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Explanation and Results of Base ILand Rate and Neighborhood Classification:
Neighborhood classification begins with an understanding that every municipality can be
segregated into areas, and differentiated by varying characteristics, such as type and quality of
roads, topographic and scenic features such as views, surrounding uses, and the quality and/or
maintenance of such uses, etc. Typically, these distinguishing characteristics result in differing
market responses, in terms of the underlying land value, that can be positive or negative.
Neighborhood classification, therefore, depends upon establishing a “base™, or “average” land
rate for each neighborhood. Once the base rate is established, a “schedule” of positive or
negative adjustments is developed corresponding to the degree of difference from the base.

The first preliminary step is to identify the neighborhoods, and establish the
corresponding boundaries associated with each. This determination is also influenced by
interviews with knowledgeable local brokers and real estate agents. Local sale data is then
collected, specific to each neighborhood, and examined. Sales of vacant land provide the most
direct and reliable estimate of land value. However, when an insufficient number of vacant land
sales are available, a land “extraction” technique is utilized. The Land Extraction technique
deducts the depreciated improvement value from the total sales price, resulting in the
contributory value of the underlying land.

The two primary methods of valuing land are associated with the sales comparison
approach. The “comparative unit” method enables the assessor to determine a typical per unit
value for each strata of land, by calculating the median or mean sale price for unit. The “base
lot” method requires the assessor to establish the value of the standard or “base” parcel in each
stratum through a traditional sales comparison approach, with the base lot serving as the subject
parcel. Once the base lot value is established, it is used as a benchmark to establish values for
individual parcels, with adjustments made to each parcel as a result of their unique or varying

characteristics.

[Please note: The factors and codes identified on the following pages are provided only to

illustrate the requirement. Add or modify as required.]
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