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Value Reconciliation

•Cost Approach

•MRA Approach

•Adjusted Sale Price of Comparable (3 to 5 Comps)

•Weighted Estimate

•Market/Comp Sales Approach

•Income Approach

•Index Value



Cost Approach

Formula

Replacement Cost New

- Depreciation

+ Land Value

•Best used for new construction and unique 

properties 

•Works well for properties that lack 

adequate sales representation in the model

•Must have land and depreciation calibrated 



MRA Approach

Formula

Constant

+ (Coeffiecent-1 * Variable-1)

+ (Coeffiecent-2 * Variable-2)

+ (Coeffiecent-3 * Variable-3) . . . 

+ (Coeffiecent-X * Variable-X)

•The best estimate of value based on the 

broad model

•Utilizing MRA between similar properties 

will result in more uniformity

•If MRA is significantly higher/lower than 

Market/Comp Sales Estimate, check comps 

for comparability to subject

•Avoid using if subject characteristics were 

not well represented in the model



Adjusted Sale Price of Comparable

Formula

MRA Estimate of Subject

- MRA Estimate of Comparable

MRA Difference

Comparable Sale Price

+/- MRA Difference

•Best Used as Support for MRA and 

Market/Comp Sales Estimates

•Review Comparability/Distance Points

• Review Don’t Rely

•Be Careful “Hitching your Wagon” to a 

Single Adjusted Sale Price

• Comp needs to be a High-Quality Match 
Supported by Other Estimates



Weighted Estimate

Formula

(Max Distance/2)2

+ Comparable Distance2

+ (2 * Max Distance *(Adjusted Sale Price-

Sale Price)/Sale Price)2

*See market modeling material for more

detailed calculation

•Provides an estimate of value by applying 

weight to each of the adjusted sale prices 

based of their distance points

•Can be given high consideration when the 

sale of the subject property is included as a 

comparable of the comp sheet

• Especially when the subject sale price differs 
significantly from MRA and Comp Sales



Market/Comp Sales Approach

Formula

MRA Estimate

Weighted Estimate

Adjusted Sale Price Comp 1

Adjusted Sale Price Comp 2

Adjusted Sale Price Comp 3

Adjusted Sale Price Comp 4

Adjusted Sale Price Comp 5

Lowest 2 & Highest 2 Eliminated

Average Remaining Values

•Gives an overview of the full sales comparison 

approach to value

•Should support MRA Estimate

•Works best when all comparables are “Tight” and 

have good resemblance to the subject property

•Avoid using if subject property differ from 

comps

•If Comps change, the estimate will change

• Cost and MRA not effected by Comp 
Selection



Income Approach

Formula

Net Operating Income

÷ Capitalization Rate

OR

Monthly Market Rent

x Gross Rent Multiplier

•Used for income producing properties

• Commercial Properties

• Apartments

• Single Family and Duplexes in neighborhoods 
with lower owner-occupied ratios 

•Works when Rent, Vacancy, Expense, and 

Cap Rate information is available

•Use when comparable sales may be lacking



Index Value

Formula

Prior Year Value

x Index Factor

*Index Factor can be more than 1.00 to increase
values or less than 1.00 to decrease values

•Method of uniformly adjusting values

•Used mostly as point of reference for direction 
values should go

•COD and PRD need to satisfy industry 
standards• COD Less Than 20.0

• PRD Between 0.98 and 1.03

•Do not use if there was a change to the 
property• Split/Combination

• Permit, new construction, demolition, or 
other change

• Any data change impacting value



Final Value Reconciliation



Approach When to Use

Cost Approach New Construction
Unique Properties
Subjects that lack Comparable Sales
Subjects not well Represented in the Regression Model

MRA Approach When Market Model is well Calibrated (High R-squared)
Subject Characteristics are well Represented in the Regression Model

Adjusted Sale Price of Comparable Subject Sale Appears as a Comp
Comp is Very Similar to Subject
Comp is a Recent Sale

Weighted Estimate Subject Sale Appears as a Comp
When the Comps a Very Similar to Subject

Market/Comp Sales Approach Comps are “Tight”
Supported by MRA Estimate

Income Approach Property is Income Producing (or High Potential to be)
Sales Lack to Perform Adequate Sales Comparison Approach

Index Value When COD and PRD meet Industry Standards



Comp Sheet Examples



All approaches support each other
Lean MRA to achieve better overall uniformity



Comps represent Subject
MRA and Market/Comp Sales support each other



Comps not great representation of Subject style
Lean MRA



Comps represent Subject (Comp one is Subject Sale)
Lean Market/Comp Sales, Weighted Estimate, Adjusted Sale Price 
Consider indication of Index



Comps do not represent subject
Subject is not well represented in the model
Lean Cost
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