
Fair Market Value and Equalization



Fair Market Value and Equalization

 Why are these important in the appeals 
process?

 At all levels of appeal- hearing officers or boards of 
appeal are charged with the following tasks:
1. Find Fair Market Value of the property under appeal

2. Equalize that value to the level of assessment that is 
similar to other like properties by applying a ratio that is 
appropriate.



Fair Market Value

 What is the fair market value (FMV) of the 
property?

 The law defines fair market value this way (32 V.S.A. 
§ 3481(1)):

 The estimated fair market value of a property is the 
price which the property will bring in the market 
when offered for sale and purchased by another, 
taking into consideration all the elements of the 
availability of the property, its use both potential and 
prospective, any functional deficiencies, and all other 
elements such as age and condition which combine 
to give property a market value. 



Fair Market Value

 Fair Market Value is:
“the price which a piece of property will bring 
in the market when offered for sale and 
purchased by another, taking into 
consideration all the elements of the 
availability of the property, its use, potential 
and prospective, and all other elements which 
combine to give a piece of property a market 
value.” Petition of Mallary, 127 Vt. 412 (1968).



Fair Market Value

 In determining estimated fair market value, the sale 
price of the property in question is one element to 
consider, but is not solely determinative. . .32 VSA 
3481.

 When would sales price not be a good determinative 
of fair market value? *

 Family sales
 Bank sales/foreclosures
 Parcel purchased by an abutting owner
 Special financing

There are many examples- this list is not meant to be all 
inclusive.



Grand Lists and Fair Market Value

 The goal of the grand list process is to determine the 
FMV  (Fair Market Value) as of April 1st of each year. 
However, without completing a reappraisal each year 
this is not possible. In order to maintain equity 
(fairness) from one property to another, listers use 
their existing system to value new and changed 
properties until such time as a reappraisal is 
completed. This results in a grand list that typically 
moves away from fair market value over time. The 
equalization study is used to measure how close each 
town is to fair market value and how equitable (fair) 
assessments are within the town from one to 
another.



Fair Market Value

• There are three approaches to value that may need to 
be considered to determine fair market value:
• Cost Approach (used most widely for town-wide 

reappraisal – town’s typically use a market 
adjusted cost to represent fair market value using 
the cost system)

• Market Approach (also known as the Sales 
Comparison Approach- used most widely for bank 
financing/fee appraisal purposes

• Income Approach (typically used for income 
producing properties)



The Equalization Study/CLA (Common Level of 
Appraisal)

 PVR looks at previous three years of sales in a town.

 The goal is to estimate the FMV of all the properties. 
If a sale is invalid it is not used.

 A town’s CLA is calculated after removing extremes 
and researching outlier’s individual properties 
(research at town level and state level).

Appraisals are used when there is insufficient real 
estate sales to achieve a confidence level.



The Equalization Study: Overview

1. PVR (Property Valuation & Review) compares (1) appraised 
(listed) values to (2) actual market sales (using three years 
of valid sales).

2. By comparing (1) and (2), PVR estimates (3) The equalized 
education property values (EEPV).

3. PVR compares the (1) appraised (listed) values to the (3) 
EEPV to determine the Common Level of Appraisal (CLA).

4. The CLA is used to equalize the education property tax rates 
on a town to town basis, as well as determine when a 
reappraisal is warranted.

5. The CLA is certified by PVR to the towns each year by 
January 1st and can be found on the final computation sheet.



The Equalization Study/CLA

 The CLA measures how close the town’s listed values 
are to fair market value (sales data).

 100% CLA means the town grand list and EEPV 
(Equalized Education Property Value) are equal. It is 
highly unlikely that the numbers will be equal 
because that would mean the assessing officials 
perfectly determined how the market would perform.  

 Under 100 CLA means the town undervalued the 
property and over 100 CLA means the town 
overvalued the property. 



The Equalization Study/CLA

 It should be understood that there are variations within this 
overall number and this may not be an appropriate 
equalization ratio for all properties or categories of 
properties. Boards can apply the CLA to FMV if no other 
credible evidence is submitted to the contrary.

 To equalize an individual property means to apply the CLA 
or appropriate ratio to the FMV to represent an equitable  
listed value  after appeal.

 Example fair market value was found to be  $100,000 and 
CLA  is 95%= $100,000  X .95 = $95,000 



CLA Math

Municipality’s grand list value
CLA * =    . .

The Equalized Value

 *The CLA as calculated includes an adjustment for 
current use values and cable property but this is the 
basic information. When calculating town specific 
you would refer to your town’s final computation 
sheet to see these values.



CLA Quiz

1. A CLA of 96% means:
a) The properties on average are slightly 

undervalued.

b) The properties on average are slightly overvalued.

c) PVR would require a reappraisal of the 
properties.



Where is the CLA?

CLA is found here



The Coefficient of Dispersion

• Measures equity within a town’s grand 
list/assessment practices. How much variance 
is there when you compare assessed values 
within the same town? 

• This is measured by comparing the variation of the 
ratios for all the sales  used in the equalization 
study (3 years of valid sales).



The Coefficient of Dispersion

• When a town’s assessments are all relatively 
close together, there is a low COD and a high 
degree of equity.
• Example: A town has a CLA of 90%. Just about 

every parcel in the town is valued at close to 90% of 
its FMV. The end result is a very low COD.

• COD- In other words, what is the variation (or 
spread) within the dataset ratios? 



Summary

 PVR conducts an 
equalization study to 
equalize tax rates and 
to determine when 
towns need 
reappraisal.

 Fair market value and 
CLA (or other 
appropriate 
equalization ratio) are 
key factors to consider 
in all appeal 
considerations.



Fair Market Value and Equalization

 Why are these important in the appeals 
process?

 At all levels of appeal- hearing officers or boards of 
appeal are charged with the following tasks:
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