LESSON 4
Market Research and Subject Property Identification

Note: Selected readings can be found under "Online Readings" on your Course Resources webpage.

Assigned Reading
1.

UBC Real Estate Division. 2012. BUSI 398 Course Workbook. Vancouver: UBC Real Estate Division.
Lesson 4: Market Research and Subject Property Identification

2.

Appraisal Institute of Canada & Appraisal Institute (US). 2010. The Appraisal of Real Estate, Third
Canadian Edition. Vancouver: UBC Real Estate Division.1
Chapter 8: Data Collection

3.

Appraisal Institute of Canada. 1995. Professional Excellence Bulletin PP-14-E: Data Verification.
Winnipeg: Appraisal Institute of Canada.

4.

Appraisal Institute of Canada. 1995, Revised 2006. Professional Excellence Bulletin PP-15-E:
Measurement Practices. Winnipeg: Appraisal Institute of Canada.

5.

Appraisal Institute of Canada. 2005. Professional Excellence Bulletin PP-28-E: Verifying the Subject
Property. Winnipeg: Appraisal Institute of Canada.

Recommended Reading
1.

UBC Real Estate Division. 2011. BUSI 442 Course Workbook. Vancouver: UBC Real Estate Division.
Lesson 1: Appraising Multi-Family Residential Properties
Lesson 2: Multi-Family Residential Appraisal Case Study

General Objectives
There are two general objectives for this lesson. First, the lesson will review the market research and sources of
information which are directly related to real estate appraisal. Second, the lesson will discuss how to select the
subject property for this course.

Specific Objectives
After completing this lesson, the student should be able to:
1.

identify the types of information required for an appraisal analysis;

2.

identify sources of the required information;

1

Alternative Source: Appraisal Institute of Canada & Appraisal Institute (US). 2005. The Appraisal of Real Estate, Second Canadian Edition.
Vancouver: UBC Real Estate Division. Chapter 7: Data Collection ; Chapter 10: Improvement Analysis, pp.10.5-6.
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The first assigned reading reference provides a review of the theory and practice of market information
requirements and general sources of that information. This will provide a foundation and reference to the student
for application in selecting the subject property. The second reference highlights the depth of research required
in order to make every effort to ensure the reliability and the validity of the data upon which the appraisal
estimate will be based.

Required Information and Sources
The student should review the headings for the full narrative report generated in the first lesson. For each
heading, a list should be made of general information required, and the source of that information. An
illustrative example is provided below for the key components of a full narrative appraisal report. The student
will have to modify this reference to suit the particular characteristics and requirements of their chosen subject
property. As a key step in the selection of the subject property, the student should ensure access to all of the
information listed below. Note that the table below is not necessarily all-inclusive for all property types. Also
note that many of the sources also have websites that contain a lot of relevant information.
Table 4.1: Narrative Appraisal Report – Single Family Residential Property:
Information and Sources
Topic

Information Required

Source

Identification of the
Property

Street address
Legal description

Visual inspection/Municipal office
Land Titles or Registry office

Area, City,
Neighbourhood

Trends – development, land values,
construction costs, vacancies, rental
rates, sale prices, amenities

Municipal office, Statistics Canada
Land Titles or Registry office
Real Estate Boards
Boards of trade, etc.
Neighbourhood tour

Subject Site

Full access for inspection
Block plan and plot plan
Site details, dimensions, and area
Servicing details
Sales history

Property owner, tenants
Municipal office
Land surveyor
On-site inspection
Land Titles or Registry office

Subject Building

Full access for inspection
1-3 years income/expense statements
Plans (hopefully available)
Dimensions and area
Description, including condition

Property owner
Tenants
Municipal office
On-site inspection

Assessment and
Taxes

Current assessment and trends
Current taxes and trends

Assessment office
Municipal office

Land Use Controls

Approved land use plan
Zoning or land use bylaws and maps
Restrictive covenants
Local improvement details

Municipal office
Land Titles or Registry office
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Topic

Information Required

Source

Land Value

At least four comparable land sales
Sufficient other vacant land sales for
adjustment support

Municipal office, newspapers
Land Titles or Registry office
Appraisers, assessors, real estate brokers
Multiple Listing or similar service
Will need access to at least one of vendor,
purchaser, real estate broker, or solicitor
for each comparable sale, and ideally for
each other sale used to quantify
adjustments.

Property Value

At least four comparable improved
property sales
Sufficient other improved sales for
adjustment support

Municipal office, newspapers
Land Titles or Registry office
Appraisers, assessors, real estate brokers
Multiple Listing or similar services
Will need access to at least one of vendor,
purchaser, real estate broker or solicitor for
each comparable sale, and ideally for each
other sale used to quantify adjustments.

Cost Analysis

At least two builders' estimates
Cost manual or computerized costing
service
Subject construction details
Equipment details, including capacities
Subject measurements and areas

Two local builders, contractors or
developers
Cost manual or computerized costing
service
Property owner or municipal office for
plans

Depreciation
Analysis

Detailed inspection of the condition of the
subject building

Property owner
On-site inspection

Income Analysis

Monthly rents for comparable residential
properties

Property owner
At least one party to the rental transaction
for the comparables
Real estate brokers, appraisers,
assessors, property owners, property
managers, trade publications, Canada
Mortgage and Housing Corporation data
on residential income properties, etc.

[Note that rented single-family residential
property data may not be available. In
such a situation, the student will be
permitted to complete a hypothetical
income analysis in Lesson 15.]
Capitalization

Gross rent multipliers

Comparable improved sales
At least one party to the sale of
comparable, improved properties

Adjustment Analysis

Market sales with enough descriptive
detail to allow analysis and quantification
of adjustments
Notes from interviews with a party
involved with sale
Cost data
Financing details

Real Estate Board
MLS reports, other services offering data
on relevant property sales
Buyers and sellers of comparable
properties in the market
Municipal offices
Assessment offices
Appraisers, real estate brokers
Contractors
Banks, lenders, developers
Most importantly – one or more parties
(purchaser, vendor, landlord, tenant,
lawyer, real estate broker) to transactions
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To summarize the foregoing, it is essential to select a subject property where there is/are:
1. A property owner and, if rented, tenants willing to provide full or reasonable access to the subject
property for inspections and measurements, and to the actual monthly rental data (if applicable).
2. Sufficient comparable sales, and access to one or more of the key parties to the transaction (vendor,
purchaser, lawyer, real estate broker, appraiser) to permit adequate inspection, verification of the terms and
conditions of sale, motivating factors, and income/expense data. This applies, as appropriate, to vacant land
sales and to improved comparable sales (and rentals) – both for the comparables to be analyzed in relation
to the subject property in the report, and to the supplemental data used to justify and quantify adjustments.
Normally, access is readily available to public and collegial sources such as Land Titles or Registry Offices,
municipal offices, assessment offices, property managers, appraisers, and real estate brokers. For broader
market and trending information, websites offer access to municipal, provincial, and federal data such as general
statistical information. Also, published information from such sources as Canada Mortgage and Housing
Corporation, Cushman & Wakefield, and Colliers can be useful.
For the narrative analysis of the income approach, ideally, the market will provide evidence in support of
monthly rents and gross rent multipliers. However, if this information does not exist in the subject market, with
an explanation in the report that this is the case, a hypothetical monthly market rent and gross income analysis
will be acceptable in the income approach to value (Lesson 15).

Selection of Subject Property
The following lists the criteria that the subject property must satisfy for this course. The criteria are designed
to ensure that the subject property is capable of being analyzed to the degree required by these assignments, and
that the work undertaken represents the individual effort of the student. Remember that the purpose of the
appraisal report is to estimate the market value of the fee simple interest in the subject property, as though it
were unencumbered by any interest such as registered leases or mortgage financing. Therefore, for this
course, it will not be necessary to address and adjust for situations where the subject property is rented at more
or less than market rent, or financed at a rate that is atypical of standard financing available as of the effective
date of appraisal. The fee simple interest is being valued, not the leased fee. As well, value other than market
value, such as value in use or going-concern value, is not acceptable.

Mandatory Requirements for Subject Property
1. Sufficient market information must be available (see above) to permit the full application of the direct
comparison and cost approaches to value to the level of detail required in an appraisal report. A narrative
analysis of the application of the gross rent multiplier approach to estimate market value must be
presented, as an actual or hypothetical application, for the income approach to value. Necessary market
data includes, but is not limited to, sales of vacant land and improved properties, as well as paired and
resale data in support of necessary adjustments in the land value section of the cost approach, and the
direct comparison approaches.
2. The site must be improved by one or more structures, one of which must be significant to the highest
and best use of the property. The highest and best use of the site as if vacant must be for
development with a single-family dwelling, and the existing development must be a single-family
dwelling. Cottages, seasonal dwellings, and condominiums are not acceptable as the subject of this
report. The selected property must be fully detached (both above and below grade), permanent, and
fronting on a public street. The house must have a chronological age of at least ten years as at the
effective date of appraisal (in order to demonstrate appropriate depreciation)
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Table 4.6: Lease Transactions
1.
2.
3.
4.
5.
6.
7.
8.
9.
10.
11.
12.

Address
Legal description/identification of the house leased
Lessor
Lessee
Date of lease negotiation
Date of lease signing (if applicable)
Commencement date of lease
End date of lease, or term of lease
Lessor's responsibilities – detail for which expenses the lessor is responsible
Lessee's responsibilities – detail for which expenses the lessee is responsible
Monthly rent
Name(s) of persons interviewed, role they played in the transaction, interview notes

In selecting lease transactions, the lease information in the improved comparable property sales may or may not
be relevant to establish the market lease rate appropriate to the subject property as of the effective date of
appraisal. The lease rates indicated by the comparable improved property sales may have been negotiated some
time prior to their sale date and to the effective date of appraisal. Lease transactions must reflect those situations
where lease contracts were entered into as close as possible to the effective date of appraisal.
Students should be aware that it may not be possible at this early stage of the course to anticipate all of the
detailed facts and information that will be required for subsequent lessons and for the crafting of the narrative
appraisal report. Often, it is necessary to revisit, supplement, revalidate, or otherwise review data and
information throughout the application of the valuation process. This is quite normal and is to be expected.
To repeat, one advantage for the student in this course is the flexibility to adjust the effective date of appraisal to
provide the best "fit" for the data that is available to them in undertaking this work. Although it will be necessary to
decide upon the effective date of appraisal beginning with Assignment 8, it is possible and acceptable to change the
effective date of appraisal if it proves necessary to do so, at any point up to Assignment 18. However, any change
to the effective date after Assignment 8 will require the revision of all subsequent assignments to reflect the revised
effective date of appraisal when they are consolidated into Assignment 18. This is why the prior consultation with
the tutor is required. While individual assignments may reflect different effective dates of appraisal, this is to be
discouraged as it will be more difficult to consolidate the lessons into a single, coherent report for Assignment 18,
with the same effective date of appraisal throughout. Therefore, the student is advised to select the effective date as
early in the course as is possible, and to use this date for all assignments.

Changing Subject Properties
Once Assignment 4 is submitted and approved, this is the subject property you are expected to analyze for the
remainder of this course. If you wish to change your subject property subsequent to the approval of Assignment
4, you may do so by resubmitting Assignment 4. This resubmission costs $35 and your new property will need
to be approved again by both your tutor and the Real Estate Division. Note that you will not be required to
resubmit any other assignments previously submitted based on your original property. However, keep in mind
that you will be responsible for ensuring that your previously submitted assignments are revised correctly to
reflect your new property – consistency between all sections of the report is an important consideration in the
final assignment submission, and significant inconsistency is a "major fault" that can result in an automatic
failing grade. Therefore, you may wish to consider revising these assignments and resubmitting them to your
tutor (at a cost of $35 per resubmission; note that your original grade will not change). With the exception of
Assignment 4, you cannot resubmit any assignment more than once.
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APPLICATION TO REGISTER A SUBJECT PROPERTY
BUSI 398
RESIDENTIAL PROPERTY GUIDED CASE STUDY
Student's Name:
Student Number:
Phone Number:
Email Address:
Date of Application:
Street Address of Property to Be Appraised:

Postal Code (MANDATORY):
Legal Description:

Effective Date of Appraisal (optional at this point):
Verified that property is available using the BUSI 398 Course Resources webpage:

□

Completed Subject Property Checklist: Mandatory Requirements (Table 4.2):

□

Completed Subject Property Checklist: Recommended Requirements (Table 4.3):

□
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