st1ng roads and highways. -Also
= ‘ ‘ discuss the 1mportance of surface
. ”f drdinage., ‘ ‘Y L

”

. - 3.. Local governmeﬁt‘ . Explaln the functlon of locll agenc1es
T o 4/; . in regulating real property e )
‘ . \ : . ‘.'
a..Zonzng and planning Discuss’ the differeéces between a . w
PR boards zoning beard and a' planning board.
- oo : Illustrate the different kinds of
for ) ' zoning and planning in various areas
St . . ' of your community. - '
F O |
- b. Board of assessor% . Explain local assessment practlces,
. r S s and illustrate with equalization rates -
F - s ; ' "7 in different areas. ( ‘
! | P ' .
Bgilﬁing[inspecxor i Referring to youf local newspaper,
: . . . explain the requirements for pub1§§h1ng
of

’

A ‘bhilding, alteration, and demoli

~ notices. Discuss ,the relevanc

tbls information to the profe551ona1
real estate appralser.

€ w it

&

s

- : d. Fire and police Although ot str1ct1y regulatory, these -
L departments - departmehts and their efficiency affect
i : « fire:insurance rates, and thus real
) estate value,. . !
. ~

IV. Real Estaté Appraisal - -

finitien ' Explain‘in—aétg§f5$§§;meahing of the
B terms used in ghe following defi?qtion.

3 T A reaZ,estate ratsal is a written
’ . S . , statement in whmch is set forth an
~ o . : - . restimate-of" thérvalue of an adequately
' : described property as of .a specific ,
date, which is supported by the =~ - o
\presentatlon and ana1y51s of"élevant

. - .. . . . A . / .
v . o ‘ . B data._
. a o . . T - . .
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CONTENT OUTLINE a . TEACHING- SUGGESTIONS
. . Bngurpose ind use of ' } Exp}a;n the purpOse of written and oral
e appraisals . - ‘Wppraisals in the purchase mnd sale of
Ch - - real property; in financing; in mergers;
y . -t ‘in fire, theft, and damage losses; in.
’ o taxation;- in lease negotiations; in
' R 1nvestmengﬁgec1510ns, and’ nn urban
- ‘ . . plannlng gk - ‘
-Discuss the significance of appraisal
r I " 4to the layman, to the real estate
i broker, to the real estate salesman, - .
. - : ' .and to the professional real estate
: L ‘ * appraiser. DN '
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\ \\\*i\§5 4 Lesson 2 - o A
, N . Real Property and Value vy . 1
Voo , “ v ¥ -
- OBJECTIVES. : C R
1. To define the terms real estate and real propertu- : ) ' "
2. To explain how property rights (the rxghtqoof an individual as
applied to real estate) have developed
3. To establish a goncept of value, and develop the meanfhg of, market

uaZue as it applles to real estate , o

a

CONTENT "OUTLINE « N TEACHING SUGGESTIONS

R, 4 , ,
- 1.", Overview of this Lesson ' - The &erms real estate and/feal
= | property are often used fnterchange-
ably, yet there are distMctions be-
. L tween them that should be understood.,
\ o, * Real estate is the ph\Slcal land and
N T . the structures on it; real property
) ' " refers to the 1ntérests, benefits, and
P .. rights inherent in the ownership of
'  real estate. A third term, personal
property, is still another concept,
and applies generally 'to movable things
not permanently attached as a part of
the rgal estate: :

- These concepts as €hey relate to value \#
. _ o : “have evolved over a period of many
years, and are still subJect to modi-

~ flcatlon. . L e

A.'ngposp of this lesgon ~ To develop an appreélatlon for the
; . basic ph11050phy underlylﬁ/ ‘the term-
' . 1nology used in real estate appraisal. _
B. References "~ . References for Lesson 2 are: .- v
' . "Ref. A,* Chap. 2~ '
.." Ref.-C, Chap. 4

S
e .

€. Assignment e Have each student obtain a copy of the
% ' . deed to Rls property (indexed under
. . R ° o - .grantor and grantee in the County _
: L -~ .. Elerk's d£f1ce) This is'a good.time ®
- BT v © % ; to acquaint students with the, real ;/,//'
Y ; ‘ - - estate data available atth At office
. *The full q1tat1ons Tor these references are given-on page 1. '

-

Lo Lag
.- - 7, '6
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. CONTEQT ow‘rEINE T P "7« TEACHING. SUGGESTIQNS . . -
> N ) . (/ [ - -
' 11, Legal Céncept bf Real Esfate ’ 1s<:u’ss ‘the 1ega1 concept of land
- S T L VO o owner‘h1p, iilustrating from a fully -,
e LN T /&; S ' . .warranteéd deed. Notice. the variations
E , o, % ¥ L. T - in tefmimology in the deeds the,- - .
vooa w . . s’gydents’”b*rmg in: . Note the 1¥mita- ~ . .
» P . tions 1mposed46y varibus levels of, .
: ‘ ' _"' L 1 government _ v -
-~ . - ) }‘. . - J . . v
¥, III "Real Estatev Real Property, Review the distincti‘o}%'amon‘g these. -
-~ a,nd Personal PrOperty ' . ' terms,-emphasizing the impbrtance of

- Vlocal usage which may alter the’ meaning

) “"_ . PN
' N . .of the terms. from area to area,
&, i - .‘ ’ v - .
IV Bunile of Rights Theory " «Certain rJ.ghts are 1nherent in  the
N B Coe T ownership of real property. -However,
: T : e . . there are limitation$ imposed by s
) T " government using' it$ powers of taxation, -.
C R T eminent domain, p011ce power, and
L R e o escheat. .
. . e ' o
P Evolution of the 'I'heory If you wish to summarlze some of the -
of Va.l.ue p evolution of the theofy of ‘value, see"
Cwen s iy " agood textbook on thesMlistory of
b g » : economlc thought .

. ;[VI Value . " Discuss the appraiser's concept )
i v B ' : value, as based on-uttlzty (in the
) R , : economic sense), scarcity, and*the " .
" asze-ty to satzsfy needs. 5 '

<
i
i
=

[+
3
e
[ad
<

[+

[

c

o

ReV1ew carefully the definition of
market value; show how'ni. applies i

- the different types of real estﬁ'te :

N re,s1dent1a1 commercial, _ and mdustrlal. W

J L i - N .
N . s

- ~ ' R :
- S n«-- . LC- .g‘ ) . .
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Ba51c Pr1nC1p1es o£-Rea1 Property Value | . R S .
. I .. - ”
' X * s 0 . ! :

' OBJECTIVES RV . . .
R PO empha51ze the fundamental pr1nc1p1es whlch control the value of s
real estate | .

R f 2. To deveIoRpa working knowledge of social and economle pr1nc1p1es as T <
;-‘ they apply to* real estate\yaluqtlon , “.' , o Loy
' CONTENT OUTLINE _ ,‘ - TEACHING SUGGESTIONS B
'I; , Overv1ew of Lesson - o ThlS lesson starts W1th the fundamental
o o o ) principle of value--that people create
L . - . value.: Now tie this fact to land--its
o ut111ty, its scarclty, and the fact
, R . . ‘that ,people must be able to pay a
' PO ' e pr1¢e equlvalent to that value.
' A. Purpose . " Since appralslng is the estimation of
- : ' the value of the rlghts of use of: =
R ' "real, property, it is essential that .
L y '~ the broad principles of efonomics be -
‘ - ’ ' reviewed and understood. - .
’ B 3
, B. .References , S Ref. A,* Chap 3 \k\

Ref. C, Chap, .4 gﬂl
. Ref. D, Chap 2 B
c. AssignéZnt : Ask the’ class to review the ba51c ‘ .
. ' prlnC1p1es of real property values" .
: . . as they apply to a 12-unit apartment
house, 20 years .old, in an appropriate’
- . ~locat10n in your community. . v

> ¢
¢

II. Value of Land Basedfon Use - »
. . o> .
1. e .
A. This method of {alue rooted - Start with land use in farming. Ex-
in economics o plain why some. land is more valuable
‘than other land because it can produce
, better and more abundant crops. Go
. ) o dlscuss re51dent1a1, commercial,
¢ : ’ ' . e e - . an A N R sa i e

e

Encourage the students to supply ex-
amples from their own experience. . |

-

R - [
- 2

*The full citations for these references are given on page 1..
- A ' . .

~ ES

L - - -7 8




v . . . ¢ i B e

. ‘e k4 * . s a e . . -
- » . ., . - B .4 S
< CONTENT OUTLINE ° : oo " TEACHING SUGGESTIONS 7 L &
. > —
B Va1uat1on of r1£hts of use E&ach use tends to set a 1angd value ,
\\\ _ . u .that establishes.a market value 1n
‘ ' . : .. the part1cu1ar area S ~
v N S .
. . .
- o L. _ {Land has alue\only whergﬁt is used.
L % R ‘., Example: [ What would besthe value of
‘ ' ) £ 'j-Mahal in the dle of the
o | . the Taj ¥ ar i gﬁﬂ e |

. - ! piscuss examples of¥the loss of .
t ' ) land value, such # abandoned®*communi-
' ' s t1es 1n aveas wh e m1n1ng has stoppﬁd
III Power of Supply and Déhand - .» The demand for a.commod1ty is created
* _ f.' by scarh1ty and by the-ability of the *
2 commod1ty t9/sat1sfy peoplets: des1res

// \—\7 . Discuss’ thé.comparat17e value of one

'square fgot#of. land located.in Times
Square with one square fopt on Main -

- ~~; A Street 1n a nearb v111a e. . .

IV. Principle Chaﬁge 'Q'~ ¢ Not ng remains stat1c A11 bU1ld1ngs
' : o hPorhoods’; and cities change. All
p ss- through three stages. development,

stab111ty, and dec11ne

-t - J! v
. w “". )
, ”/ Develop the 1dea that changes in real '
A estate bring’ changeg_lg_zgéﬂe )
¥ Discuss what- poss1b1e changes can take

s “place in a new commun1ty, especially 4
where there is no zon1ng

- ““\\g\ The appraiser must be able to recogn1ze

: when and how changes occur. He must %\
always view property with the principle
of change uppermost in his mind.

< The only constant is changE Discuss’)
the effect of zéning on change, as it
applies to a community.

V. Principle of Substitution This principle holds that when two or
' ' 2 more properties with the same utility
(or use value) are available, the one
S .wvith the lowest pr1ce 1s-most eas11y
oo sold.

The principle of substitution, which
is generally used in a11 three approaches

«+
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© CONTENTAOUTLINE - °  ° TBACHING SUGGESTIONS ey
- < - — -

* o ‘ -]’ : _ L i to value, is the one mos ¢ egsity
. .. . . ., undevstood by students. (The three
~ . . approaches to value are cost, ingome, °
. , . - and market.) Develop a few practical
S . e .o illustrations of thg principle of - °
\ : ¢ y . g substitution. , - . .
8 - ] P £ ) ) T . .
L ‘ ’ . Yoo X A
no : ) /“" . The marKet ‘approach, which will be.
o . . L, discussed 1ater, is. based on. the
_ . value of -comparable substitute '
I : , ‘ .. - - properties. - - ,

e . o - lﬁ o . L. - o

e o ' . Q/\ . Spegial purpose\'p_roper:tfés, such as e

: . S ' - v sclels; churchés, and hosPitals, have .

o 7 ' ) o i - a'Twmited mayket; their valuatiqn . . N

= . . iy tends to be limited to either 'the K

R o . S o " cbst epProach, or’thd subséftution o%
- ' ' « -a simi}ar property. - - S

-y

[

.
‘ FRRY

»
-

e @} o k thﬁ. students what they would do
T - - . hen they start to look for a new -
' \ House. It is customary#for people to
e . , 'look{at what is$ offered on the market.' R
& & . Thistis an application of .the principle -
A o ' & - Of substjtution. : | ﬂ .
VI. Principle of Highest and Best That .use which at thggtime of the ¢
i Use y ‘ -appraisal is most ﬁy to produde
, SRV ' . the greatest net re to the ¥
vl TR property ‘WWCT a given period of time,
usually the present use of a property, . "

is'its highest and best, use. N

Biscyss'with the students why hotels
are ‘being sold, closing their doors,
’ _ going bankrupt. Other principles are
P ‘ v A involved in this case, but the highest
’ ’ : and best use is paramount.
. : » -
+  Discuss use-density as an important
' factor in deciding the highest and
best use. P '

.“

Why are apartments being built where
. o the older onexfamily residences used

T . - to be? . s

ST e D1scuss the effect of vzoning for an
area that has not been developed. e

< 16
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CGNTENT OUTLINE

VII.

¢

&

VIII.

IX.

X.

Consistent Use Theory

¢
Prfhciplevef Balarce
‘ - . - . [4
\ ] . e
. Ty ﬁ?
N k
* oQ ‘

LA

‘ Pr1nc1p1e of Increas1ng and

Decreas1ng Returns .

/ép11d1ng Use an income and expense
Y t

TEACHINS SUGGESTIONS™ ~  * ..

A property i# transition from oné~use
» to another cannot\befvalued on the
basis of one’uge for .land-and another -
., for an improvement. , For example, if
a corner residential property is to

be acquired for .a gas station, the _-\<g

dwelling has tittle or no value,

except perhaps salvage. This prgpc1p1e
“ tends {o be an obstacle to the be- .

ginning appra1ser Emphasize the fact .
X that the improvements should enhance

the ﬂalue’oﬁ he land. T

" The prznczple of'balahce holds that
value is ereated and maingained in..
proporfion to the eqeilibrium obtgined
between-the amount and location of a,
-given type of rea:>estate and the. »°

-

. . «numbgr and locatior).of users'of that .’
s type of real estate. - -

l . e

-

Thus is one pr1nc1p1e the studeﬂts :
can.grasp quite easily. 'Discuss what
‘happens if top many automatic .laundries
open in one area; or too many bowling

alleys, or too many drug stores.

- Balance in real estate Ms- important )5\ .
t

" to the business climate of ahy ‘communi:
Defined as the net ifhcome:remaining
after the costs of labor, coordination,

-and cap1ta1 have been pa1d The sur-
plus is cred1ted' to the land. '’

:Here is a basic‘lesson’ in economics,
.Obtain a breakdown of the costs of
building an apartment or office

- [above agents work £0gethet&to proﬁuce

atement and demonstrate how the
.a net income from the propetty. ///

."Note: This principle requires more
background material for both the
teacher and the students. It is = '
important that the students have a clear

‘1nterpretat1on of it. ' .

Explain that larger amounts of the

-/

agents of production will produce

greater net income, up to a point.

11

.

R
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CONTENT OUTLINE , 1. TEACHING SUGGESTIONS o o
S “‘_ . : - Any addlfmnal expend1tures beyoq&
T S * . that pojnt will not producé a return
’ . ‘ - commen$urate with the cost.
o A Develbp With‘the cléss/a pzpblem.on_ :
, - . S . a modern ‘apartment house. * The owner.
o Do c ’ ‘asks ;assistance from an-appraiser as -
< ‘;J/\\ . to the -advisability of ™ tall;ng a. *-

. self- -operating elevator.- ,
* increased costs be offset by(;he ing

K S “-creagse in: rents’ Estimate a, 20-year

SO A;;f”_.'-wllf for the elevator. : , /;r.v;

: D . s . ) - The pmnmp‘le of woreasmg and de- ' (a';
. Sy N ' . oreasing retuyns-is also. used in -
/A;/)‘ - g L ‘deteim1n1ng how high an” offlce bh11d1ng
- ./ <camn be. "Will the increased éosts be . ..
. e e offSet by rents ava1lab1e? Lo

. . AR
° e . >

- . : ' " o ." Ask the students to dec1de how-mﬁch _
N R P s~ ™'they. could spendon 1mprov1ng their' %
o B e 7 " homes, if they’were to e pbaced on> -
- e the market S T ST

.

2 [ . - . . :
_ XI. Principle of Contribution - . This pr1nc1p1e is sim1lar to the .
P ‘- . R ” pr1nc1p1e of increasing ‘and” decrea51ng ‘
v - . ; N . returgs, except that it usually applles
~ S to a part of a property rather than
w . the whole property. = ‘For exemple, this .
o : pr1nc1p1e can be applied to'a dec1s1on T
“on whethe? or not to replace the heat1ng

A O syStem of a building. . .- . R
N -~ - . . 3 [ g'. .

: ‘. “THé principle of contribution'is also
¢ important in the valuatlon-of lots of
S . vary1ﬂg depths , -

~ s o ,',.';_A s1mp1e clasSjgoblem would be to *

' < " evaluate a series™ef commercial lots,
+," having a frontage of 25 feet and depths
. varying from 75 feet to-150 feet.

s Co _ . . - After evaluating them, obtain the
' Y ; ‘prices of similar- lots with varying

_ - '. depths, sold récently.in the ares.:

& L "+ - Compare the evaluations: with the

: ' actual sale prices. :

SRR 6 o % 3 o tends to‘breéa compet1fxon“"‘”*‘:?

i o S . and excess profit tends to breed -
\\ - ‘ ' ru1nous competltlon.

A Fuiext provid ic




CONTENT OUTLINE

XIv.

S

Principle of Anticipation

L

i~

S

-t

* TEACHING SUGGESTIONS

Digguss the futlire of the many\roast
.b , hamburger, hot dogs and béer,
- and MacDonald's,* that are springing

up in the agea. Do not confuse profit
from the business with profit from
real éstate. In th1§ dlstu551on

and profit - .-
. ~ '
Have the students neSpbnd to- quest1 s

su as; Will shopping} centers contihue _ o \

he answer to
wn stores7

g o e

hrive? - Whak 1is
the problem‘of dowa

'} Competltlon tend . to. be creatlve but\

* excess competlt on- can destroy.
- Encourage” students to\look for andi\

resen nactlcal 11cat10ns. c ‘-r"g
P H 3PP - ,

ThlS prlnclple holds that maxlmum
value is realized @hen there is a »' :
reasonable degree of homo enelty '

r/'

N

’
DlSCUSS the- de51rab111ty of. 11v1ng in _

a deve10pment where;all: ‘houses are”
exactly alike as comparqd to haV1ng

_only a reasonable degree of ’mllarlty

Discuss the consequences of building
4 '$50,000 house in: an. area ?f '
$25 000 homes. :

Discuss 51m11ar problem§ in'the .com- *
mercial area. Should stores wh1ch
sell similar goods be in thp same

are\ If so, why? S L

This pr1nc1p1e affirms that value is
created by anticipdted beneflts to be
derlved 1n the future.’

Why do we ask for a three -year income
and expense record, when a551gned a
commerc1a1 appra15a17

.
N \

- Discuss the problem of est1mat1ng
future Fents for an apartment, an

~office buildigg, and' a“store.; Develop™

the idea that the socio-economic
eondltlon of the ares will set the
stage for increase.of decrease in -
values. g

-,

(o
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CONTENT OUTLINE L~ TEA ING 1UGGESTIONS

ue of a property is

d ) y its past selling

price mor by the ogiler's cost. Ask,
aﬁé’ ; rcés that

| \ S j Lo ' . Genexrélly’the_
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: Lesson 4 . -
L XU . o : The Appraisal Process & : : _
» =y & ‘ N s
. QBJECTIVES ¢ - “~ @ . 2
1. To define the temm reaZ estate apprazsa?, and esf(abhsh that the™
A appraisal process is an orderly procedure A ' AP
o 2., To provide students with a workmg knowledge of the three approaches
to value ‘ - . - .
S

_ CONTENT OUTLINE - \:ACHING SUGGESTIONS AT Ve e f'/‘_“

» . Overview gf Lesson ‘ value of-real estate cpn-be de- -
: ‘ A _ . termined by an appraisal, Which- is%n’
- I A R . estimate of value based" upo[(op1n1ons. : S

S : - . - \The" appra1s;l's -accuracy depends-upon . = # -

o . 4 ) ' . he basic competence and integrgty of - - .
i ) » . : he/appraise’r, and. -upon the sounifiess S -
o S e - skill with which he processes &be ' B
, P T SRR - \ . 7

. | data. . N e~ T

T~ ot The appraisal process. <{)ns1s sgof % T

o «  defining the problem, planmrﬁée LT
o . L R ‘work, acquiring-data, oe.ass1fy1 oLt
7 - . © ¢ a?alyzmg, and 1nterpre 'g.

-~

A P';Ypose ~, » Making a real estat%agpralsal is an

o - : : attempt to solve a real” esta;t;e prob-
w y ¥ ...-lem. PreseM outline of the . - -

' apprais@gFprocess to the class, either
‘ on the boprd, or as a copy for each
) _ . student to keep in his notebook B
A s o

B Referendes Co I\ Ref. A+ Chap. 4 :

Ref. D, Chap. 4

II/ Appna1sa1 Proce#% - : i v

. A Def1n1t1on problem Before an appraisal is made, the :
. problem it is intended to solve must ' =
first be defined. Present completed
appraisals of several types to the
' students, including the following

N e types: tax, mortgage, sale, and, et

lease. Encourage them to develop an. . , -
oral statement of the problem. Write \

*The full citations for- these references are given on page 1. - N
. : ¥

15
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CONTENT OUTLINE _ TEACHING SUG€ESTIONS o
‘ | ] . L
o " one or’'two of the better ones on. thé
o ‘ board
: 1_/ - : 8 . )
T C @ v : . Present a specific appraisal problem
'\\\ . e ) .~ to the class and develpp the five
- basic %teps: . »

Identify the property, o .
State the r1ghts involved, ‘

State the purpose of <the appra1§

: ) Determine the_data needed,

\ R : Define -the value to be estimated: Ty,
. This pattern should be f8llowed for = =

-4 ) . g
\ T , v all appraisal work. Have thé: students
' Co repeat these steps for each case.

‘B.prgliminarﬁisurvey : . Look over the-problem to determ1ne e
a R ' the character, the scope, and the Ly

‘ e ount of work involved. : If there.. . -
T e : - :%E\ngr;:9£11ng qua11f1cat1ons, first
_ deter the h1ghest and best use. - .,
Not only the property but: the neigh-
borhood must be inspected... This
. might be the start of.:the student'
individual a#ppraisal. All quest1on§

A i _ . : . - should apply to the individual
' assignment, _

- . c Stress the fact that at this stage, of
S the appraisal work all three approaches
shoyl¢’be used. Collect all data on
the“Cost approach, the income approach,
and the market approach. These three
. approaches will be taken up in detail
' - later. ¢

~ o ' : ' The fact ‘to be stressi at this point
e 7 S ' , is that an orderly procedure is to be
- ’ followed. Recognizing the roblem 150

. ~ o more than _half. of the soluti

~

of the first questions
students. The
wen at this

1&" , C. Determination of the fee +  This is o
! : ‘ : generally as

an§wer'shou1d not bé
time. There 1s a healthy demand for

:ﬁllrgzzjtf;:fl::2::::f::ff:r~«~~Wftnf:~‘ T competent appraisers. 1f an estimate
: ’ : ‘ of cost.is demanded by §fc11ent the
’ local real estate boards have ranges
of estimates for appraisal work.
’ : » These can be used ‘as guides.

- | .16
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(CONTENT OUTLINE - - . - - .. TEACHING SUGGESTIONS VC/ S
- & } - C M .
. G . v : . Y, % .ot
D. Commitment from client - - This should 'be im writing. ” The:
. " had _ appraiser and the client should agree —
’ - " as to the nature of the'problem,;wég;wmm”;” '

E.zgata to be .collected ? Using an outline of the appraisal L
: ‘o -process the student should list both /7
/ - ‘ the/general and the specific data

' .; \\: which applies to his problem.

> o ¢ Seurces of-information include:
i o, s
* The(local newspaper
* The Chamber of Commerce ' B
. . ’[‘hej New York State Department of
Y . ' o - Commerce
? ' : '  ® The Census Blireau for populat1 n
- ' . . figures L e 1

| ‘ . . . ’ s i . ." .o " *" ) B . " ' v Y .‘§
— . . - — The students should be dpcouraged to .
- I : : keepép file of facts and Wata about . f

their areas,and the1r v111ages or

c1t1es o Co
& _ , o B
F. Application of the three The appraiser develops value by: o
. approaches ) S e o y :
¢ - o ’ ® Obtaining the current cost of reprb~-;

ducing a property and subtractlng

existing depreciation

- & " * Capitalizing the net income pro—

o duced by a property

* Comparing the ‘property with recent

sales of 51m11ar propexty ir-ﬁwg}
. -

/0

Note: Later 1n“»“the course{'the three

. approaches will be described in detall
The importance of this lesson is to -
develop the idea that an appraisal of
real estate is ccompllshed through

® : an orderly process. ‘ )

G. Correlation and final Suggest that the students review each
estimate ‘ of the1r approaches and decide/which

opinions. Under nommal copditions,
"and with a good suppl comparable
sales, ‘the market. approach should .

R vaZue

The flnal estimate of value is never .o
an average of the three approaches

23
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CONTENT OUTLINE

af

L

A ]

TEACHING SUGGESTIONS (Y

;pg/;;ial estimate must §§’am§1y‘
' upported wftQﬂfacts and sound judg-

X
‘ment. 4 v

¢ Point out to the students ‘that upon.-

’ completing an appraisal they will
rieed to write a good narratlve report
for it.s This .report should speak for

"1tse1f .
. LR
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' ey - . e
e _ {’ a ' Lesson S , r. e . ‘
Area, CLty, and Ne1ghborhood Data and Thel; Analysis
t : . ' SN
\  OBJECTIVES = ! a

1. To develop an awareness that d‘property cannot be valued separately
" and apart from its neigRborhood, that*real estate is a fixed entity
and its market controlled to a laréaddﬁgree by the §pc1a1 phy51ca1

. rc1v1c, and economic act1v1t1es of its ‘immediategenvirons . x. -
2. To list sources of pert1nent information and to show how to coIlect

. o and anal . data abqut a local area e -# N
» _ , - ‘ coen T
 CONTENT QUTHIRE~ ~ § ACHING SUGGESTIONS S :

. .
v

T. ~\0véf?£;w of Lesgon ., * Since peqple create value, it'is
~ . - essential that the student Have-.some
oo : ~ understanding of how people live in
‘o S - their respyctive communities and -
T T ot ' - neighborhgods. - Suggest a review of
¥+ ' . .. the growth of their own community.’
- . ‘ When did the first school,. the first
. . j . chturch, the first bank, the first ,
N, N I~ ) ' museum and- 1brary come into ex1stence?
i oo ' " What people Ho and how they live' S
Ce . creates value, : '

c -

. - develop an understand1ng of the

\\\\\ R L gnstant changing of tihre forces that
PR R L. : “  _create real estate.values. A real

- i : - Ty ' estate appraisger must ~aware of

L -

O b oL . 5 i; o
R ‘ Lo o ‘\\;sPhys1cal character1st1cs : - . :
T S S ' ., *:E¢dnomic conditions o \«v
- % Civic activities
* Social organization of the area
being studied -

P

B. References Ref. A,* Chap. 6.
" ‘ Ref. D, Chap. 5 and 6 -

C. Assignment Have the students write a narrative
report on the local area (city,
L village, or town) in which their homes
g are located. This should be the
' ‘ -* beginning of a continuing file on the ;I
history and.gfowth‘of their own -area. -

*The full citations for these xeferences are given on page 1.

‘ ‘ S
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:k' . ) v . . k' ., : )“ . R St . ‘.
" CoNTENT ouTLINE " TEACHING SUGGESTIONS - o

L4

5 1I. Physical Characteristics - ° Start with a limited area aﬁd.obtain: T

. - * A good general map (Many gas .,
) o stations furnish street maps.) o
o o ; ' * A topographical map of the area E
L, N ., (Stationery stores stock thesel) -
S ‘j o - # " e Amap of sghool d15tr1ct§ (From
X AN T , e the superintendent of scRools)’
R - s ' 'Kf .. * A map showing fire districts  (From -
S - . R "~ the fire' commissioner) 7y T
‘pr ‘ B ' s ’ A * focate railroads, r1vers main
-?fi_'”. - A hlghways, and - superhighways” '

14

i .t . III. Economie Conditiops Most areas %ave % Chimber of Commerce . .
o lf.jjv;_;f“_" oy, EJ " ‘that collects data and prints: reports‘ S
' ' : B ofi: .- : , -
AL e R U e Number of industries o S
S N U , * Number employed by each =~ #'~ T e
T T * Total employment, etc, v“' e
v S ' § - . - S
' .. The New York State Department of S -
3 “Commerce publishes. economi ¢ dEtalls ey
N by count1es.}h - i
. . : . > 1
S . - Learn the hlstory of 1ndustr1es 1n : 2
oL ’ your area. Talk to, 0wneri oTr managers ' '
_"é§\‘\\ R . ' - to get background materia Most
= : BT ' - industries will tell you ‘the to
. L - B amount: of the1r payroll,

ISR S : : ® - Try to f%%? out which way the economie

: : ‘ ' : ' pattern of your area is- developing. .

L . 4 : - Consult the local real estate board ] -

T ‘E“/(ﬂ T - as to the cond1t1og of local market _ o
T Do homgs -sell.fast? Are there more .

FE ” : homes ava11ab1e than there are buyers°

u.

ALY

IV, Civic Activities o D1scuss the types of county, town, and
: ' village government in your area,

How do your schools compare with those
in a3301n1ng territory? Are new
: : . bu11d1ngs needed?
. E . . . a~ - .

: : : What' us your current tax rate? Will
it go up or down next year? Compare
- ' ' 'rates fOr the;past five years.

T "7;:1' RS gl b '.',A T —What_( l s ,th.e equa'll zat lon ratg fO‘r yoUr T I T
? counity, city, or v111age° Obtain this
from the asaessor s office, .

Lo 26 :
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CONTENT ounma ST TEACHING succssnons

. < AT What is. the bonded 1ndebtedness of your.

___ e ‘ e e e , N s\ e ,’..;?l '_J.v PES— v;. - -_‘v‘._area? Are ﬂew bond __1Ssues belng_ _— ,_t_z.AA._‘_,._._...__, I
A g:f__:.., “plmmmv : o

e T 0bta1n data on your Water district

I and fire district. A;e they satis-.

faCtory’ T

1.

2L Do you have a zonlng and plann1ng A
N : a comm1ss1on? L _ .,5«--
V. Social Environment. - Make a 11st of !11 churches synagogues
: ' (. - ' socigl organ1zat1ons,,and other
- : ,'s1my%3r organrtations 1n your communlty _
o : E .. * Howmany churches in’ the area are 171,;'
. T v activ@®? o , :
- ' : - e Is- there: a ‘mus eum or qxt center9
" . R L Are schools. active 1n commun1ty
o ] = C affa1rs° Lt .
A welldroumded commuplty is a strong L
~ factor in. ma1nta1n1ng rea1 estate '
o values.,..' :

" VI. Area Details : ‘ , 'Deé1n1t10n of'nezghborhood “an urban .
e - - . or.suburban area exhibiting LEairly T
' high degree of sxm11ar1ty as to. . ‘.
: . o ~ " .housing, ‘tenancy, income, and population - -
R R ' characteristics. A: ne1ghborhood may .
' ‘ ' be res1dent1a1, commerc1a1 or 1ndustr1a1

Ty

~ . C -

A. The neighborhood _ Have each student def1ne the ne1ghbor-

' o hood in which his home is:located.
He* should.lnclude the folIbw1ng
" ' ‘ ° Its physxcal boundar1es v

B s » o Its size“and“shape’
. s '* The price ramge- of its houses
- . - © . » The income range of its people
L » Whether it is a separate unit or
s : BT S {_ part of a larger area :
' ; . The rent levels

Have students note the forces that - .
might make-a change i thejir neigh-
borhoods. Suggest that they look for

ed in uses of buildings, such as ,
ivate home to a rooming - "

3]
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TEACHING SUGGESTIONS

. Local banks, and sav1ngs and loan
_._associations _ . .
* Gas and. electr1c COm§§§1es
e Real estate brokers R S
- ¢ The local 11brary K A R
¢ Chamber of ‘Commerce . = - o
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. S Lesson 6
v 1 , S1te Analys1s and Slte Valuatlon

OBJECTIVES
‘1. To set forth reasons for d separate valuat1on of a s1te and the way

1ts~va1ue is affected by ‘the. relat1onshrp of the 51te to 1ts nerphbor-_n,n

.. hood - : . ,
2 To prov1de students Wlth the data needed to make a smte ana1y51s TR T

.

CONTENT OUT INE S TEAQHING surcssr&ons
I. _‘Overv1ew.of,Lesson; s | 7_ In the' appra1sal of real estate a 0

' standard procedure’ is-to.value. tﬁe R
S o land and’ the’ improvements :as - two; separate”w-ﬁ
T *_'_"'3‘ ent1t1es. ‘There are- many. sound reasons -
R 1f' .~ _for. such a d1v1 ion;-One Jof the most [
o A L va11d reasons is. nthat the 1mprovements
-~ o 2. . 4 - are always sthect to., depreCIat1on ‘but,
' e o S - land tends to be fairly constant.- ,
, _ o . Land may, however, apprec1ate 1n value
§§ A R .zIn the valuat1on of real estate,hthe
. " o s - land" 1tse1f is: consxdered firsty, S
' ‘ =+ .. separate from' any 1mprovements.' ‘The st
. 1and is considered: to be permanegt = - °
o - " .and majntaifs. it$ ut111ty regardIéss.
« . of time. .The 1mprovements, however,
‘ are- cons1dered to be non-permanent
and will vary in value' according to
their age and cond1t1on,.and other

e R K A e . -«
LS o S TR P SV —r<-‘.--<q-e<<<<—<-f-actorscmq—q<u«-<¢«- T o T T

R . "

A. Purpose_ | o 7 To understand the phrase "Under a11 is
‘ ' the 1and "
B. References : ' _Ref. A,* Chap. 7 and 8 . .
' Ref. C, sections on abstracts
Ref. D, Chap 7 »
C. Assignment ,  Have the students devélop a written

. © © .. appraisal of the land only, in the
: : property the student is required to
M - B appraise for this course, using a -
y . _ . market approach with at least three '
>.. . comparable sales. .

L .

- N . I W )
- *The full citations for these references are given on page 1.
. 5 . ) e ' . . .

N
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comm' QUILINE  ~ ~ °  TEACHING SUGGESTIONS ..

_u._sno_nata—ueema., R s —
Y R , s .
A l-ezal descripti P A gk student toa.’aseun a copy of "_‘"""-”'“
" ‘ : - the deed - to the property he is to .
l Deed et appraise. If none is- already availa‘ble,

a copy may be obtained. from the County.
' Clerk's Office. This is a good time RSt
* to-explain. the: filing system of the S

- County Clerk, - . L SRR

. : ~ A Bring to class a copy of a simple X
- - ~deed. Explain filing ‘as Liber -
page . 5 Cross indexed by\grantor

andgrantee.-.‘*' S .

e 'l'he deed sets forth the legal de-
A .o - " scription of the boundaries .of the

’ - ' property.. Try to obtain a-copy of a
- BEET. fairly simple- description, but one.

. C o ~ that contains a few restrictions. that"
_ : - ' W ~ " haye been imposed. ‘Discuss the effect
.(if any):. that restrictions might have

on_the value. SRR _ ,

2. Abstract of title 0btain a short abstract of title of
: ' the dbove deed. and’ explain to'the - -
, class the need for and purpose of the .
abstractd , . _ o

* B. Physical data . : Bach student should make a plot plan
) ‘ - (to scale) of the site he is appraising.
Data can be. obtained from the ‘deed or
from tax maps in the assessor s office. o

. The students should be aware of .the .. e e
pography, shape, area, soil,and L '
oil of the site, and of the’

» L utilities serving the site. LT
C. Relation to neighborhood - The site should be described in re-’ , 54
D ' . ‘ lation to ‘the adjoining streets, lots, o
' "and alleys, and the traffic _pattern - - . . -

"in the neighborhood. What are the
land inq:rovements on the site?

D. Highest and best use ‘ Bach site must be analyzed and valued

’ ‘as to its highest and’ best use. Per-
o S haps residential property is just that, -
- ‘ o - but if changes are taking place, it

may not be. Suppose a corner site; »
improved with a one-family house, is
zoned, for comercial use.. What would.

30
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0 | CONTENT OUTLINE - %TEAcg}NG SUGGESTIONS

— ARt -*—j“~—_—”rts*value'be*if“the higheSt and best
' T . - use were -for a*store or a serV1ce ‘
e : "';:,’f <? statmn" EE J T e "
E. Purposes of site valuariou + Mo t/assessors value 1§Qd and bu1ld1ngs-
: <l gyr tax purposes.  If bu1ld;ngs are’
e

o e stfbyed by fite, QISeparate value S
RS O , . _
PO must ‘be obtalned // _,.,\_ .

h %ﬁu

4

; frf e1ther the: 51te,value or b 11d1ng o
- I B value is obtained by compar1ng\W1th

¢ 2 P similar sites or bgild1ngs, itiis

T Sk %g§s1ble to develp a property value.» .

A 'f“{ i A’ ' ':lWHen property 1s'taken by emlnent R
_,{g RPN ' rg.dgmaln, it .is’ necessamy to have A ,
SEY ( oo * 'separate valueg for: land and bu1ld1ngs.\,m§§%4
III. Site Valuation o “:l::}~*[5]*4.:’;l[ AR
A. Market data,method The market data method is a prefqrred
. : e . method. : This calls for a* study and -
1nvest1gat10n, and ‘a recording’ ‘and’ S

comparlng of sales of comparable 51tes.'
. , . Each student is to f1nd at least -
- - o - three sales of vacant sites 51m1lar : o
, ‘ to the one. being appraised. These ‘
- e ' - sales should have occirred within a
B : reasonable time.- Have all the data
, ' recordéd and. attempt. to develop a
valye by a study of these sales. Be.
surfe to have the student understand
what a bona fide sale ‘means.
"7 .7 "B. Land value by allocation = - There is a ratio between’ ‘the value of
’ - R .the building and the value of the land
. " upon which it’is fixed. - National
Y - ' estimates give an average ‘of 17 percent;
' : .- that is, the land value is 17 percent
h ) _ o of the total property value."

AR Have the students locate a ~development
’ B . .".where the prices of vacant sites and
’ - of improved properties can be obtained.
From this information have them
" determine the land value by alld/at1on.

Ask the students to obtain the assessed
: values of land and buildings of
Ve several comparable sales. Study the
~relationships among the sales figures

31
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 CONTENT OUTLINE . *° - = TEACHING succasnons |
‘ R L ﬁ." o
TR e Sy ""?«Zﬂ‘ : to see if they support the market for
v IR ) “land. value. - This method can be used
e ,_)}-_‘on1y’when assessors“are“tonsistent“f“”“ff",;;

and re¢liable. - Qther names for this

. L - method of lan valuatxon are abstractzve "
- N ', and dzstrzbu11ve.., S , :
"( v T . ‘» ) ) -_ g ' l‘ o ) v, ; - .
'C. Deyelopmental method - - - ib is’ method ap111es to. undeveloped
2o Lo land while it does not have -as- much

we1ght as the method of sales of R
comparable lands, it is often used as- '
-8 supportlng factor. S S

. ‘ v.l;.When'used L ‘j‘5"'ii;4-;The developmental method is- used when .
R P ' '  vacant land is subd1v1ded, 1mprovements -
. T - .-'f1nstalled and some:sites sold or.. - S
- . R ’ o held in ant1c1pat10n of sale. j; S g
" 2. How used f.‘ " The steps 1n u51ng th1$ method are.tf

. * Check to. see’ that. all governlng
| . authorities znvolved have approved
~ the: plans.» ‘

e 0bta1n the costs of maklng‘ mp
_ - - .ments$ from- ‘the .developer. . Check
. L ‘them agalnst a competent authorlty.

N | | . . Estlmate the value of a typlcal lot.
’ - "~ <. (This should be supported by the ‘
markét ) .

* Determine the total expenses ‘raw

' Do land plus interest, taxes, advertlslng,.
’ o _ ... and profit. ' Allow for t1me lag..: e e
. Bstlmate the number of completed

lots which would .give the maximum

return from the sale of all lots.

Subtract all costs and the result =

should be the value of the raw land,




~ Lesson 7 o ' L
Thé Cost. iApproach, ST L

: OBJECTIVES o ' ‘ .
1. To demonstrate the basic pr1nc1n1e of substitutlon and 1ts ‘-” -
relationsh1p to cost - o .
2..To examine the different methods of est1mat1ng the cost of a new_[”_' T
) : burld;ng and what. const1tutes d1rect and‘ind1rect costs RO

CONTENT o T Y TEACHING succssnons SRS OPRES

..

,1.' Overv1ew of Lesson : o The pr1nc1p1e of subst1tut1on aff1rms
' . : : . that ‘the maximum ‘value of: a: property
 tends to ‘be.set by the cost of ac-.
. . — quiring an equally des1rab1e gpd
,o . N .. valuable substitute: property,- all -
- S . . other factors be1ng 51m1lar._,,,

r'

¢

S ,"The cost, approach is’ one method of}._uf"'
- 1nd1cat1ng the value ‘of. property

‘A person 1ntend1ng to buy a home L
decides’ on his: basic needs for ;*ﬂ:'v
example “bedrooms, 1% . baths ‘2-car -
garage. -He. ‘will- probably 1nspect a

: ‘ T new. home, ‘ask 'its cost and.compare it
P R _ : with others. 4t is desirable that'

o the student have a good understand1ng

of the rea1 costs of ‘a new home.~‘.

. A Purpose‘ ; " o To help students become ‘aware’ of all
CT . - ?' ' - - the" gosts that go into the creat1on
of a new dwel]1ng :

_ B. References . | Ref A Chap. 11 and 12
o o Ref. D, Chap. 10

. C. Assignment - This lesson can be made more inter-
- " esting to the students if a practical

,  example is used. ‘For example, have

them develop the cost of replacing
. the homes in which they live. They

 should also be able to measure’
_ . accurately;, using both the square
3 foot and cub1c foot ‘ :

*The full citations for these references are given on page 1.

J
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CONTENT OUTLINE _ TEACHING SUGGESTIONS, AT
II. The Cost Approach Therejafe;s?ygrdlsmethodS;of[eStgb«'
L _ o lishing_fhgrbostfoffa new,building:“““A_wwwm_“_~
s e »»“~ij*HgWever;*ifTsﬁéﬁldfbe,exﬁlﬁin@@kgpat L

réproduation medns reproducing the, -
actual structure.” Sometimes, duewto .
_ lack of mateérial or workmanship, “this .

; ' cannot be done. For the. most part,” ... o

we are concerned with replacement .. R I
- .__cost,: This means replacing the L

SR " : ~building with one having. the same -~
: : , usefulness or utility. ' Example: a oo
S S 200-yeaf-old*Vng;:ian”dwelling’to be -

-

v _ . replaced with a modern; functional - -
J , o - 2 1/2-story dwelling., . . . S
"~ A. Quantity survey - A quantity survey:includes: all mate-
R T rials for construction: how many o ,
-#, - concrete blocks; cubic yards: of o o
W concrete; ‘pieces of:lumber (2 x 10's, - R
2 ¥ 8's, 2 x 4's); how much sheetrock; -
: . , o how many kegs of nails; number of..
J ' ' heating units; how.much plumbing, =~ .
“ - .rough and finished; electrical - -
- - distribution and fixtures; quantity of
, paint, varnish, etc. Add the cost of o
' ' _ labor. ' . . .

 An’appraiser should be awaré that

. ' estimates can be.obtained from a--
' / ~~ reputable lumber and building supply

- : company for a specific house to be
) - : built; also estimates’ of costs can be
: . : obtained for-electrical, plumbing and
' heating work, and amount of paint.

T e o “Mﬁﬁy”éféﬁifééfhféifﬁéﬁéiiﬁég‘§ﬁé€ial-

‘ize in describing one-family houses
and have detailed information avail-

‘able for a nominal cost. .

B. Unit-in-place : " This method calls for knowledge of
‘ : ‘Costs per square (100 sq. ft.); that
A ) ~ is, so many squares of roofing, ceiling,
. walks, etc. It is based upon the = [
costs of installing the various o :
building materials used in construction .
of a dwelling. ' - ©o : '

‘ gz ‘ v The unit of cost, which includek : T
L ‘ - material, labor, and overhead, is ‘ : .
S y > based on the complete constructien.of
- - the walls, ceilings, roof, etc,, as
S ~ an integral part of the finished

L2

1_,:'T:‘ L i.1‘ : : o : 2}4_:, o »- ‘..":f ""_ﬁ.  , E}; a” iﬁli
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(S

-t

’

»*a~€ R « .- . building. .  Exact -measurements. must be. .. .
made of all the exterior and interior . -
= oo~ ——dimensions;~also; -an-accuratej count-“~“~~7%
) ' of all doors, windows," tr1m tc., o
e - ., -~ must be made : o ‘
1 . ., ‘ S to MR 8
- Many bu11d1ng contractors: have cur--r
f S )_’ ; rént unit costs readily i}allable.;-“-ﬁm~
- C. Comparat1ve methods: " This method is ome of the most W1dely~
o square foot and cubic foot wused. With experience and keep1ng
3 oy //J) up-to-date with costs (labor and -
- o : . material), ‘an appraiser can. rely ?n
' th1s method. o

The %ompatat1ve method calls for e
. o o measuring the number of square feet
N : or cubic feet in a given building..
- SN When the total cost of. the: structure
Y is known, it can be .divided by the’
o ' N number of square" or ‘cubic feet to
f1nd awmit cost:. . oo e

. : L ) It is necessary ‘to start from a com-hﬂ”a ﬂ”
oL . S . _ pleted house with known market value...;'g,
' “This' is generally what- it sold forﬂ

Example A 1,000 sq. ft house ona ..

100-x 150 ‘lot: sold for $16, 000 Land -

y e value is known 'tc be $2,000.° This -
ket : A leaves $14,000 as. the total cost of
- ) , - the completed hOUSe * $14,000 divided
Mﬁ - : - by 1,000 sq. ft. = $14.00 per sq. ft.
B ot o : This is the unmit cost for this type of

- 3 . - house. . .

X

2 ' If the cub1c foot content ‘were- 17 500,
e e . ~ then .the cost per cubic foot would be
o £y '  80.cents®™ This is $14,000 d1V1ded by
: : 17,500 cub1c feet.

- Obtain from a reliable bu11d1ng con-
tractor his total costs for a com-
pleted structure, not including the
land. Have -the students measure

N .the house and use the total square
foot area and the cubic foot content
-to develop the unit costs. ‘

Be sure to syress that the square foot
area at ground level 1s;to be efed

EA
N
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~ : b

in  computations. If the total square
.. foot area of the total living .area .is - --— - -
. used, a different figure will result.

ITII. Cost Data ” - Students should be éncouraéed to

* - develop a cost data- file based on the
o ' different types of buildings. They
’ ' . Y ) should be aware that several cost

indices are on the market: Boeckh's,
Marshall-Stevens, Dow. Bringsa copy

of one of the above services to class”

to acquaint the students with its '

contents. . o N

. v . Differentiate bétwegn direct and in- _ ‘
' : + +  ‘direet costs of construction’? Tle : o
latter are sometimes overlooked: In- o

E direct costs include the contractor’
: - overhead and profit, architect's #ée, .
¢ : special services, taxes, and ipsfurance

-and’ interest over the ,period of
construction,

b )




ﬁffw. _ - Lesson 8
' Depreciation

 OBJECTIVES S o

1. To.develop. an. awareness of dbprectatton, especlally accrued_m,_,m o
depreciation, .as it. applies to buildings, and how it can be. measured‘
2. Tg;show the: forces that bring about depreaiatton in a bu11d1ng in a.
community.. - R

. ._"'". RN

CONTENT OUTLINE =~ = - -5‘“‘” '”v"TEACHING SUGGESTIONS

I. Overview.of Lesson. - ».;Th1s lesson app11es to 1mprovements
R o only and not to land. All t}ungs
& oo oo - and’ people ‘tend to "wear:out.". How B
' ' .- do we measure, the:loss-in value to
- the improvemeénts- that results- f
_ th1s "Wear1ng out," or dbprecz on?

_Deprec1at1on 1s sa1d to be'a*loss in
value from any cause, - The Apprazsal
Term1nology and Handbook YThe. full -

 citation is”in the. b1b11ography S BOSCRE
gives the following def1n1t1on*."“A ¥;;'ﬁ“f
-loss from the upper 11m1t of’ va1ue....ﬁ;g;

A. Purpose oo L In th1s course, we' are- 1nterested in-"
? observing and measur1n§/211 deprec1a--"
“tion that has o¢curred in-a structure- . .
R up to'the tige. of the appraisal. This .-
- _ _ : is ca11ed accrued deprec1at1on.'." o

"B References® 7 Ref. A% Chap. 13
: Ref. D, Chap.

C. Assignment - Have the students ‘observe and note the
‘ -different types of deprec1at1on that
occur from the time a house is built '
to the date of the appralsal Thend&
have them either locate a new, ¢
similar house, or find the replacement
cost of the home. The difference
should be the total amount of deprecia- . .
\:/) ‘ tion. Have the students ‘separate the
depreciation factors into curable and \
4ncurable, and make an estimate of the
cost-to-cure for the curable items
of depreciation. - -

*The fu11 c1tat1ons Tbr these references are given on page 1.
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CONTENT OUTLINE _ , . TEACHING SUGGESTIONS \
II. Accrued Depreciaeﬁop Qd" _ ’ _ . i . \
- A.-Physical- deterioration - “i:‘"The actual wéaring away of’ phys1ca1'““'“

property- through time and use is an
V" observed condition. The actual
' condition of the property is noted

after inspection; that is, &oof needs
- _ replacement, foundat1on wglls bulge,
- . heating system woxn out. Know1ng the
" age of a building is helpful in ,
deciding what to look for in deprecia-
tion, : -

Physical depreciation is generally
. considered to be curable and is -
- ‘ measured by several methods.‘ Cot

Cost-to-cure: If it costs $350 to ‘.
replace the roof, that is a measure
E/’_ of depreciation. A saggtng porch may
need new underplnnlng. e
! : ’ Cost to replace is another measure of
' depreciation. It may be necessary to
call on experts to find the cost-to-

' v ' 3 ‘F(‘:Ul'e. | ) l‘ U R 4 g&; ‘

.- There are conditions in ar lﬁer o,
structure that would be too™expensive
to cure, such as light or weak
structural members that cause the roof
to sag and put the building out of ..
11ne. :

"

B. Straight-line depreciation Straight-line deprec1atlon can be:used
TToen e 7 Tas follows: Suppose a house is § B}
years o It might be usable in afs E
pree;g;jzond1t1on for 25 years. Itv ‘
- has -16st 50 percent of its value, '
percent a year for 50 years,
C. Functional obsolescence Functional obsolescence is a loss in
: value from the cost new, as of the date .
of the appraisal. It is caused by an
over1mprovement (massive structure,< .
extremely high ceilings); or by under-
Improyément (no closets, inadequate =~ @
bathrooms poor room layout) .

- -
)

v . ' _ Functional obsolescenc ay be. eurable -
: or incurable, or cural ld*but not eco-
nom1ca11y fe351b1e.

38 R -
32 o ]
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’

D. Economic depreciation

-

¥ .

. | . .
TEACHING SUGGESTIONS

‘If]thq obsolescence is curable, 'then
‘" the cost-to-cure is a measure of the.

~-depreciation.-I1f -the-functional-- - - -

obsolescence is. considered incurable,
‘the depreciation can be measured
through the loss ‘of rent. Example
What rent would the house bring if it
were not obsolete? The, difference ,
- the depreciation makes in the rental -

.

.income.would. beﬁxhe,measure of the WW?M%&

deprec1at1on ' A

Phy51cal and funct1ona1 obsolesqence
. -are considered to'be within the
bu11d1ng‘1tse1f and are said to be
indirect. Also, they can be: classed
- as curable or 1ncurab1e. C ,

One other type of deprec1at1on--
economic--results from conditions

outside of the. bu11d1ng itself; for

a Junk yard starts. next door, the-
“zoning is. changed to a d1fferent use,

* . instance, a change in the ne1ghborhood:-

dwellings in. the .area become neglected .
‘and are not well: malnta1ned - This Lt

- ‘economic deprec1at10n is cons1dered
to be incurable and.can only be
measured by a loss of rent factor.

Where cap1ta11zat1on of rent loss is
considered the measure of the depre-
ciation, the students should be able
to. use the follow1ng method:
~Suppose the market value of the .
property is $10,000, and ‘the monthly
rentsal $85. If a similar property
rents for $90 ménthly, the differen e
in rental can be considered deprecia- -
- «tion. *To estimate the dollar value of
this depreciation: divide the market
value by the monthly rental (10,000 #

85), which yields a factor.(117) talled

the gross monthly multiplier (GMM).
" Then multiply this factor by the

difference in rental: 117 x 5) to-

“derive the est1mate deprec1at1on

($585).
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' CONTENT OUTLINE o TEACHING SUGGESTIONS &

-~

III. General Measure of Depreciation One of the best ways of oﬁg;rving the .
' -~ results of depreciation is-to actually - -
--observe-what simiiar“houseswqre“”““"'””’”“”'“”

selling, for. The differences in - }

prices paid can.be attributéd to the

amountvof accrued depreciatlon that )
‘ exists at the. time of the sale. By . - .
4. : gbserving the different kinds of .
i L o depreciation, the.student begins to
WEaE : understand the importance of being
: ' ' able to see what changes have taken
- place. More important, he learns how
- . - to place a dollar va%ue on the deprecia-
L , tion. A L
v T
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) Legson 9
N\‘—\ Market) Approach

OBJECTIVES ' - A
\ 1. To show how the real estate market 0perates L —~
T 2. To inform students about the characteristics of re51dent1al propert1es
o - that are used for, comparatlve purposes, and ‘to establish a’ systematlc
.and orderly procedure for using the market approach. . &

- 3. To.demonstrate the - ‘relationships among thg three approaches to value -
used to 1nd1cate market 'value Lo . D
CONTENT OUTLINE o ; o TEACHING SUGGESTIONS L

‘ - : : RN
I. 0verv1evf'of Lesson . S '.PeapZe create value., An appra:.ser L

: . must- understand what 1nd1v1duals do

R , when they buy a house what. they say, R
R ’x what they don't say, their final- o
s ~ 'selection after look1ng at many homes. s

determining the. forces™that. create - .

(’\ ‘ ’ N value. "The 'same facts ‘are- needed to ‘,
S e o de;gmne the ‘value. of industnal or
réial propert:tes, although the |

. , L, ’CO
: \ o .latter are much ea51er to deternune
A. Purpose S To study sales of 51m11ar propert1es ‘
; o ‘ that ‘hdvé’ occurred within ‘a relsonable
' : time. We should knowas many facts
es{‘ about each sale as is reasmably
o : *7 . pessible to ascertain. .We should be
' ' o able to relate all data obtained in
K the market to the subject property.

. * B. References " .+ Ref. A} Chap. 20
: g Ref. C, Chap. 3
. -~
~ . - - » .
- €. Assignment . Have students obtain all data available
on at least three comparable sales. “

If they live in an area lailtung in
such sales, have ®hem inves igate a

! _similar area in a ne1ghbormg 4
\\ community. ’
II. The Market Data Approach to Expﬁin briefly the market data ‘
Market Value a - Gpproach: the buying public tends to
' - : * set the market value by comparing the
different houses on the market.
" "The full citations £or these references are given on page 1. ' -
»:_-’ a \3 ‘ S . 35 N R )
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' CONTENT OUTLINE S o TEACHING succssnons

AT S [ 0 Ask the students to llst somé‘bf the o
T ' o K ~ important characteristics .they should:
. N T » - look for in buying ‘a’ three-bedro&h,'- e
ot g S " 13s-bath dwe111ng.j Put th%kllst on. the ,‘{j
L o ."_chalkboard "'x,” . : i

Revzew tne prmnczple of'substztutzon _5,'tl*
+~ and discuss, Aty app11cat10n‘when a
~ u 51ng the market approach

~III. How To Use the Market Approach. - Ask the students to find at ieas S

C . T Co . three comparable sales they coul fuse 1?’;]2

to.develop a market value for. their.. . .7

- . own home; iAssume they are go1ng to v,.f*;f‘
e }}Sell lt.' S, S B PN .

" A, Comparing pibpertiess‘”l. o "Have students 115t the 51m11ar1t1es

SR RO 7 and differences’ between ‘the. comparable [ !

_ home and thelraown home ‘that is, a =™ ..
.. ‘one-car garage Vs, none, or a two-car vf DAt
o garage, a one-bath vs.. 115 bath etc.

B. Making adjustments for uSales should have occurred w1th1n a

‘ x - variables . reasonable .time, say one year. - If.
! . S : .. ° sales.are two to- three years old,
' . - find out what has happened in the

_.real- estate’ market during’ that per1od
. Has it gone up or down?

Sometimes - dlfferent locatlons reflect -
s - different values., . ‘This difference
' . : ' generally is reflected in the land
W \ : . values. Try to find sales of vacant
’ ' ‘land in the dlfferent locatlons ‘and
compare them. :

C. ‘Sources of information: The beglnner tends to have d1ff1cu1ty
' finding relevant information. Ask _
students for sources: - local news
. items on sales; listings from the
' : real estate officés; local maps-
~showing streets; zoning, etc.

If possible,visit the county courthouse
record room to,see how records’ of
real estate trhnsactlons are kept.
You may ‘wish to invite a local realtor

or mortgage banker to discuss this
matter with the class.

.'% o :- , 1‘413_1 : - .
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MNT OUTLINE e TBACHING SUGGESTIONS »

i

D. Data fllG’ R to- .
Y ' R orderly imanner’ the. sales. of re51dent1a1
: o w«*properties in théir- comnmnlties that.
“have occurred wnhrn the past - few -~ -
. ’yea¥s,". List them as.bungalows, one- ' . =
L 'family, two—famly, ‘etci; - algo, list - - !
" them’as to location:and price range.: . & -
-.Thisis a beginning for” the student
~.who: mshes ‘to- further h:.s. appra1sal

,_." e IR expenence. S
E. ,R'entai ',ml‘i_ta S e T "-The rental values
L .. .~ . propeFties are: good. ﬁghcators of .
L o © .. - value, -One: of the guide posts often i

.+ used, for estabhshmg -value-of rental
' ',;homes 1s the gross monthly" mu1t1p11er

N ' 7Exp1a1n that the - GMM is @’ re1at10nsh1p
- o ' ) " . between the monthly rental of ‘a e
'3 dwelling and ‘its sellmg price.  For.

" . ‘example, a house renting: for $150 a

< ‘month sold for $15,000.: The ‘GMM is
_ 7 .100. . The markeét may show a~GMM
\ : : rangmg from 80 to 130 '
Iv. Additional Factors ‘ Ask the- students to llst cond1t10ns ‘

that .could vary the market value of
.any residential property; . Develop ‘a

discussion of local and stage -
, economic conditions. What- happens to
. e R rea_1 estate values when such conditions
Ve RE . ! change? What happens if a ‘change of
n1ng occurs? Does it affect value? -

v . _" - How does the effect of a declmmg
R e ey <. neighborhood change the- valug of ‘real
T ‘ ‘ - . estate? o N
V. Simmary - oo - This lesson is one of the most ax.mport-
R ~ ant in this courses .The forces that
L L : create value in the market are con- N
. - © " stantly changing. A careful study of
' : thg -reasons why similar properties
: 11 for:different prices - might develop
T . an appreciation and awareness of the
' umqueness of the real estate market.

Try to limit the number of comparable.
_properties studied. Select three to .
- : M support a market value for a selected
I dwelling. Use photographs and a map,
: : -rentals, assessed valueswtaxes, etc.
to support a market value.
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o : - Lesson 10 ‘
e _ .- Income ‘Appr_oach ’

’..

OBJECTIVES - R ' :

1. To emphas1ze the sign1f1cance of the income approach in relatzon to

the commercial real estate market, and.the relationship- between the
property. and its ‘earning capacity, rent, and other income -

. 2. To enable students to: analyze the expenses. allocated to the real
' estate, and to reconstruct expense statements as usually submtted
N _ by owners : : ( y ‘ _ ‘ .
CONTENT OUTLINE o ' o _TEACHING SUGQESTIONS
3 IL" _0verv1ew of Lesson : o Income prope 1es are those that are A
: - , N 4 expected to have earmng capacity.
. T - In other words, they will’ producg an

inCome over and ahove the costs to the
~owner. We must be aware of the’ duratlon,
cw the quality, and the quant1ty of th1s "
' 1ncome stream. .

_ . Most buyers of i‘ncOme-prbducmg real
- estate are primarily:interested 'in the
' : ! - ... net income the property does.or can ’
e e e e - producei——It- 1s~1mperatrve*that‘ the ="
' students be able.to analyze ‘expense '
statements and develop thé economic
rent that a property can produce. :

.- The 1ncome approach develops a value ‘
.that is the present worth of future
rights to income. ‘The student must
be able to recognize the need for the
continuation of all the forces that
maintain the value over the predicted
life of the property when appraised.

A. Purposes - ' ‘ To develop a knowledge of the usual
' and reasonable expenses involved in
the real estate: To be able to
analyze the income and expense state-

® ments tl‘at produce the net income, and
’ to have "a'working knowledge of
- ‘ ’ . interest rates,. :
B. ‘References . Ref, A*Chap. 15, 16, 17

Ref. C, Chap. 23
Ref. D, Chap. 13

'_The fall citations for ﬂ1ese references are given on page 1.
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CONTENT OUTLINE

C. Assignment

)‘, &
II. Rent

. A, Economic.

B. Contract

III. Gross Income

TEACHING SUGGESTIONS

.

Have the class as a group work out a

- gross income 'and .expense statement
T for an 8-10 unit apartment house.

It is important_ at this sts

students recognize the cerg@eristics
of a bona fide gross rent,_lad an
- expense account. L e e

" Economic rent is that rent the bu11d1ng

should bring in. the open market at.
the t1me of the appra1sa1 ' o
Students should be aware that the °‘

cOntract -rent- (the actual: rent) may’, .

" be higher ‘or lower than.the ‘economic.”
‘rent, MAsk - them to find out the. monthly
rental for similar apartments in a '

- similar location. They should. recogn1ze

what the economic rents should be foz
that type: of 1ncome-produC1ng propefg;.

Contract rent ‘is estab11shed by a -
- lease, and is legally binding.

~ Gross 1ncome'1néludes'all the income:

IV. - Expenses

.

garages, automatlc washers, park1ng,
etc.

‘Have the students obtain gross income
statemedffls from actual apartment
units. The only charge against gross
income is a percent charge for vacancy
or a collection loss. This ‘could vary
from 3-7 percent. The history will
indicate such loss. The final product
is kffown as the effective gross income.
Expense statements presented to the
appraiser often include items that are
not proper charges against gross
income. Items such as interest and
mortgage payments are not charges
against income when the expense state-
ment is used for appraisal purposes.
The property is appraised as though it
were free and clear. 6 -
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| CONTENT OUTLINE = *xf---.-;-NTEACHING SUGGESTfONS g
T "1‘1,¢Have the students ‘make up a 11st of
' . ~+‘what-they think should be ‘expenses fbr
C an 1ncome-produc1ng property.v '

V. Reserves = . . - Items\such;as roofs heatérs frzg-_A
" N . . erators; dnd stoves tend to ha e
e e shorter 1ife- ;han the: bu11d1ng., It 1s
- ' e ‘considered necesqary ‘to set up a - ‘
SO o ' 'reserve account’ 0. replace 1tem5 as o
kS - '“__Qm"‘-mwwurwm_' - b R

';.Have students work outwawllmple
problem: . . ?gfrlgerator with a’ 10'
- year life costs $100. Set up a’ - 7 L

. reserve in the expense column for. $10 wf
. per year.p Repeat for other 1tems. :

VI. - Net Income and Market Value . ° Th1s is a_ rather compllcated procedure. o
T Perhaps you might ‘only. try to present .
5 g - . a simple procedure, cib1ta11Z1ng net
’ - income to determine value. ~A thorough
'.explanation calls for additional
knowledge ‘and. ‘experience. on interest. -
rates and cap1ta11zat1on. S

'.‘The net 1ncome has ‘a def1n1te relatlon- SN

orumo., . WX:  .ship to value.. Example: An apartment

e having a nef'1ncomq.pf $5,000 when = -
capitalized at a proper rate, say 10

, -+ pertent, would indicate a value of

' - $5,000 dividedLby,plO = $50,000.

VII. Capitalization Rate A capitalization rate is ‘made” up of
. an interest rate, say 6 percent, the
rate the money will earn in a normal
, - 3 market, plus the recapture rate.
- L . , ‘Since a building is a wasting asset,
an amount must be recaptured from the
annual income. stream. Example: A
building mlght produce a regular inconte
for 25 years and then need considerable -
.work. Then a 4 pertent recapture rate
should be used. 100 divided by 25 = 4,
The total capitalization rate is
therefore 6 percent interest plus 4
percent recapture rate or a total
capitalization rate of 10 percent.
- 4 v
VIII. Conclusion : It is well to reming-the students that
the market has-1€S own rule of thumb
in the sale of income-producing
AN . property.
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" . CONTENT OUTLINE «&; Tl TEACHING SUGGESTIONS -
. N _--Us1ng the pr;§1ous example, the
. . e o . ‘apartment has a gross income of
' - com P $10,000. The market, say, will pay
. 2 , five tlmes.the gross. inéome or $50,000.
'¢:'These gross mu1t1p11ers are found in -
) the market. _ o

o R "The market may Use 2 net mu1t1p11er.h O
L T in this case, 10 would be the o
R T __mu1t1p11er.~ :

N
[
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\“ - Lesson 11 R
o . Fmal Estimate of Valne
o e e
_ OBJECTIVES R . ‘
.~ 1..To develop an appreciation of an orderly procedure in the,appraisal
. process A
2. To draw together all the facts and opinions gathered in the apprusalv
and develop a final estimate of 'val A 4; 2

CONTENT OUTLINE - _‘ TBACHING succasnons

) I. Overview of Lesson - , ,The final estimate of the value of
: . sk . ‘property. is ‘the result of an orderly ;." S
- - o T examination of all-those: factors re- =
: ' ' o _1ating to the transfer of property/

A. Purpose e To review the soet approach the

. ‘market approach, and the ingome

~ approach, ‘and to. weigh theé' advantages
. and disadvantages of each as 1t
--affects the market value. :

B. References : " Ref. A} Chap. 23

e Co ASSignment..—- : - Write—rnarrativedescnptmn' of~each ——
N ( approach, detailing the advantages— '
- and disadvantages of each. Show how
these approaches are correlated into
a final estimate of value.

Using the same specif:.c example, that
is, an 8-apartment building, have the
- students determine what measures they
would apply in selecting one approach
over an other. Students should be _ L
prepared to defend a selection based
on facts available in theirp‘resentations.
II. Selection of Approaches ] Review the value of a property as
: - developed by:

®* The cost of prod?:tion
¢ The sale price o other similar
s . . properties
S ~ * The anticipated flow of cash from
° ' income units -

"Th_fill Station for this reference is given on page 1. .
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. CONTENT OUTLINE o TBACHING SUGGESTIONS

- e /Based on ‘the appra1ser s knowledge, ‘the

o : buyer's needs, and the,manner in which

: ‘ , ' ' the property satlsfles those needs, thei _
' * o ﬁ appraiser will select one approach RO

' ) /‘ which will enablé him to arrive at’an . -

f/-ﬂest1mate of market value.,j" S

/' The cost approach usually determlnes
/ the quality of structure as. d1scussed
'/~ in Lesson:7. . No- adequate;appra1sa1

[+ . can be made W1thout a thorough examlna-h'p7*“

) _
‘Q S0/ tien of the 1mprovements, 1nc1ud1ng
g,. AP lf1xtures.w,

S T 3‘j!;%f‘ ﬂ?rtThe market approach establlshes Aa
] - Sl ;. .range of values for. comparable pr0per-h D
' 4§ . /- ties'as outlined in Lesson 9. AU

g g _./» " adequate appraisal of any- property can .

be made without giving serious’ cons1d-,
, B IR A - ’eratlon to the range. of- ‘values of
Yoo 5 © similar- ‘properties, espec1a11y 1n the
: B res1dent1a1 market..;:q,»”. Lo

v:The 1ncome approach 15 used to deter-}p

/' - e s ‘___(._“:.“:,'.,_ _‘__ﬁ . ‘. } -

mlneAthe value of a pr0perty in- termsqujllﬂ

: . VS of the income it will produce. Thls T
= o S . - method is rarely. applied to the - - .
. = AR »“appra1sa1 of one- famlly dwe111ngs, as - .

y ool o . noted 1n Lesson 10, RN o

”~

P

III. Correlatidn'ofé%mtoaches o l'Cbrrelat1on is the br1ng1ng together

: B R . ' of the results of the three different .-
%éf : : approaches in an attempt to show the
.% o relationship of the subject property

: .to the comparable properties used.

=TSy

' The appraiser must analyze each of the

S S . approaches and then select that approach
) which most nearly fulfllls the purpose

' of the appra15a1

ey

T

IV. Final Estimate of Value The final estimate of value is not
: . 3 T necessarily an amount indicated by.any
one of the three approaches. Neither

- is it an arithmetical average. It is
based on the judgment of the appraiser
as to which'is the most valid approach
to value. The final estimate of value -
is that estimate which has been most
adequately supported by facts. .

43
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Leséen 12
The Appraisal Report .

‘ v ’

OBJECTIVES : N
D 1. To demonstrate that an appralsal report is an orderly method by which.
o - the problem is defined, work is planned, and data is prOperLy

«. . arranged into an estimate of value C ,
& 2. To emphasize the need for and the use of -an appra1sal report and to
create a desire to make each appraisal report better than the

prev1ous one :

CONTENT OUTLINE B ‘TEACHING succesnons

I. Overview of Lesson = . '"The appra1sa1 should speak for 1tse1£
' : Since the - -appraisal ‘'is_the written
: R opinion of ‘the writer, it must present .
- SN .~ all the data and facts on which the
oo o T -~ opinions are based Remember, the .
' R SR v.lappra;saL»report is-often:read and
o e ' interpreted in places far distant from
SR .. the subject property. 'The reader may
M : ' have no previous knowledge of the:
property under appraisement. Stress
, the importance of a complete narrative
e e o e o —-ﬂreport-—-mcindmg-‘maps- Pplans;—and -+
: - : - photographs that present ample '
- evidence to support the opinion.

<

A R

v

A. Purpose : To develop an inderstanding and-hastery
: : - of the orderlihess of the appraisal.
a SR process. Over the years this process,
as illustrated on page 44 of Ref. A, :
has been used effectively. Page 386
of Ref, A illustrates an outline of
the process.

B. References o Ref. A,* Chap. 24
Ref. C, Chap. 15

C. Assignment _ Complete the home appraisal assigned
o “ : in this course, using the outline and

table of contents‘that\hize been

provided.

*The full citations for these references are given on page 1.
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CONTENT OUTLINE

II. The Report

A/

Property rights

Define the problem

*Identify the probbfty

Purpose and function of the

' appraisal

Date .of appraisal

Definition of value

51

. necessary to helphh;uLemphasize

support to the appralsal

TEACHING SUGGESTIONS

In review, prepare and present to the

~_class an example of a complete, well-

documented appraisal. Use either an
‘apartment house or a commercial ,
structure and go through the following
steps in the ‘appraisal. This is an'
attempt to tie in the logical steps
necessary to complete the appralsal

'Ask the class to suggest poss1b1e ways'
of identifying a.property. Be sure -

" they include: street address, deed i,u
. description, phys1q§1 locat1on, P

location by plot plan, lot and. bloqk
system, plot survey. : Suggest wheie

: such data can be fbund

' 'Thls is an 1mportantxe1ement in

appralsing. 'Stress the fact that real
ycon51sts of the’ physical -

T t -and all the rights involved.
Win”the ownersh1p of the property.

The student should clearly understand
- the reasons’ for: maklng the' appralsal

and the use it is to"serve. This: 1s,_

certain facts which will lend addit1onal 1

Stress the fact that all real estate R
appraisals must apply to a. spec1f1c
date. The forces that create, main-
tain, or destroy value change very
quickly. Give examples of economic .or
physical conditions (such as a strike,

a cyclone, or oil being found in the

" area) which affect the value.

The following definition should be

memorizeéd by all interested in real

estate appralsal It is accepted by
all the courts in the land: '.,..the
highest price estimated in terms of
money which a property will bring if
exposed for sale in the open market,
allowing a reasonable time to find a
purchaser who buys with knowledge of
all the uses to which it is adapted,
and for which it is capable of being

used."
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TEAGHING susces'rxous

Ihe data collected from the nelghbor-
hood, —area, the czty, dand’ possibly .
tate is all pertlnent to the -

" i§sue. This data can ‘be interpreted
by the reader to support the’ opinions -
“of ‘the writer, This data is’ one of

, -~the forces that create,,un.~ ;

R destroy value..u.'-~ :

I S IR, _ fcost, market,and 1ncome.. 1f for any “'

O S N . -reason one approach is emztted.the
' Lo o -_reason should be clearly stated

"~ -1, Correlation’

‘gnd Final  Final statewdnts should be’ a.mply
- . egomclusion)’ = :

-supported: ‘with. sound reasoning. -
~Provide a-good correlat1on, read it -
" to the class’ and explain 1ts strong

-

, . : “points. .
J Underly1ng and cont1ngent _Certa1n facts and data pert1nent to N
condltlons o ' the appralsal are furnished by others..
' .. . .. ' . The appraiser states that' these are

. ‘assumptions made by others and that -
‘there are tertain contlngencles.‘

IR A o B Explain what .these assumptlons and .
S , - R cont1ngenc1es are._ ",--..,
K. Addenda y ,hg._;;\,WWMMThe addenda ‘should 1nclude all the,w;kmf;w

additional supporting data the
appraiser deems pertinent: maps,
photos, plot plan, floor plams, etc.

46




AN . '*
BIBLIOGRAPHY

~ S

American’ AssOC1at10n of State nghway 0ff1¢1als. Acqu151t1on ‘of rlght of

v way. The Assoc1at1on, 917 National Press Bldg., Washlngton, D C..,20004 o

\ .- 1962, S ‘.. v

Amerxcan In5t1tute of Rea1 Estate Appralsers. The- apprazsal of reaL estate[ n

Sth ed The Instxtute, 155 E §uperior St., Ch1cago, Ill.. 606lh 1967

Appraxsal termanIOgy and handbook' Sth ed. The Inst1tute, Chxcago, .f

_111.' 1967,
.« Real estate appraisal"[SilvereanniVersaryTPBPers; fThefInstitute.n
Tlcago, 111. - 1958. ST T TR T

e . o . ',"‘ v. B

e
Amerxcan Socxety of Appraxsers. Appraisal and valuation manual ‘The

Society.. 1101-17th St., N.W., Washington," D.C. . 20036.: 1965. (Thls pub-g;.Q
‘11catgon was 1ssued annually between 1956 -and 1964 except that one ‘year . - -

RN

.. Babcock Henry A. Appraxsal pr1nc1p1es and procedures. ,Hqﬁeﬁeod;«lfl;"

’ Rxchard D. IrW1n.. 1968 R o L "“‘,' e
Bartlett, C. R. Assessxng and the appraxsal process Internatlonak' .

Association of ‘Assessing Offlcers, 1313 E. 60th- St., Chlcago, 111.< 60637

e 1968, . , RN )

:j\\";;k;;,l t'f

 was dxscontxnued )y S LT e B

]

:;Cadwallader, Clyde T. How to deal in rea1 estate. EnglewéodrCIiffs;-N,J."':“

Prentice-Hall. 1955

CrOuse; Earl F. § Everett, Charles H. Rural appraisals: ‘Englewood Ciiffs;
N.J. . Prentice-Hall., 1956. ' St o s )
* oL T ' _ AU T

Downs, James C., Jr. Principles of real estate management; 8th ed.. Insti-
tute of Real Estate Management, 155 E. Superxor St., Chicago,-I11. 60611.

1964

Kahn, Sanders A. § others. Rea1_estate appraisal and inyestment. "New York.,
: Ronald Press.. ‘963 , : - ' . B

Kinnard, William N., Jr. Industrial real estate\\ SOC1ety of Industrial
Realtors, 1300 Connecticut Ave., N. W., Washington, 'D.C.. 20036. _1967

Knowles, Jerome, Jr. Single family residential manual. Amerlcan Institute
of Real Estate Appraxsers, 155 E. Superxor St., Chicago, Il11, 60611,
1967. -

_Kratovil;’Robert“ Real estateﬁlaw;-sth ed. Englewood°C1iffs, N.J. Pren-_ .
;" tice-Hall. 1969: ' : '

v e

47




- Murray, William G.. Farm appraisal and valuation; S5th ed. Ames, Iowa.
Iowa Stﬂge Univ. Press. 1969. - "

Ratcliff, Richard U. Modern teal estate valuation; theory And appllcatlon;
Democrat Press, Box 1148, Madlson, Wis. 53701. 1965. .

Ring, Alfred A. § North, Nelson L. Real estate principles and practlces,"
6th ed. Englewood Cliffs, N.J. Prent1ce-Ha11 1967. ,

. Schmutz, George L. The appraisal process. The author, Studio City, Calif.
1953 : ‘ :

We1mer, Arthuf M. § Hoyt, Homer.” Real estate; Sth ed. New York. Ronald
Press. 1966. g ‘ ' : . )

a
LY

Winstead, Robert W. Real estate appra1sa1 desk book . Englewood Cliffs;-
N N.J. Prentice-Hall. 1968. o

54




L2 [le.

Ao




G4

0 $10 ’

N

4
¥

A BREAKDOMY, SEFED FOR BARLL Date ol
'K T

1' ; " T R J
A~ Y
" A\
. L Vo ‘\ Dt f |‘—I
/ ‘ '/ a
'. : I v o - ; "
. ‘ ) Y - \ ‘ ..“ ‘ ‘. ' .1‘\‘\
, , | ~ ! jil i ,GY
A )
L " ! 11 ; . . —
0 l " ' r
| }/ ' ' . ? . . !,', | ‘ 5
| /' Figwe 6.8 ~ ‘5'“/ . '
; Cash'Breakdoun Sheet for Payrol + .
‘ " : ¢ | L . ¢

]
\

L4



\ , 4 . ) B Lo
. ¢ ' M
P{ \ . | . ¢ . .
1 *, ' ‘ \H
. ] N ’ “ M
’ ' ' .

e choH BAAOOW SERRORRAROL 'Date'W-ﬂé-/?r—
— “ ' R | HE e

E L |

[ Jeme ™ ] let | 0 | 0 | & (& | o [, og s [0

\

"

-

Vb Lokl 3| 1| /| &
Wttt Lkl 1 21 | 719 /| /] 2
799 |08 X~ A £ 3

. Vo
\

g
.

{7

" o8N
Gs
S~
Go
I
P
PN

!
\

- k T ) , | T
. ' » . f ; p «© ;
L A L L
. \ - Figure 6.8 . T 1900
. % » his. Key'to Cash Breakdown Sheet for Payro]l\{ o
\ | - - - C Co b |
Note: "50¢" is not included on this‘l sheet because 50-ceRtPibces are not always available at a bank, "

‘ .
. ‘ ‘ )
o 'd /




R @ .. ’ v -
’ CURRENCY REQUISITION
FROM BANK -
4
I") ‘ )
Denominatio_n , Qiaa._ntity _-Amounty -
Ll $e0
$10 -
$5
o sa
' osel /
106 % -" .
- St Al
i.t_'
Total
. N
{ ‘i‘
- = 1 A1 hd )
’ 9 Y.
- o -
; -5
y - Figure 6.9
Currency Requisition from Bank
. ~ -
t "r '
81

T,



- CURRENCY REQUISITION
FROM BANK

S S AL ¢ * , :
. .Denomination Amount.
$10 3 0|00
$ 5 109
$1 J| o0
\\?S.L 75
10¢ ~ 20
5¢ = VA7,
Y ' _ . 3
Totel - /Zvc/" 04
\ N -
W
‘o
® []
F1gure 6.9K :
Ans Key to Currencx\Requ1s1t1on from Bank
102
b g2
. TN




o / DIPLOVEE EARNINGS RECORD

{
‘l

o Ve Y ' -~ Date Euployed - Dete Termi};ated ) |
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= == Sales and Uss Tax noturn P

Under Artitles 28 and 29 of Tex Law

- Seplamber 1, 1972 - November 30, 1972
Use Pre-addressed Forn;e and Return Envelope-{Or tiling your return: o~ Tt ey C B
Keep duplicate for your fecords. (‘ ST " b o
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Main Street A N ¢ 7
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:t:.l:l“NAERSYS SZTIV!TY A ('o.nduu dollor) * B 1 /(16 neorest dollor) C - (1o neorest dolkv)
. ’ ’ . [ N
~ $2,969 . / 82,969 = »
[~ ERTTR YYPC OF Bus L3S = ?

1F this return reports sales taxes for

R . - 2 ..
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to your New York State District Tax Office on br before December %p 1972.
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/ R . ) ’
.o %4 «

, ) .



~

-~

A N

-
-

"29Q 40J UuUN1aYy Xe] IS puPr sales |e3o pue 'a:;e:;s<
3 * "Suv -

‘O0L-1S wao4 o A3y

C =

- E

8c

L

ZIE "2 D@2anbB1r]

-

[ n
§7.100 (Back) 9-72:23) I ’ State nd ocal Salu{cm&ﬂuhx ‘ | Q ( b Page 2 P,
‘ , \ v T T T
v p | TAUABLE SALEY. JPURCHASES SUBIECT|  SALES ANQ US€ ¢ . ¢ ;‘ TAXALE SALLS | URCHASLS wmml ,M‘Lls ANG US€ ¢
THAAG JURDCYON ‘ o uﬁncu,: vt Thats .‘ : nn@mlgsmmou' Ll w wts | Teust e f o\ g ,
iR '\ RPN, <[ ——— (dollors ondcems),” | € IR I’\ (hm;mv dollor} flo oot doller (dolluu mdeenn) | E |,
) ( G W g ). fo) WA o) Bl
. ey ] ¢ Qtingo 6‘., ‘ A 2 -
New York Stau 4 : A . 0002 1 Remvsnlons - excopt [ 6] . ! Pl
Moty 1 R T BTN T
L Allggony ¢ v oy o V00T st Lowoncesoneept [T ¢ ) . m|
g b L] ]l ogembeg lin) (7] oy o
Covorasgus - bucept |1 ,/r o 0492 [f Mechanfevitle (city) | 6 . Ao
Olean {21y} 7 R o Joana | Sortoge Springs (eng)] 6] o a3 '
b Salomane (efty] 7 B T Schuyler ' ! . ,‘:.0\, Rt un
Coyugn J)", ! I ! . o|ose2 [t Stevhen Sexewn 17 | ) L 48 t
Chouuqua’ 1 0602 [ Hornoll {city) ] Ll
Wjimm 7 + Worsa | St IR L <EE N
agfmw' N C v Yo suliven R Y
MChanongs b ! U T (g Tiese {6 - ] oo |
Clnton y i ., 0902 Tompking - eagept, 17 M 2 |
Ghrbin] |8 ~1 " Tiowalf Whocalei) P |7) , o g
Cortlefd 1. oA K 120 Ulstor * axcopt 5 \ SRR E
Poughkampsn (e} 6] v K , 100 Kingston lehy) |7 R 5152
Eie 1IN ; S W | Yorm et~ | 7] I ' 5897 '.
Eunr 1ot Hf | 1502 | _GlonsFalle (e {7] A , 20 | 4
Fankln 7 T o0y [ Yoshiogion' 16182060 | ¢ o 17815 s 4
Fm % 11 L T 1707 | Yoyme_ 1R . i Wyl oo
Gonesne \\ § ' 1402 Westchosor § ¢ . ssng
Goome " ¢ 1902 i Mount Yomen [ciy) {6 ‘ 5522 ,
Homilton ] / 002 {f Yonkora feiy) + {1] L 5
Jollarion 102 1 Yot "7. ., i
Livingaton ] ' ' 02 J{ Now York Clly T . . v
Nadison L 502, '
| Montoe ] . C|um ﬂI!MTBELWSALB
Wv:nlgomry-mopv' ! : M ﬂﬁ‘&ugcxagz -
_}_‘_ﬂ;urdom leiy) |7 m TAX (So0 STAS)
| Nassou 7 ' {2842 {{insoctions, 11 € ond D
Nigor ! o 2902 || Now Yook Giy-. 3] o
Onendoga 7 * ! 10 \
Onforo - aeopt |7 ' m ' 1o
Canandaigua (city) {7 / m : ‘
Goneva (city}) |7 L S
Qrieony I m ' \ :
Fulton {city) 1 h 11 ToTaLs. (82,969 178,115 \"
Quwags (ciy) ! 342 ENTER ON PAGE | Bm Bm “Lm 112‘
-

Ny
3

75 It has been cha

s

Before the tax rate Was mcreased

]

1 / /'

-

' \u

1

\

'

; 1 Nov, 30, 1972 per1od covered by this quarterly return is actually
'~to 6% on this forn to agree w;th ‘Eomputatlons nade for 111ustrat1

\



!

v
1
[
'
\
B
)
)
|
|
|
|
1
I
t
t
|
|
|
[
i
o
{

I8
Incone

Fron Sales
Credit

-

-- e \.Lv.d‘ -y --F—1- - 4-—j---4--F VSRR z 9
- - 1T « -
= .
adia 4 - - -4 - B - o - m;;.
- - 3 - - . - - - -
- - v’ N

=
X
t
i
i
|
T
{
e
|
/f
i
I
|
4
N e
x| b
|
{
or
)
|
!
/
I
|
i
|
17
|
ll
1

N N
9
Sales Tux |
redit

— i =5l 1 b )i S SRR St Sy St Sy - —t 3 -1+ =
NS o | S g ety sty A NS S sl gy S ol oo S i et o [ T e s pueed ers Syqe S ol dpuich i) Snl] Soet Sevss wied vty S

State

Incone 'l‘u Income Tax
I
r

Credit
(
!

i\
%

N T 4
e | s

Féderal

Credit

|

I

T

|

|
|
I
i
p
¥
;
|
I

i

ool
SRSy
Dedbit
T
cef ol
|

]

I

i

!

b

T

|

I

il

h

"

|

I

i

3

1

]

i

!

T

! b
11

)

[

:-:
[_Payroll
i
|
[
X
!
|
U
T
i
1
r
|
|
t
b
t
L
ST
|
|
|
-
T
|
|
1
|
I
|

-4
=y

—-

- nw ————

bies
F
M-
I
i
1'
\
AN
i
; |
i
1‘1270
Ll
[}
i
H
|
|
1
|
\
!
i
i
|
i

[

I
i
q Agr. Tran;actions
v
S

or Prob. 5
|

{
i
i
i
I
%
[i
:
{
ft
|
I
|
3
!
I
|
|
|
[
Figure 8,11

f

- CMBINRDSISH JOAA,

e TR TR —

Cleaning | tili

= ===

s

A

| ==

rall? GENERAL LEDGER
|
Debit |

M FT

N

o e o
8
| Ans. Key- to Journa¥zin

‘

-
4

* [(Recedved) | (Pig t) Jchex| )
ol

Enlotie
4 | ladh Badince $ 18008 [T

Bte | .

13



15

\

Utidities

- Debit .

Debit

\

| ?f:%f

)

r ‘_4
! et
{ r
Tt ‘
d p il
v
N
. ' i
aih I
k'& HH
«}P y b - \

|
T4 B B |
3 Y Wi s
):. "5:"/ r 1)) | lil 1\] 1|
o ! [/ i
! o - N N Il
- ') . ‘ :.'Vlvh ot ‘ I L /
B D ikt el 1 . A L
i , 5 i g L i ,
o e v ‘ Tt E b 1 B
Rt Ha ) It
U ek A | i
' R r - -ty 4. : A T L
: ! 11 i , ‘ i l | W' l W ‘
2 i M‘ : ; [ - : I
BN S O R A RN A IR R
ST T T KRR : T
M ;i T i — 117 vy |, flredik 111 -
bk ,J-.n / % : i1t . Key to Journalzing Apr, Transactions {1}
T . L1 1 foob, 5 ;
bo by} t [r»--« ' - 4 44 |4 .
Al L h : st | }ll: selil ! l .
T 1 T n T, v 1 1 A NE :'. | 0 T
M amma G TR R L T Il IR
. R < Y
;;‘ ! t
‘1‘11‘ / \ 116
i ] [}
S g LY
* Ix .
'\.' “\



oo Cash. , *_ Aect. No. ]
: N Post; ‘ 1 ’ Post o
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| VILGE RS .
- " Baluice Shest
As of April 30, 19_._ i
Asgets n B Lishilities
‘ | Caéh. - $ 2 701 62 Taxes Payable - . . ‘ :
© Prepaid inswramce = 666 00 | State mthholdmg L - 1,60
. \;‘ FICAtar 7.7
Clesning supplies - - ‘ 788,22 State salestax | | 206,10
' ; County sales tax = . 206,10
Furniture ' 860,00 T_o‘cal Lisbilities B 605.75
S Deliveryitruck‘ J J . 100,00 ﬁet North* ,
0.  Byuiment 16,065,004, Blalr, Capltal, a1 $16, 000.00
N o " Net Profit for Perlod $6,056 2 - '
N Y ) Less drawings 2,100.00
| w . - Vet Increase in Capital 3,956.28
/ PR S J. Blair, Capital, April 30 - 21,956,28
B Totel Assels $22,561,04 Total Lisbilities and Bet Worth  4g2,56) o)
/ . . ' N .
. Figure 10,3 - |
* Ans. Key to Balance Sheet o o
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.. . . .. < ’VTLIAGE DRYCLEANERS
b _ .-+ Ingome Statement
: For the h-month perlod ended April 30, 19

Ttems

Income- from Sa.l-es i.' '
Expenses for Perlod . R
‘ Rent . = . e $ 680.00
_ 't Utilities 254.30
Payroll . . 2,350.00 "
. FICA,(Employer) _ 122.20
" Dues and Subscriptions v 4 83,50
. Repairs and Maintenance - %" "106.L40
" Delivery truck o 78.10
"Advertising _ : 15,00
Donations , | ) \ .32.00
Intérest ' '
o Miscellaneous
, Total Expenses for Period )
Net Profid~for Period *
[ »
= .

Figure 10.4K
Ans Key to Income Statement.
For Prob. 5 :

Amount 8

$9,838.78
9. 3,782.50



