DATA SOURCES FOR SUPPORT OF A LOCATION ADJUSTMENT
There are various techniques and methods you can use to determine an adjustment for
location. This article will explain how to use the MLS to your advantage when determining
if an adjustment for location is warranted in an appraisal assignment.
It applies a Group Analysis of sold statistics to point to variations in sale prices between
one location and a different, but competing, location with the same town. Is there an
adjustment needed? Is there market support to make this adjustment? Let’s see!!
I am appraising a single family home in Westwood, Massachusetts. My subject property
is located on the east side of the town and two of my four comparable sales are located
on the west side of town. The town of Westwood is divided in half by a large tract of
conservation and minimally developed land between the two sides of town. Both sides of
the community have access to a major Interstate affording them easy commutes to points
north and south of Boston.
The location of my subject is in an area of small lot sizes of less than 20,000 square feet.
Two of my four comparable sales are also located within areas where lot sizes are less
than 20,000 square feet. My other two sales are located very close to my subject property.
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I am using the MLS system, specifically the Public Records section of the MLS system,
to access all recent sales as some sales do not always go through MLS. Using the Public
Records section will account for those sales which do not specifically show up in the MLS
system. My search parameters will focus around sale dates within the year prior to the
effective date of my appraisal. I will confine my search criteria to lot sizes of 20,000 square
feet of less, and I will define a range of sale prices to within what I believe to be reasonable
for my subject neighborhood. This sale price range will eliminate any outliers that may
show up in the data to possibly skew the results. My reason for defining my search criteria
around these lot size parameters is because lot sizes of less than 20,000 square feet are
confined within the specific Zoning areas of both my subject property and all my
comparable sales.
My search parameters netted me 39 records…not a large dataset….but enough to work
with, and current. I then downloaded the results into an Excel worksheet so that I could
work with this information. The data included the Sale Date, the Lot Size, the Sale Price,
the Total Assessed Value, the Assessed Value of the Land, and the Assessed value of
the Building. I then added a new column to the spreadsheet with a formula to calculate
the Assessed Land Value to the Total Value Assessment of each property.
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I highlighted all the sales from the east side of the town and copied them onto a new tab
within my Excel workbook. I calculated the averages of all the sale prices as well as the
averages of all the land to total assessed values from the new column that I added.
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I did the same for the west side of town, calculated the averages for the same columns,
and put those results on another separate tab within my Excel workbook.

My results proved that there clearly is a market supported adjustment to be made for
location from the east side of town to the west side of town. This was further supported
by the tax assessments from one side of town to the other.
EAST SIDE

WEST SIDE
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EAST SIDE OF WESTWOOD
Average Sale Price East Side - $481,948
Average Percentage of Taxable Land to Total Assessed Value - 64.09%
WEST SIDE OF WESTWOOD
Average Sale Price 109 Side - $506,226
Average Percentage of Taxable Land to Total Assessed Value - 68.38%
I can now calculate the results of my findings into a market supported adjustment for
location and print or digitally save the results for my work file. I am in compliance with all
USPAP standards and I have defensible support if challenged by a reviewer, an attorney
or a state regulator.
CALCULATED RESULTS
USING SALE PRICES
$481,948 ÷ $506,226 = 0.95
100 – 0.95 = 5% LOCATION ADJUSTMENT
USING TAX ASSESSMENT STATISTICS
64.09% ÷ 68.38% = 0.937 (r) 0.94
100 – 0.94 = 6% LOCATION ADJUSTMENT
This is just one method of calculating an adjustment using your MLS system. There are
other methods and techniques of proving and supporting adjustments with market data.
As an appraiser, you should make yourself aware of these various techniques and use
these methods in your daily practice. Become a better appraiser.
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