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Sandard on Automated Valuation M odels (AVM s)

1. SCOPE

This standard is intended to provide guidance for both
public sector CAMA and private sector AVM systems.
Thisstandard providesrecommendationsand guidelines
on the design, preparation, interpretation, and use of
automated val uationmodels(AVMs) for theappraisal of
property. The standard presents market analysis based
appraisal applications and aspects of such models. The
principles addressed in this standard are considered
applicable to all appraisals of rea property, which are
designed to estimate market value.

The standard does not address appraisal of personal
property, such as machinery and equipment, and AVMs
are not considered applicable for appraisal of highly
specialized or unique property.

Aspresented in thisstandard, the development of an AVM
conforms to USPAP Standard 6 (Appraisal Foundation
2003, 46-56). The appraiser using AVM output should
follow USPAP standards that relate to their assignment.

2. INTRODUCTION
2.1 Definition and Purposeof an AVM

2.1.1 Definition

An automated valuation model (AVM) is a mathemati-
cally based computer software program that produces
an estimate of market value based on market analysis of
|ocation, market conditions, and real estate characteris-
ticsfrominformation that waspreviously and separately
collected. The distinguishing feature of an AVM isthat
it is an estimate of market value produced through
mathematical modeling. Credibility of an AV M isdepen-
dent on the data used and the skills of the modeler
producing the AVM.

2.1.2 Purpose

Thepurposeof an AVM istoprovideacredible, reliable,
and cost-effective estimate of market value asof agiven
pointintime. Market valueisthemost probableprice(in
terms of money) that a property should bring in a
competitive and open market under the conditions reg-
uisite to a fair sale—the buyer and seller each acting
prudently and knowledgeably, and assuming thepriceis
not affected by undue stimulus. AVM values reviewed
for reliability, and generated in compliancewith USPAP
Standard 6 are considered appraisals.
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AVMs are developed and used by both the public and
private sector. Assessment officials use AVMs to pro-
duce estimates of value as of a common date for
purposes of property assessment and taxation. Private
sector appraisersand their clientsuse AVMsto estimate
thevalue of asubject property at agiven pointintimefor
awide variety of purposes.

2.1.3 Applicability

AVMs are applicable to any type of property for which
adequate market information and property data are
availableintherelevant market area. Therelevant market
area is the area that would be considered by potential
purchasers. For residential properties, thisistypically all
or a portion of a metropolitan area, one or more towns
inageographicarea, or agivenrural or recreational area.
The market area for larger multi-family, commercial,
andindustrial propertiescan beregional or even national
inscope, depending ontherelevant investorsand market
participants.

The development of an AVM is an exercise in the
application of mass appraisal principles and techniques,
inwhich data are analyzed for a sample of propertiesto
develop amodel that can be applied to similar properties
of the sametype in the same market area. These may be
either individual properties of interest or all properties
that meet the requirements of the model.

Althoughthesameunderlying principlesareapplicabletodll
AV Ms, the specificformulation and calibration techniques
will vary with the purpose of the AVM, type of property,
avallable data, and experience and preferences of the
market analyst. Sections 3 and 4 discuss the genera
principlesof model specification and calibration. Section 5
addresses residential AVMs. Section 6 focuses on com-
mercia and industriadl AVMs and section 7 focuses on
AVMs developed for vacant or improved land.

2.1.4 Digtinctionfrom Traditional Valuation
Applications

Although AVM devel opment requires skilled analysisand
attention to quality assurance, AV Msare characterized by
the use and application of statistical and mathematical
techniques. This distinguishes them from traditional ap-
praisal methodsin which an appraiser physicaly inspects
properties and relies more on experience and judgment to
anayzered estate data and develop an estimate of market
value. Provided that the analysis is sound and consistent

Find authenticated court documents without watermarks at docketalarm.com.



https://www.docketalarm.com/

Nsights

Real-Time Litigation Alerts

g Keep your litigation team up-to-date with real-time
alerts and advanced team management tools built for
the enterprise, all while greatly reducing PACER spend.

Our comprehensive service means we can handle Federal,
State, and Administrative courts across the country.

Advanced Docket Research

With over 230 million records, Docket Alarm’s cloud-native
O docket research platform finds what other services can't.
‘ Coverage includes Federal, State, plus PTAB, TTAB, ITC
and NLRB decisions, all in one place.

Identify arguments that have been successful in the past
with full text, pinpoint searching. Link to case law cited
within any court document via Fastcase.

Analytics At Your Fingertips

° Learn what happened the last time a particular judge,

/ . o
Py ,0‘ opposing counsel or company faced cases similar to yours.

o ®
Advanced out-of-the-box PTAB and TTAB analytics are
always at your fingertips.

-xplore Litigation

Docket Alarm provides insights to develop a more
informed litigation strategy and the peace of mind of

knowing you're on top of things.

API

Docket Alarm offers a powerful API
(application programming inter-
face) to developers that want to
integrate case filings into their apps.

LAW FIRMS

Build custom dashboards for your
attorneys and clients with live data
direct from the court.

Automate many repetitive legal
tasks like conflict checks, document
management, and marketing.

FINANCIAL INSTITUTIONS
Litigation and bankruptcy checks
for companies and debtors.

E-DISCOVERY AND

LEGAL VENDORS

Sync your system to PACER to
automate legal marketing.

WHAT WILL YOU BUILD? @ sales@docketalarm.com 1-866-77-FASTCASE




