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Introduction 
 

This learner guide discusses the following: 

• The requirements to prepare an appraisal. 

• Inspection (pre-inspection and physical inspection) of a property, business or space. 

• Appraisal methods. 

• Methods used to qualify vendor/lessor clients. 
 

All activities are considered in relation to the professional standards required of real estate licensees. 

 

Property inspections 

The property inspection is a time to build rapport with the client, show your professional attention to 

detail and identify the strengths and weaknesses of the property for future marketing. 

However, primarily inspection of the property is the first step in the appraisal process. This inspection is 

carried out by the listing licensee during the initial stage of obtaining the listing for a property, business, 

or space to be marketed on behalf of a potential client vendor or lessor. 

The purpose of the inspection process is to familiarise yourself with both the external and internal 

features of a property, identify any special features and any potential issues. This information, along 

with other data you have gathered regarding the property, will help you to undertake and present to 

your client a professional and comprehensive appraisal of their property, business, or space. 

This appraisal, which needs to be provided before an agency agreement is signed, will indicate the 

likely selling/leasing price of the property in the current market conditions. 
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Pre-inspection process 

It is important to complete a detailed pre-inspection process for the property, business, or space so that 

you have the background information required to carry out the physical inspection and to then prepare 

an appraisal. 

Information that you may need to collect/check during the pre-inspection process may come from the 

following source: 

• A current certificate of title (computer register). 

• Council website 

• Property Guru or similar property information sites 

• Zoning maps 

• District, regional and unitary plans 

• School zones 

• Information from the owner 

• Business Accounts 

 

You will need to find to discover as much as you can about the property from the above sources before 

visiting the property including: 

 

• Prospective client’s name and contact details. You should have this from their initial enquiry. 

Check the title to clarify ownership and signing authority (in writing) where the name of the 

prospective client is not the only one named as the registered owner of the property. This is 

particularly important in the case of co-ownership, joint ownership, trusts or companies. Best 

practice is to present the appraisal to all co-owners at the same time. 

• The legal description of property, including the type of title i.e., whether it is fee simple, leasehold, 

cross lease, unit title, or company share, etc. 

• Any other key information such as any ‘interests’ registered on the certificate of title – e.g., 

covenants, easements, leases or mortgages that affect it. 

• Zoning restrictions or future plans for the site or area from the District or Unitary Plan 

• The rates payable on the property. The client should have a copy of the current rates demand 

from the local authority. 

• If the property is tenanted, ensure you know this information and have confirmation of the 

tenant(s) name and contact number, and details of the tenancy agreement in place. A good 

relationship with tenants is critical to a trouble-free listing of rented property.   Section 48 of the 

Residential Tenancies Act 1986 states inspection access requirements and also covers access 

requirements when showing potential customers through a property. 

• For businesses, documents may include, for example, financial statements, GST returns, plant 

and equipment schedules, lease documents, licensing details, forward supply contracts, franchise 

agreements and/or employment agreements. 

• They may also include year-to-date as well as yearly financial statements, with lease documents 

establishing security of tenure (i.e., lease term and any possible lease extension available), 

trends of the accounts are stable (i.e., Are they stable? What are the sales trends - going up or 

down?), employee relationships and ease of transition of ownership, plant and equipment and 

what state it is in, competition in the area, ease of operation, profit achieved and whether it is 

maintainable or whether there is potential to increase sales and profits, owner input and how 

reliant the business is on the owner. 
 

All the required information may not be available at this stage, but make sure that you have 

gathered and considered all relevant information before an appraisal is confirmed. 
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Certain information on the computer register (certificate of title) may well influence 

the appraised price for the property.  

These include 

• Tenure of the land – is the property is a unit title property or cross lease or fee simple? 

• The form of ownership will affect the value of the property. For example, a property that is fee 

simple will generally have a greater value than a leasehold property. 

• ‘Interests’ listed against the property – e.g., easements, building restrictions. 

     If the interests place restrictions on the type of home or the type of improvements that can be 

built on the property this may affect its value 

• The area of the land - the area of the land will affect the value of the property. 

 

Physical inspection 
 

The next step is to carry out a physical inspection of the property so the licensee can: 
 

• be familiar with both the external and internal features of a property. 

• identify any special features and any potential issues. 

• gather reliable information to use when preparing the appraisal. 
 

It is important to take enough time to conduct a full physical inspection of the property. 
 

A careful inspection of the property - both inside and outside must always be completed. This not 

only ensures all the relevant information is obtained but demonstrates to the prospective client that 

you are doing a thorough, professional job. 
 

Licensees may choose to do the inspection alone, or with colleagues. If others are invited to assist, 

it is important to seek the prospective client’s (or tenant’s) permission in advance. 

 
Inspections carried out by newly qualified salespeople should be under the guidance of a 

supervising agent or branch manager. Talk with your supervisor if you feel you need more direction 

and control to help you carry out the work competently and accurately. 

 

Fixtures, fittings, and chattels 

 
It is important to check with the prospective client to determine which chattels are to be included in 

the transaction and to confirm fixtures and fittings. The client must understand that items included in 

the transaction must be in reasonable working order and state of repair when the transaction 

completes. 
 

Fixtures and fittings, in general terms, form part of the property, business or space and are 

permanently fixed to the land or buildings. They are intended to provide permanent improvement to 

the land or buildings and should generally remain in place unless expressly excluded from the 

transaction. 

Examples of fixtures and fitting include: an attached garage or carport; an anchored garden shed; a 

built-in mantelpiece; built-in bookshelves; vanity units; pool; etc. 
 

Chattels are not permanently fixed. Some examples of chattels are stove; dishwasher, refrigerator, 

microwave, washing machine/dryer, types of floor coverings, light fittings, blinds, curtains, drapes, a 

movable garden shed etc. 
 

Depending on interpretation some chattel items could also be considered fixtures or fittings and vice 

versa. 
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You must confirm the chattels, fixtures and fittings that are included (and excluded) in the transaction 

and take account of these when preparing the appraisal. Ensuring clarity around this is the safest 

way of avoiding any arguments or potential compensation claims later. 

Ensure that any items included are the unencumbered property of the client, i.e., they own them 

outright. If they do not own them, they cannot be included in the sale. It can be a costly exercise for a 

licensee when a mistake is made, and a chattel is included in the sale when it is not intended to be. 

Chattels recorded in a lease agreement may either be the lessor/landlord’s chattels or the 

lessee/tenant’s chattels. It is important to confirm who owns the chattels. 

Inspection process 

The inspection process that needs to be followed and the type of information that should be taken 

into consideration during an inspection will vary depending on the type of property. You need to 

confirm whether the property is a residential property, a multi-unit residential property, a lifestyle or 

rural property. Other types of real estate such as rural, horticultural, or specialised units, business, 

commercial, or industrial also require different inspection approaches. 

All processes followed must be suitable to the industry sector and in accordance with the agency’s 

policies and procedures. 
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Inspection process example 

Some of the features to be inspected for a residential property and a multi-unit residential property 

are included in the example below. 

 

 Residential Multi-unit 

residential 

Pre-inspection research should include the following: 

Prospective client’s name and contact details. Yes Yes 

Certificate of title number. Yes Yes 

Legal owner(s) details - know who is legally entitled to sign the agency 
agreement. 

Yes Yes 

Legal description of property - Lot, DP etc; size of land Yes Yes 

Type of title - freehold, leasehold, stratum estate etc. Yes Yes 

Any interests on the certificate of title. (Like easements, covenants)  Yes Yes 

Identification of principal unit and accessory unit or identification or flats 
plan details (for unit title property). 

N/A Yes 

Body corporate information for unit titles or memorandum of lease for 

cross-lease properties. 
N/A Yes 

Current rating notice recorded on Council or agency’s property info 
website 

Yes Yes 

Property details from REINZ www.propertysmarts.co.nz or 
Property Guru www.property-guru.co.nz or similar. 

Yes Yes 

Physical inspection should include the following: 

General features 

Correct street address – ensure that street numbering is correct, 

especially for cross-lease properties, townhouses, units, or apartments. 
Yes Yes 

Style of property – for example, villa, bungalow, flat, apartment, multi-
unit townhouse complex. 

Yes Yes 

Number of storeys. Yes Yes 

Age of building. Yes Yes 

Services – for example, water (town supply, tank, bore), electricity 
(underground cabling or overhead wiring), gas, SKY television aerial, 
internet access and speed. 

Yes Yes 

School zones – research which schools (primary and secondary) the 
property is zoned for. Full details of school zones are available online 
from the Ministry of Education or the various property info websites 
your agency may subscribe to. If it is a particularly important selling 
point, contact local schools to confirm the zoning. 

Yes Yes 

Proximity to other amenities such as shops and public transport. Yes Yes 

http://www.propertysmarts.co.nz/
http://www.property-guru.co.nz/
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 Residential Multi-unit 

residential 

Exterior property/land features 

Roof – corrugated iron, pressed steel tiles, asphalt tiles, concrete tiles 

etc. 
Yes Yes 

Exterior cladding – brick, weatherboard, corrugated iron, plaster, 

concrete block, Weatherside etc. 
Yes Yes 

Land features – sloping or flat section, fenced, mature trees, fruit trees, 

orientation etc. 
Yes Yes 

Land area – for multi-units identify exclusive use areas and common 

areas. 
Yes Yes 

Parking – availability of garaging, as well as off-street parking. For 

multi-units identify exclusive use areas and common areas. 
Yes Yes 

Exterior features – landscaped gardens, patio, decks, fountains, 

exterior buildings etc. For multi-units identify exclusive use areas and 

common areas. 

Yes Yes 

Recreational features – swimming pool, tennis court, children’s play 

area etc. For multi-units identify exclusive use areas and common 

areas including features such as elevators. 

Yes Yes 

View – sea views, overlooking bush, neighbouring a park, no view etc. Yes Yes 

Interior property features 

Interior rooms – take note of all interior rooms, such as number of living 

spaces, separate dining or lounge areas, conservatory, rumpus, study, 

number of bedrooms, number of bathrooms. 

Yes Yes 

Interior features – designer kitchen, feature fireplace, open-plan living 

etc, Cathedral ceilings, sweeping staircase 
Yes Yes 

Interior construction – block interior walls, polished concrete floors, 

polyurethane timber floors, plaster ceilings, wooden tongue, and 

groove ceilings etc. 

Yes Yes 

Heating or cooling – central heating, gas heaters, heat pumps, air 

conditioning etc. 
Yes Yes 

Joinery – aluminium or timber. Yes Yes 

Fixtures, fittings and chattels 

Confirm 

• what is included (and excluded) in sale 

• that the included chattels are in reasonable working order and 
state of repair,  

• that they are the unencumbered property of the client. 

Yes Yes 
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Many real estate agencies require licensees to record the results of an inspection on a Property 

description sheet like the one shown below. The Property description sheet may be in electronic form. 
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Exterior  Exterior features  Bedrooms  Interior features  Additional  
☐  Weatherboard  

  
☐  Balcony  Single (no)         ☐  Polished floors  ☐  Smart wiring  

  Type         ☐  Deck/Patio  Double (no)         ☐  Walk-in-wardrobe  ☐  Broad band  

  (Pine, Cedar, PVC etc)  ☐  Pergola  Bathrooms/Toilets (number)  ☐  Pantry  ☐  Satellite dish  

☐  Concrete  ☐  Veranda  ☐  Separate baths  ☐  Airconditioning  ☐  Rewired  

☐  Concrete block  ☐  BBQ area  ☐  Separate WC  ☐  Other - Specify  ☐  TV sockets  

☐  Brick  ☐  Garden  ☐  Separate shower room         ☐  Other - Specify  

☐  Stone  ☐  Clothesline  ☐  Comb bath/WC  Flooring         

☐  
Fibre Cement  
Fibrolite/Harditex  
Linear/Hardiplank  

☐  Pool/Spa  ☐  Ensuite  ☐  Concrete  Chattels included  
☐  Tennis Court  Dining  ☐  Tongue & groove  ☐  Blinds  

☐  Other - Specify  ☐  Open plan  ☐  Particle wood  ☐  Curtains 

☐  
Monolithic cladding-  
Stucco/Roughcast  

☐         ☐  Combined kitchen  ☐  Other - Specify  ☐  Drapes 

Swimming 
Pool/Spa  

☐  Combined lounge         ☐  Security Alarm  

☐  Corrugated iron  ☐  Above ground  ☐  Separate  Floor covering  ☐  Dishwasher 

☐  Weatherside  ☐  inground  Lounge  ☐  Carpet  ☐  Microwave  

☐  Other – specify  ☐  Heated  ☐  Open plan  ☐  Vinyl  ☐  Extractor (fan/s) 

         ☐  Indoor  ☐  Combined kitchen  ☐  Tiles  ☐  Fixed floor covering  

Joinery  ☐  Spa  ☐  Combined lounge  ☐  Parquetry  ☐  Security alarm  

☐  Aluminium  ☐  Fencing Complies  ☐  Separate  ☐  Overlay  ☐  Garage door opener  

☐  Wooden  Garaging  Kitchen  ☐  Other - Specify  ☐  Heated towel rail/s  

☐  Steel  ☐  No garage/carport  ☐  Designer                
☐  Double glazed  ☐  Carport  ☐  Modern  Hot Water Heating  ☐  Light fittings  

☐  Other – specify  ☐  Single garage  ☐  Standard  ☐  Electric  ☐  Rangehood  

         ☐  Double Garage  Stove  ☐  Gas  ☐  Stove  

Roof  ☐  Tandem Garage  ☐  Electric  ☐  Solar  ☐  Cooktop/oven  

☐  Metal profile tiles  ☐  Internal access  ☐  Gas (mains)  ☐  Other - Specify  ☐  Waste master  

☐  Long run Colour steel  ☐  Lockup  ☐  Gas (bottled)         ☐  Ducted Vacuum  

☐  Decramastic type  ☐  Off Street Carpark  Laundry  Heating  ☐  TV Aerial  

☐  Concrete tile  Land Contour  ☐  Separate  ☐  Gas  ☐  Garden shed  

☐  Shingle  ☐  Level  ☐  Cupboard  ☐  Electric  ☐  Solar panels/ACC  

☐  Corrugated iron  ☐  Sloping  Other rooms  ☐  Solar  ☐  Pool accessories  

☐  Other - specify    Steep  ☐  Family room  ☐  Heat pump  Additional Chattels  

           Mixed  ☐  Rumpus  ☐  Central heating         

Foundations  Water supply  ☐  Study  ☐  Open fire         
☐  Timber piles  ☐  Town supply  ☐  Conservatory/Sunroom  ☐  Wood burner         
☐  Concrete piles  ☐  Tank (L)  ☐  Sleepout  ☐  Pot belly  Excluded Chattels  
☐  Concrete block  ☐  Bore  ☐  Workshop  ☐  Air conditioning         
☐  Brick  ☐  Irrigation  ☐  Other - Specify  ☐  Ventilation system         
☐  Pole  Sewage         ☐  Other - Specify  General Remarks  
☐  Other - specify  ☐  Council network  View / Outlook         

  

         ☐  Septic tank  ☐  City  Insulation  

Fencing  ☐  Bio cycle  ☐  ☐  ☐  Ceiling  

☐  Fully fenced  ☐  Other - supply  ☐  Park  ☐  Wall  

☐  Partially fenced           ☐  Rural  ☐  Floor  

☐  Not fenced  Amenities  ☐  Sea/Harbour  ☐  None  

Frontage  ☐  Close to schools  ☐  None  Confidential Comments  
☐  Street  ☐  Close to shops  ☐  Other - Specify    
☐  Right of way (ROW)  ☐  

Close to transport         
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Lawyers Name         City          

Firms Name         Work Phone          

Email         Mobile           

☐  Consent to the Agent to approach Client’s lawyer  Fax          

 Ground Lease Details (if applicable)   

Lessor Name         Lease No.          

Contact person         Phone          

Email         Fax          

Lawyer for the Lessor   

Contact         City          

Firm Name         Phone          

Email         Fax          

 Tenancy (if any)  ☐  Tenanted   

Tenants Name         Phone          

☐  Periodic  ☐  Fixed  If fixed – end date         Bon d $         

Property Manager name (if relevant)         Phone          

Viewing Instructions      

Comments   

 Body Corporate Fee per annum $         Body Corp. Manager/Chairperson   
       

Phone number         Fax         Email          

Address          

   Body Corporate notes or documents 
available          

Pre-Contract disclosure arrangements          

☐  Consent to the Agent to approach and obtain documents from the Body Corporate   

   Work on the property    

☐  Insulation loan obtained from the local council   

Work done to then property          

Pending works          

    Office         Joint Listing Company         

Listing Salesperson (1)         Listing Salesperson (2)         REF         

  

Signature of Clients/ s or authorised person: _________________________Date: _______________  

Signature of Clients/ s or authorised person: _________________________Date: _______________ 
  

Signature of Clients/ s or authorised person: _________________________Date: _______________ 

Signature of Clients/ s or authorised person: _________________________Date: _______________ 
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The Property Inspection Report is an important step in the appraisal process, because it will form 

part of the agency agreement and become the source document for details shown on the agency’s 

advertising websites for the property. 
 

Once the Agency Agreement is signed, the details on the property inspection sheet are uploaded into 

the Company Management System and used for advertising on the website and by other Licensees 

who may have a buyer for this property. 

.  

Recording information from inspection 

 
It is important to accurately record details of what you see when inspecting a property for the purpose of 

completing an appraisal. It is important that you clearly record which chattels are included in the sale 

and which are excluded. Licensees should keep in mind that the Property Inspection Report is not just 

an important step in the appraisal process. It is also likely to form part of the agency agreement and 

become the source document for details shown on the agency’s advertising websites for the property.  
 

Attention to detail is essential. 
 

Here is an example of how details observed in an inspection 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

Additional Chattels 

• Microwave 
 

Excluded Chattels 

• Refrigerator 

 

Kitchen  

☐  Standard 

☐  Modern Kitchen 

☒

☐  

Designer  

☒  Electric Stove 

☐  Gas Stove 

☐ Dishwasher 

☒  Rangehood 

  

☐  Other - Specify  

 

Description – could include: 

White lacquered cabinets, 

black granite benchtop, gas 

and ceramic cooktop. 
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It is important to note details of any defects you observe. Here are two examples of how defects were 

recorded. 

This property has water damage on the ceiling of one bedroom. This could indicate that 

water is getting in through the roof structure or some other way. There may be a defect 

that needs to be disclosed to potential buyers. 
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Client’s responsibility to disclose. 

 
It is important to discuss any potential defects with your prospective clients and to make them aware 

that it is in their best interest to fully disclose at the beginning of the process anything they know 

about the property that may impact the appraisal. 
 

Full and early disclosure can help reduce the risk of a property languishing on the market and 

potentially underselling or a subsequent transaction failing to settle, and it can help to prevent legal 

consequences which might arise due to incomplete disclosure. 
 

Prospective clients will be asked to provide any material documents or other information which 

might impact on the appraisal. If their answers to licensee’s questions are unclear or raise ‘red flags’ 

it might be necessary to make a relevant note in your appraisal pending confirmation or clarification 

of the issue/s at hand. 
 

‘Red flag’ indicators could be anything about the property, business or space that could potentially 

be a problem. For example, presence of stigmatised materials (such as asbestos), the building 

being of a kind that may be susceptible to weathertightness issues, incomplete compliance 

documentation, any issues beyond the boundary (for example, in relation to future development that 

could compromise the enjoyment of the property or have impact on the activities of a business.) 

Licensees must comply with the obligations set under rules 10.7 and 10.8 of the Code of Conduct. 

These Rules clearly outline what is required in terms of defects. At the appraisal stage it is a good 

idea to canvass and resolve with your prospective client any issues which might impact your 

appraisal or the subsequent sale process early on, so you can both comply with these Rules and 

avoid setbacks or delays further down the track. 

 

Disclosure of defects 

 

 
The following footnote about weathertightness is provided in the Code of Conduct: 
 

* For example, houses built within a particular period of time, and of particular materials, are or 

may be at risk of weathertightness problems. A licensee could reasonably be expected to know 

of this risk (whether or not a seller directly discloses any weathertightness problems). While a 

customer is expected to inquire into risks regarding a property and to undertake the necessary 

inspections and seek advice, the licensee must not simply rely on caveat emptor. This example 

is provided by way of guidance only and does not limit the range of issues to be taken into 

account under rule 10.7. 

 

Rule 10.8 A licensee must not continue to act for a client who directs that information of the type      

                 referred to in rule 10.7 be withheld. 

Rule 10.7 A licensee is not required to discover hidden or underlying defects in land but must 

disclose known defects to a customer. Where it would appear likely to a reasonably 

competent licensee that land may be subject to hidden or underlying defects, a licensee 

must either— 

(a) obtain confirmation from the client, supported by evidence or expert advice, 
that the land in question is not subject to defect; or 

(b) ensure that a customer is informed of any significant potential risk so that the customer 
can seek expert advice if the customer so chooses. 
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The Disciplinary Tribunal decisions that have imposed additional disclosure requirements on licensees 

in relation to weathertightness issues are described below. 

 

• Licensees are expected to be able to identify properties that may have issues related to 

cladding (and therefore potential issues relating to weathertightness). 

• If a licensee is aware that a property is of a type that is prone to weathertightness issues, they 

cannot remain silent and simply rely on a vendor’s statement that there are no issues, nor the 

fact that the purchaser obtained their own building report. 

• Licensees need to go further and point the weathertightness concern out to the vendor (and 

obtain confirmation supported by evidence or expert advice that the property is weathertight); or 

raise the issue with the purchaser and strongly suggest that the potential purchaser obtain a 

comprehensive building report (after discussions with the vendor). 

 
  Rule 10.8 would apply if the vendor refused disclosure. 

Further information refers to: 

• Learner Guides 23136 for your Disclosure Obligations and  

• Learner Guide 23157, for building styles, materials and weathertightness profiles 
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Appraisals 

 
• Before a licensee can offer a property for sale through an agency agreement, they must first 

provide their prospective client with a written appraisal. 

• Prospective clients need to understand that an appraisal is not a valuation. A valuation can only 

be provided by a qualified and registered valuer. 

• An accurate appraisal will, however, indicate the likely selling price or price range of a property 

or business, or the lease price for a space in the current market conditions. 

• A written appraisal is a requirement for all industry sectors (residential, rural, lifestyle, 

horticultural or specialised unit, business, commercial and industrial). 

• A written appraisal must be provided whether the property is to be advertised with or without a 

price. Three key rules from the Code of Conduct that relate to appraisals are 10.2, 10.3 and 

10.6(a). 

 

The Rules set out the criteria that an appraisal must meet 

 
Rule 10.2 outlines the criteria that an appraisal must meet. Rule 10.2 says: 
 

 

The key points covered by rule 10.2 are as follows: 
 

• Appraisals must be provided in writing - though the rules do not prescribe a specific format. The 

agency’s processes and procedures should be followed. 

• Appraisals must be realistically based on the market conditions at the time. Licensees must not 

over-represent or under-represent the potential market value of a property, business or space. 

• Appraisals must be based on factual market information (comparable properties and sales 

figures). 

When there is no comparable or semi-comparable sales information 

 
Rule 10.3 outlines what must happen if you are appraising a property, business or space but 

no comparable or semi-comparable sales information exists. 

 

An appraisal must still be provided, but the licensee is required to explain to the client in writing 

that there is no available comparable or semi-comparable sales information. 

 
  

Rule 10.2 An appraisal of land or a business must— 

(a) be provided in writing to a client by a licensee; and 

(b) realistically reflect current market conditions; and 

(c) be supported by comparable information on sales of similar land in similar locations or 

businesses. 

Rule 10.3 Where no, directly comparable or semi-comparable sales data exists, a licensee must     

                explain this, in writing, to a client. 
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The REA has provided the following guidance in relation to rule 10.3: 
 

• The lack of comparable information to use for an appraisal should be rare in practice. 

• The REA has noted that the claim of no comparable data is most often made in relation to 

commercial listings. 

• For commercial leases, even though a licensee may not be able to refer to particular leases, 

they should know how much per square metre particular types of real estate are leasing for at 

any given time. 

• Licensees are not expected to disclose confidential information in providing comparable sales 

information and may be able to refer to it in the appraisal without identifying the subjects being 

used for comparison. 

(Sawyers & Jennings, 2013) 

 

Estimated commission must be calculated based on the appraisal 

 
Rule 10.6 outlines the requirements that must be met before a prospective client signs an agency 

agreement.   

 

 

As we can see, before the agency agreement is signed, rule 10.6(a) requires the following: 
 

• The licensee must explain to the prospective client the commission they will need to pay if the 

transaction is successfully completed under the agency agreement. 

• The explanation must confirm how and when the commission will be paid and how much it will 

be (based on an estimated actual $ amount). 

• The estimated commission must be calculated based on the appraisal completed for the 

property, business or space. 

• This means the estimated commission must be based on the appraised price (or price range of 

the subject property). 

• If you have appraised a price range rather than a price, there should be no more than a 10% 

spread. The $ amount for the estimated commission should be calculated by taking the 

estimated price for commission from the middle or top of the price range. 

• We can see it follows, then, that a written appraisal (as required under Rule 10.2) must have 

been completed first, so we can comply with Rule 10.6(a) by inserting the estimated commission 

payable based on the appraised price before inviting the prospective client to sign an agency 

agreement. 

Agency agreements 

Rule 10.6 Before a prospective client signs an agency agreement, a licensee must explain to 

the prospective client and set out in writing— 

(a) the conditions under which commission must be paid and how commission is 

calculated, including an estimated cost (actual $ amount) of commission payable by 

the client, based on the appraisal provided under rule 10.2: 

(b) when the agency agreement ends. 

(c) how the land or business will be marketed and advertised, including any additional 

expenses that such advertising and marketing will incur: 

(d) that the client is not obliged to agree to the additional expenses referred to in rule 

10.6(c): 

(e) that further information on agency agreements and contractual documents is 

available from the Authority and how to access this information. 
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Appraisal methods 

Rule 10.2 of the Code of Conduct requires that ‘an appraisal of land or business must be 

supported by any available comparable information from sales of similar land, in similar locations, 

or businesses. 
 

Comparative Market Analysis (CMA) 
 

A CMA (comparative market analysis) provides the comparable information required under rule 

10.2. 
 

It is good practice to also use other appraisal methods (as appropriate) to confirm the CMA. The 

CMA and some other appraisal methods are discussed in the following sections. 

CMA (comparative market analysis) is the most commonly used method of appraisal. This method 

is also variously referred to as current market analysis, competitive market appraisal, the ‘direct 

sales comparison method’ or ‘market appraisal method’. 
 

A CMA can be used to evaluate most types of property. 
 

CMA methodology 

 

A CMA is used to estimate the value of a property, business or space by comparing it to similar 

properties, businesses and spaces that have been sold or leased in the area recently. Properties 

that are currently on the market nearby, if they are priced, should also be included. 
 

When completing appraisal calculations, we call the property being appraised the ‘subject property’. 

 
These are the steps involved in completing a CMA method. 

 
Collect sales/listing data 

 

• Collect evidence of recent sales from available sales databases and verify the details.  

• Collect data on current listings of properties similar to the subject property. 
 

Your real estate agency will have guidelines on where to access data and how to conduct appraisals. 

There are electronic databases also provide sales information. 

• REINZ has recent sales database 

• Property-guru www.property-guru.co.nz/gurux ;  

• RPNZ (Core Logic) www.corelogic.co.nz/products/rpnz ;  

• Terranet www.terranet.co.nz QV www.qv.co.nz, 

• LINZ www.linz.govt.nz. 
 

Note:  

Care should be taken regarding the accuracy of information from some sites. Always cross-check 

information (like the number of bedrooms or exterior materials). 

For businesses, comparable information should be sourced from the agency’s in- house statistics and 

sources such as Bizstats www.bizstats.co.nz. 

In some areas, where sale by auction and tender are not common, you may want to include a 

column for asking price. 

http://www.property-guru.co.nz/gurux/
http://www.corelogic.co.nz/products/rpnz
http://www.terranet.co.nz/
http://www.qv.co.nz/
http://www.linz.govt.nz/
http://www.bizstats.co.nz/
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In this example, the property being appraised is 101A Flanders Avenue. 101A Flanders Avenue is a rental property. 

Sales data for 101A Flanders Avenue, Onewa  

  

  

 

Address Capital 

value 

Land 

value 

Last Sale 

Date 

Last Sale 

Price 

Land 

area 

Floor 

area 

Bdm Bth De
ck 

Wall Roof Tenure Year 

built 

Subject property              

101A Flanders Ave 639,000 300,000 11-Jun-15 435,000 408 148 3 2 N Brick Tile Pr F/hold 2004 

Recent sales             

18A Domain Cres 710,000 470,00 3-Feb-18 715,000 492 170 3 2 Y Brick Tile Pr F/hold 2006 

10B Edwina Ave 630,000 350,000 17-Mar-18 699,000  150 3 1 Y Stone Tile Pr C/lease 1987 

2/3 Comet Ln 610,000 310,000 17-Jan-18 595,000 327 123 3 1 Y Brick Tile Pr F/hold 2000 

1/89 Flanders Ave 650,000 305,000 19-Feb-18 692,000 347 151 3 2 Y Brick Tile Pr F/hold 2002 

75 Lakeview Dr 560,000 245,000 21-Jan-18 630,000  120 3 1 N Brick Tile Pr C/lease 1994 

24 Pinetree Road 650,000 360,000 17-Apr-18 725,000 434 141 2 1 Y Mixed Mixed F/hold 2014 

8A Forest View 575,000 325,000 31-Jan-18 650,000  140 3 2 Y Brick Tile Pr C/lease 1980 

7A Domain Cres 645,000 360,000 29-Jan-18 619,000 903 130 3 2 Y Brick Tile Pr F/hold 2011 

51 Chester Way 710,000 380,000 25-Feb-18 738,000 555 193 4 2 Y Mixed Tile Pr F/hold 2003 

5 Cramer Ct 620,000 275,000 28-Feb-18 650,000 600 160 4 1 N W/board G-iron F/hold 1990 

12 Aspect Way 725,000 360,000 21-Mar-18 700,000 732 250 4 3 Y R/cast Tile Pr F/hold 1990 

Currently on the market             

22 Pinetree Road 560,00 300,000 7-Jul-13 291,000 287 125 3 1 Y R/cast Tile Pr F/hold 2010 

4/23 Lakeview Dr 620,000 275,000 21-Jun-16 486,000 376 140 3 2 Y Brick Tile Pr F/hold 1994 

30 Chester Way 670,000 340,000 22-Sep-08 410,000 603 167 4 2 Y Brick Tile Pr F/hold 2004 

18A Domain Cres is a 

similar age, has the 

same number of 

bedrooms and 

bathrooms and is built 

of similar materials. 

However, the floor and 

land area are larger. 

2/3 Comet Lane 

has the same 

number of 

bedrooms and is a 

similar age. 

However, the floor 

area and land area 

are smaller 

1/89 Flanders Ave 

has a similar floor 

area, is a similar 

age and has the 

same number of 

bedrooms and 

bathrooms. 

51 Chester Way is 

about the same 

age and has the 

same number of 

bathrooms. 

However, it has 

one more bedroom 

and a larger floor 

and land area 

24 Pinetree Road has been excluded because it only has 2 bedrooms, and it is a much newer property. 5 Cramer Street has been eliminated as it has one more 

bedroom and one less bathroom and is constructed of a different material. 8A Forest View Road has been excluded because it is much older than the subject 

property. 
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Select comparable properties and exclude non-comparable 

It is particularly important to carefully select the properties, businesses, or spaces you are going to 

compare. 

A valid appraisal should include a comparison of three or four comparable properties, businesses or 

spaces that have been sold or leased recently. Sometimes there may be more comparison properties, 

sometimes less. 

The closer the similarity of the comparable properties, businesses, or spaces to the subject, the more 

accurate the appraisal will be. 

You must remove not select any non-comparable sales from your comparison. For example, you 

should not include a property that has substantial damage, is significantly older, larger, or smaller, is in 

a non-comparable location, or was sold in a mortgagee sale. 

In a real-life situation, driving by the sold or for sale properties can be a useful step to gauges the most 

comparable properties. The street appeal and neighbourhood amenities for each property play a part 

in its saleability. 

Note that the properties different licensees select as being comparable to the subject property may 

vary. However, it is important that they can each justify why they have chosen the particular properties 

as being most comparable. 

The table on the next page shows how comparable properties were selected from the properties listed 

in the previous table by a licensee, with reasons for the selection. The selected properties have been 

highlighted in yellow. 

Make adjustments to establish the appraised price 

When the comparable properties, business or spaces have been selected, you then need to look for 

differences between the subject property, business or space and the comparable properties, 

businesses, or spaces. This is referred to as ‘making adjustments. 

List these differences. For example, differences could relate to: 

• Level of renovation. 

• Special features (e.g., hi-spec fittings/fixtures, swimming pool). 

• Restrictions affecting the boundary and possible development. 

• Zoning factors. 

• Site factors. 
 

How recent the sale/lease of the comparable property, business or space was and any price 

movements in the market since then. 

A monetary ($) value will need to be put on each of the differences, and prices of the comparable 

properties, businesses or spaces must be adjusted accordingly. 

For example, a comparable residential property is identical in all other ways to the subject property, 

apart from the fact that it has four bedrooms (the subject property has three bedrooms). The value of 

the additional bedroom needs to be calculated and then deducted from the comparable property’s sale 

price. This gives an indication of the subject property’s value as it could be expected to sell for the same 

price as the comparable (minus the value of the additional bedroom), assuming all other factors were 

considered to be equal. 

Comparisons would then need to be made with the other properties selected so you can arrive at 

an appraised price for the subject property. This value may be expressed as a range (e.g. 

$640,000 to $650,000). 
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Adjustments are made to the comparable properties to take account of their differences to the 

subject property. ‘Adjustments to each comparable property are identified below with an 

explanation on how these features/details that could affect the comparable value of the subject 

property are marked by ‘-adj’ or ‘+adj’. 

 

‘-adj’ means the estimated value of the subject property will be less than the comparable 
property in terms of this feature/aspect 

+adj’ means the estimated value of the subject property will be more than the comparable 
property in terms of this feature/aspect 

 
Appraisal Analysis:  

18A Domain Cres Has a larger floor area and land area than 101A Flanders 
Avenue, so we need to subtract the value from 18A Domain Cres 
price. 

- adj. 

 

2/3 Comet Ln Has one less bathroom than 101A Flanders Avenue, so we need 
to add value to 101A Flanders Avenue  

 

Has a deck and 101A Flanders Avenue does not. We need to 

subtract the value of the deck from 2/3 Comet Ln price.  

 

+adj. 

 

- adj. 

 

1/89 Flanders Ave Smaller land so 101A Flanders Avenue would have value added 

to their property 

+adj 

51 Chester Way Mixed’ cladding, which has less value than the subject property’s 

brick cladding. This would add value to 101A Flanders Avenue.  
 

It has 4 bedrooms, 1 more than 101A Flanders Avenue so this 

would reduce the value of 101A Flanders Avenue. 

+adj 

 

-adj. 

 

 

The subject property is likely to have 

• A lesser value than 18A Domain Cres ($715,000). 

• A greater value than 2/3 Comet Lane ($699,000). 

• A greater value than 1/89 Flanders Ave ($692,000) 

• A lesser value overall than 51 Chester Way ($738,000). 
 

An Appraisal Price would be $705,000 

 

NOTE: It is recommended that Licensees keep copies of their working documents on file. Once 

used to compile the appraisal report/letter for the client they are available for checking if there are 

any queries regarding the appraisal at a later date and the licensee has a record of how they 

reached their appraised price. 
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How to apply the Comparative Market Analysis (CMA) method 

 

Here is a summary of the steps involved in arriving at an appraised price using the Comparative 

Market Analysis (CMA) method: 
 

 

 
 
 

 
 

 
 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

Presenting a CMA to prospective clients 
 

The REA provides the following guidance about presenting a CMA to prospective clients: 
 

• A licensee should have analysed the information when compiling the appraisal so should be in 

a good position to explain to the client how they have reached the appraised price and what 

they have based that appraised price on. 

• It is important when presenting appraisal information to make sure that the client understands 

the following points: 
 

o Why these properties, businesses or spaces have been selected as relevant. 

o How the information you are presenting translates into the appraised price you have 

arrived at for the client’s own property, business or space. 

o For example, you would need to explain any comparable reduction in the appraisal 

amount of a client’s own residential property in comparison to a similar house on the 

same street that had a higher level of renovation. 
 

(Sawyers & Jennings, 2013) 
 

Collect sales/listing data 
 

Collect evidence of recent sales from available sales databases and verify the details. 

Collect data on current listings of properties similar to the subject property. The ‘subject 

property’ means the property you are appraising. 

 

Select comparable properties and exclude non-comparable 

Select the sales that are genuine and similar to the subject property. The higher the level of 

similarity, the more accurate that appraisal will be. Three or four well-selected comparable 

properties should be sufficient. 

 

Analyse the data 

Consider the sales/listings information you have gathered and compare with the subject 

property. 

Factors to take into account could include the floor area, differences in type of title, or other 

features of, or improvements to, the property. 

Make adjustments for any differences. 

Other factors might also affect the final appraised price. For example, price movements 

since the date of sale, local authority zoning or commuting routes. 
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Note: The level of renovation may not be obvious and is not part of the reporting statistics. This 

information may not be available or may be information the salesperson has through their 

knowledge of properties in the area. 

 

Using another appraisal method as a ‘back up’ 

 
It is often useful to apply another appraisal method in conjunction with the CMA, as a ‘back up’, to 

improve the accuracy of your appraisal. 

 
However, it is important that you use an appropriate method for the particular type of property you 

are appraising. It is also important that you use properties that are as similar as possible to the 

subject property. 

 
You may also need to use these other methods if there is insufficient comparable sales data 

available (For example, if the property is in a small provincial town with low sales volume; when the 

property has particularly unique features; or the first completed property in a new subdivision) 

 
Other appraisal methods 

There are several other methods of appraisal that can be used to back up or cross-check a CMA, or 

that may need to be used as a principal method in the rare event that comparable sales data is not 

available. The most suitable method(s) will depend on the type of property, business or space being 

appraised. 

 
Here, we will cover the additional appraisal methods, along with information about what types of 

properties they are typically used to appraise. Later we will look at the detailed working for some of 

these methods. 

 

• Capitalisation of income method 

• Net rate method 

• Replacement Cost method 

• Highest and best use analysis 
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Capitalisation of income method 
 

Here is a summary of the steps involved in the finding an appraised price using the Capitalisation of 

Income Method: 

 

 

 

 
 
 
 
 
 
 

 
 

 

 
 
 
 

 

 
 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

  

Calculate the Capitalisation Rate for comparable properties 

Calculate the Capitalisation Rate for 4 to 6 rental properties that are similar in 

location and nature to the subject property. 

Capitalisation rate (R) = annual net operating income ÷ sale price (or present value) 

 

 

Analyse the Cap Rates for the comparable properties to arrive at a Cap Rate to 

apply to subject property 

Analyse the Cap Rates of comparable investment properties in the area to derive an 

approximate capitalisation rate to apply to the subject property. 

 

Establish the appraised price of the subject property 

Apply the Cap Rate you have derived into this formula 

Present value(V) = Annual net operating income (I) ÷ Capitalisation rate (R)  

to find the appraised price or range for the subject property. 

 

 

 

Calculate net operating income 
 

Subtract annual operating expenses (OPEX) from annual gross income to arrive at the net 
operating income. 

Assess gross annual income 
 

Assess the effective gross annual income from rent(s) using current market rents the subject 

property can produce, allowing for tenant turn-over (vacancy) and defaults or bad debts. 

Effective annual gross income + 52 weeks x weekly rental income 

Estimate operating expenses (OPEX) 
 

Estimate the minimum annual operating expenses by totaling expense amounts such as 

maintenance, management fees, rates and insurance. 
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How to apply the Capitalisation of Income Method 

This method is used for properties that produce an income, such as investment properties/rental 

flats, and multi-unit residential properties where the price is based on return on investment. 

This method is based on deriving the net income generated from the property and then dividing this 

by the current rate of return compared with similar rental properties in the area to establish an 

appraised price. 

This method is based on the Anticipation principle (outlay a capital sum now for the benefits to be 

derived from future ownership of the property, which are income and capital gain.) 
 

This method could be used as a backup for the CMA appraisal on 101A Flanders Avenue, because 

it is a rental property. 

The formula used is V = I ÷ R 

Where:    V = present value or sale price 

I = annual net operating income 

R ÷ capitalisation rate. 

If any two of V, I and R are known, the third can be calculated by rearranging the equation.  
 

Capitalisation Rate (or ‘cap rate’) 

 

The capitalisation rate, or cap rate, (R) is the ratio between the net operating income produced by 

an asset and its capital cost, or alternatively its current market value. The rate is calculated by re- 

arranging the formula: 

R = I ÷ V 

Capitalisation Rate = annual net operating income ÷ cost (or value) 

 

For example, if a building is sold for $500,000 and it produces $50,000 in net operating income 

(amount left over after fixed costs and variable costs are subtracted from gross rental income) for 

one year, then: 

Capitalisation Rate = Annual net operating income (I) ÷ present cost or value (V) 
 

= $50,000 ÷ $500,000 

= 0.10 or 10% 
 

The asset's capitalisation rate is ten percent. This means one-tenth of the building's cost is paid by 

the year's net proceeds. 

Using four rental properties that are comparable to the subject property and are in a similar area we 

will be able to calculate the Capitalisation rate. 

Subject property rental is $545 per week 

▪ 18A Domain Crescent - $570 per week 

▪ 1/89 Flanders Avenue - $550 per week 

▪ 10B Edwina Avenue - $550 per week 

▪ 51 Chester Way - $575 per week 
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Operating Expenses Totalled below. 

 

 Rates Maintenance Insurance Management) TOTAL 

101A Flanders Ave $ 1236.42 $1205.00 $ 895.00 $1700.00 $ 5036.42 

18A Domain Cr $ 2132.20 $1200 $ 850.00 $1778.40 $ 5960.60 

1/89 
Flanders Ave 

$ 2207.23 $1150.00 $ 865.00 $2002.00 $ 6094.23 

10B Edwina Avenue $ 2119.11 $1215.00 $ 1075.00 $1443.00 $ 5839.11 

51 Chester Way $ 2207.23 $1015.00 $ 915.00 $1482.00 $ 5502.23 

 

Analysing the four capitalisation rates will give you the Capitalisation rate for the subject property. 
 

 Potential 
gross 
income 
52 x weekly 
rental 

Less 
Vacancy/Ba
d debts (3% 
of gross 
income) 

Less 
Operating 
expenses 

Net 
Operating 
Income (I) 

Selling price 
(V) 

Capitalisatio
n rate (R) 
R = I ÷ V 

101A 
Flanders 
Ave 

52 x 545 

= $28,340.00 
$ 850.20 $ 5,036.42 $22,452.98 ? ? 

18A 
Domain Cr 

52 x 570 

= $29,640.00 
$ 889.20 $ 5,960.60 $ 22,790.20 $715,000.00 0.0319 (3.19%) 

1/89 
Flanders 
Ave 

52 x 550 

= $28,600.00 $ 858.20 $ 6,094.23 $ 21,647.77 $692,000.00 0.0313 (3.13%) 

10B 
Edwina 
Avenue 

52 x 550 

= $28,600.00 
$ 858.00 $ 5,839.11 $ 12,902.89 $699,000.00 0.0317 (3.13%) 

51 Chester 
Way 

52 x 575 

= $29,900.00 
$ 897.00 $ 5502.23 $ 23500.77 $738,000.00 0.0315 (3.18%) 

 

Establishing an appraised price for the property 
 

You need to choose the most appropriate Cap Rate to apply to the subject property. In this case we 

have established the cap rate by averaging the Cap rates from the comparable properties for 101A 

Flanders Avenue as 3.16% or 0.0316. Alternatively we could have chosen the rate from the most 

similar property  

Now we need to apply this to find an appraised price for 101A Flanders Avenue using the 

Capitalisation of Income method. 

Value = Annual Net Operating Income ÷ Capitalisation Rate  

V   = I   ÷ R 

Value = $ 22,452.98 ÷ 0.0316  = $710,900.00 (to the nearest hundred dollars) 

 

Appraised price for 101A Flanders Avenue using the CMA is $705,000 and using the Capitalisation 

of Income method is $710,900. 
 

We consider the value for both the CMA method and the Capitalisation of Income method to arrive at 

an overall appraised price or range of for 101A Flanders Avenue is $ 700,000 to $715,000. 
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Subject property 

101A Flanders Avenue Onewa 
 

 Last sale 
price 

Last sale 
date 

Year Built 
Floor  

Area 

Land  

Area 
Capital 
value 

Land 

Value  
Beds Baths Deck Walls Roof Tenure 

101A Flanders 
Avenue  

$435.00 
11th Jun -
15 

2004 148m2 408m2 $639,000 $300,000 3 2 N Brick  F/H 

 

Comparable Sales in the Area 

18A Domain 
Crescent  

$ 715,000 3-Feb-18 2006 170m2 492m2 $710,000 $470,000 3 2 Y Brick Tile F/H 

2/3 Comet 
Lane  

$ 595,000 17-Jan-18 2000 123m2 327m2 $610,000 $310,000 3 2 Y Brick Tile F/H 

1/89 Flanders 
Avenue  

$ 692,000 19-Feb-18 2002 151m2 347m2 $650,000 $305,000 3 2 Y Brick Tile F/H 

51 Chester 
Way  

$738,000 25-Feb-18 2003 193m2 555m2 $710,000 $380,000 4 2 Y Mixed Tile F/H 

10B Edwina 
Avenue  

$ 699,000 17-Mar-18 1987 150m2  $630,000 $350,000 3 1 Y Stone Tile 
Cross 
Lease 

75 Lakeview 
Drive 

$ 630,000 21-Jan-18 1994 151m2  $560,000 $245,000 3 1 N Brick Tile 
Cross 
Lease 

24 Pinetree 
Road 

$ 725,000 17-Apr-18 2014 141m2 434m2 $630,000 $350,000 2 1 Y Mixed Mixed F/H 

8A Forest 
View Road 

$ 650,000 31-Jan-18 1980 140m2  $575,000 $325,000 3 2 Y Brick Tile 
Cross 
Lease 

7A Domain 
Crescent 

$ 619,000 29-Jan-18 2011 130m2  $645,000 $360,000 3 1 Y Brick Tile F/H 

5 Cramer 
Court 

$ 650,000 28-Feb-18 1990 160m2 600m2 $620,000 $275,000 4 1 N W/Board G/Iron  F/H 

 

Currently for sale in the Area 

22 Pinetree 
Road 

$ 291,00 7-Jul-13 2010 125m2 287m2 $560,000 $300,000 3 1 Y R/Cast Tile  F/H 

4/23 Lakeview 
Drive 

$ 486,00 21-Jun-16 1994 140m2 376m2 $620,000 $275,000 3 2 Y Brick Tile  F/H 

30 Chester 
Way 

$410,00 22-Sep-08 2004 167m2 603m2 $670,000 $340,000 4 2 Y Brick Tile  F/H 

              



29  

 

Net rate method 
 
This method is commonly used for apartments or vacant land. 

 

It is useful when calculating an appraised price for similar types of properties, for example 

 

• properties of a similar size and type in a new subdivision, or 

• units in a multi-unit residential property where a high value is placed on living space, and 

variations in the prices of these properties closely match variations in floor area (e.g., 

apartments with the same ‘footprint’ and features in an apartment block). 

This method calculates the value of the property based on a net rate in dollars per square metre of 

floor area or land area. 

It also may be used for older buildings like villas and bungalows where there is not true replacement 

of the materials originally used (e.g., Kauri floors.) 
 

With the net rate method, sales of comparable properties are analysed to calculate a net rate in 

dollars per square metre of floor area as a reflection of what a typical purchaser would pay in the 

marketplace. 
 

It is a useful method to appraise properties such as units in multi-unit residential properties in a 

specific location where a high value is placed on living space, and variations in the prices of these 

properties closely match variations in floor area. 
 

The accuracy of this method depends on the matching of the comparable properties in terms 

of such factors as age, construction type, suburb or area of town, and outlook. 
 

This method is most accurate when the comparable properties and the property being appraised 

are of similar size. This is because the value placed by the market on each additional square metre 

decreases as the size of a residence increases. 
 

This method is for valuation and comparison of the living space, but can include other features such 

as terraces, garages, and outdoor areas, as long as these are comparable between the sold 

comparison properties and the property being appraised. 
 

If other features are not comparable, the method will require separation of these, and the net rate 

method applied to the comparison of the living space only. 
 

This method is also effective for determining prices for vacant land if there are comparable sales 

available so that a net rate simply becomes a rate per square metre that can be applied to the 

subject section. 

Over the following pages we will look at a worked example to find an appraised price for 1/3B 

Hanson Road, Eldersmere, an apartment in an apartment complex, using the Net Rate method. 

There are 5 blocks of apartments in this complex; Blocks 1,2, 3A, 3B and 3C. The apartments have 

been subject to leaky building syndrome. Block 1 has been re-clad in weatherboard. 
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How to apply the Net Rate Method 

 

Decide on the most relevant net rate to apply to the calculations for the subject property. 

The steps involved in the finding an appraised price using the Net Rate method are outlined below: 

 

  
  

Compile a range of comparable sales 
 

Compile a range of comparable sales. These properties should be similar to the size and 

interior standard of the subject property. 

 

Calculate net rate per square metre for each comparable property 
 

The formula for the net rate method is: 
 

Net rate per 
square metre = 

sale price – (chattel value + land value + improvement value) 
floor area 

 

For each comparable property, use the formula to get the net rate per square metre by 

• Deducting the estimated value of any chattels, land, and improvements and buildings not 

related to the main dwelling from the sale price of the comparable property to get the value 

of the main dwelling 

• Dividing the value of the main dwelling by its floor area to get the net rate per square 

metre. 

 
 

Repeat these two steps for each comparable property to 

compile the net rate per square metre for the comparable 

sales. 

 

 

Multiply the floor area of the subject property by the relevant net rate 

 

Establish appraised price 

Add the value of the subject property’s land, chattels, and other improvements to arrive at its 

estimated current value 

Value of property = value of dwelling + land value + chattel value + improvements 
Allowances may need to be made for changes over time since the sales happened. 
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Sales data for 1/3B Hanson Road, Eldermere 

 

Address Capital 

value 

Land 

value 

Last Sale 

Date 

Last 

Sale 

Price 

Chattels Value of 

impvts 

Floor 

area 

Bdm Bth Car 

space 

Wall Roof Tenure Yr 

built 

Subject property              

1/3B Hanson Rd 355,000 140,000 6-Aug-2012 210.000 7,000 8,000 61 2 1 1 R/cast, etc Tile Pr U/title 1998 

Recent sales              

18/1 Hanson Rd 600,000 310,000 10-Jul-18 660,000 11,000  78 2 1 2 W/board Tile Pr U/title 2000 

10/3A Hanson Rd 355,000 140,000 27-Mar-18 400,000 8,000 8,000 60 1 1 1 R/cast, etc Tile Pr U/title 1998 

6/3A Hanson Rd 355,000 140,000 7-Dec-17 418,600 8,000 10,000 61 2 1 1 R/cast, etc Tile Pr U/title 1998 

26/3B Hanson Rd 355,000 140,000 24-Nov-17 417,000 8,000 9,000 73 2 1 1 R/cast, etc Tile Pr U/title 1998 

7/3C Hanson Rd 355,000 140,000 1-Oct-17 425,000 8,000 8,000 59 1 1 1 R/cast, etc Tile Pr U/title 1998 

3/3A Hanson Rd 730,000 230,000 7-Jun-17 610,000 11,000  119 2 1 2 R/cast, etc Tile Pr U/title 1998 

12/3C Hanson Rd 355,000 140,000 29-May-17 355,000 6,000  60 2 1 1 R/cast, etc Tile Pr U/title 1998 

18/1A Hanson Rd 270,000 265,00 3-May-17 265,000 5,000  124 3 1 1 R/cast, etc Tile Pr U/title 1997 

23/3C Hanson Rd 980,000 330,000 28-Mar-17 725,000 13,000  174 3 2 1 R/cast, etc Tile Pr U/title 1998 

3/1 Hanson Rd 610,000 310,000 13 Nov-16 620,000 5,000  79 2 1 2 W/board Tile Pr U/title 2005 

13/1 Hanson Rd 590,000 310,000 21-Jun-16 595,000 5,000  68 2 1 2 W/board Tile Pr U/title 2000 

1/1 Hanson Rd 610,000 310,000 11-Jun-16 620,000 5,000  79 2 1 2 W/board Tile Pr U/title 2005 

Currently for sale              

21/1 Hanson Rd 610,000 310,000 30-Nov-15 576,000 5,000  80 2 1 2 W/board Tile Pr U/title 2000 

22/3B Hanson Rd 980,000 330,000 21-Nov-14 555,000 11,0000  172 3 2 1 R/cast, etc Tile Pr U/title 1998 

 

Compile a range of comparable sales. These properties should be similar to the size and interior standard of the subject property. 

18/1 Hanson Road has not been selected as a comparable property because it has been re-clad 

 in weatherboard, and this differs significantly from the cladding on the subject property 
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Calculations for Net rate method 

 
Comparable properties   

6/3A Hanson Rd   

Net rate per square metre = sale price – (chattel value + land value + improvement 
value) 

  floor 
area 

 = 417,000 – (8,000 + 140,000 + 10,000) 

  61 

 = 417,000 – 158,000 

  61 

 = 259,000 

  61 

 = $4,246 per square metre 

26/3B Hanson Rd   

Net rate per square metre = 418,600 – (8,000 + 140,000 + 9,000) 

  73 

 = 418,600 – 157,000 

  73 

 = $3,584 per square metre 

10/3A Hanson Rd   

Net rate per square metre = 400,000 – (8,000 + 140,000 + 8,000) 

  60 

 = 400,000 – 156,000 

  60 

 = $4,067 per square metre 

7/3C Hanson Rd   

Net rate per square metre = 425,000 – (8,000 + 140,000 + 8,000) 

  59 

 = 425,000 – 156,000 

  59 

 = $4,559 per square metre 

  

Calculate the net rate per 

square metre for each 

comparable property 
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Estimate of value of dwelling for 1/3B Hanson Road, Eldermere 
 

Net rate ranges from $3,584 per m2 to $4,559 per m2 
 

A net rate of $4,200 per m2 will be used as the value of the 1/3B Harrison Road property is likely to 
be between the value of the 6/3A Harrison Road property and the 26/3B Harrison Road property. 

Estimated value of dwelling = floor area x net rate per square metre 

= 61 x 4,200 

= $256,200 

Multiply floor area by 
relevant net rate to find 
an estimated value for 

the dwelling. 

Value of property = value of dwelling + land value + chattel value + improvements 

                                  = 256,200 + 140,000 + 7000 + 8,000 

                                  = $411,200 

Apply the estimated value 
of the dwelling to the Net 
Rate Value formula 

Appraised price using Net Rate method is $411,000. State the Appraised price 
from your calculations. 

The CMA method estimated the Appraised price at $ 417,000. 

 

Appraised price range for 1/3B Hanson Road is $ 410,000 to 
$420,000 

 

Arrive at an Appraised 
price range for the 
property, based on your 
estimates for the CMA and 
the back-up method, and 
making allowances for any 
changes in sales prices 
since the sales happened. 

 
 

 

 

 

 

 

 

 

 

 

  

Decide on the most relevant net rate for the property and use it to calculate the calculate the value 

of the dwelling on the subject property. 

A net rate of $4,200 per m2 is used in this example because it is estimated that this property is at 

the higher end of the range. 
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Replacement cost (less depreciation) method 

 
This method may be used in the appraisal of properties where sales evidence is limited, however it is 

commonly used for investment properties, multi-unit residential properties or lifestyle properties. 

The replacement cost approach to property appraisal is based on the principle of substitution. i.e., a 

buyer will not pay more for a property than it costs to purchase the land, build the dwelling and add 

the improvements. 

This method calculates the value of the property based on what it would cost to purchase the land and 

build the dwelling and other improvements (e.g., deck or carport). and then allows for depreciation for 

the time since built as it is no longer new. 

This method is most accurate when used for calculating the cost of properties that have been recently 

built e.g., within the last 10 years. This is because the appraised price is calculated using the current 

building cost per square metre. The more recently the dwelling was built, the closer the building cost is 

to the current building cost, and the more accurate the estimated value. 

 

Market Value = Value of land + (Value of Improvements – Depreciation) + Value of Chattels 
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How to apply the Replacement Cost Method 

 

Here is a summary of the steps involved in the finding an appraised price using the Replacement Cost 

method: 

 

   Calculate current cost of constructing dwelling and improvements 
 

• Find the approximate current cost of construction (per square metre). 

• Multiply the current construction cost by the floor area of the dwelling and improvements 

Add the land and chattel value to the depreciated value of the dwelling and 

improvements to establish an appraised price 

Value of property = depreciated value of dwelling + depreciated value of 

improvements + land value + estimated chattel value 

 

Find the depreciation on the dwelling and improvements 

Determine the depreciation rate to be used for the dwelling and any 

improvements. (Note that different improvements will be likely to have different 

depreciation rates e.g., the deck for a property may be depreciated at a rate of 

33.33%, while the fencing may be depreciated at a rate of 40%.) 

 

 

Deduct the depreciation from the replacement cost of the dwelling and improvements 

• Deduct the depreciation from the replacement cost of the dwelling and improvements  

• This is the depreciated value of the dwelling and any improvements. 

 

Find the land value 

Find the land value of the subject property from sales databases. 

Estimate the Chattel Value 
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Application of the most appropriate rate of depreciation 

 
Both internal and external aspects of the ‘improvements’ are important and will account for loss in 

value through physical, functional and economic causes; for example, weather; poor layout; an 

elaborated renovation for the location. 

 
Calculations using the Replacement cost (less depreciation) method 

 
1. Determine the depreciation rate you will use for the dwelling and any improvements The usual 

approach is as follows: 

• Assess the estimated physical life if new. 

• Derive an annual percentage allowance for depreciation. 
 

100 ÷ estimated physical life if new = % annual depreciation. 
 

Determine accrued depreciation rate. 

current age of improvement(s) x % annual depreciation = % accrued depreciation 

Examples: 

 
Residential dwelling (10 years old, estimated life 80 years) 

 
100 ÷ 80 = 1.25 % annual depreciation 

 
          10 x 1.25 = 12.5 % accrued depreciation rate Carport (10 years old, estimated life 20 years 
 

100 ÷ 20 = 5 % annual depreciation 
 

10 x 5 = 50 % accrued depreciation rate 

 

2. Determine the current value of the land (usually determined from sales, including the sale of the 

vacant subject property with adjustment for appreciation). The rateable value of the land can 

assist in determining the value of the land but is likely to need adjustment for current market 

conditions. The rateable value of the land should not be relied on in place of current evidence. 
 

3. Calculate the current cost of constructing the building(s) and site improvements by multiplying the 

floor area by the current cost of construction. 
 

• Buildings and site improvements could consist of the dwelling, garage, driveway, 

retaining walls, terrace or deck etc. 

• Building construction costs must be based on current market rates. 

• The value of other improvements or other buildings are usually calculated on a $ amount 

per square metre. 

• Search online for the latest rates. Your organisation may have access to a site such as 

the QV cost builder at www.qvcostbuilder.co.nz, which is a subscription based online 

platform. Also visit: http://www.buildingguide.co.nz/planning/building-costs/. 
 

4. Calculate depreciation on the buildings and site improvements by multiplying the value of the 

dwelling/ improvements by the relevant depreciation rate. 
 

Example 
 

For a property where the cost of current construction cost of the dwelling is $450,000 and 

the current construction cost of the carport is $12,500: 

  

http://www.qvcostbuilder.co.nz/
http://www.buildingguide.co.nz/planning/building-costs/
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This is an Example using the Replacement Cost Method  

 
Current construction 
cost 

Depreciation 

Residential Dwelling: 
 

$450,000 = 12.5% x 450,000 = $56,250 

Carport: 
 

$12,500 
 

= 50% x 12,500 = $6,250 

 
Steps: 

1. Deduct the depreciation from the cost of buildings and site improvements 
 

2. Establish an appraised price for the property by adding the land and chattel value to the 

depreciated cost of the building(s) and site improvements. 

 
Market Value = Value of land +Value of Chattels (Value of Improvements – Depreciation) 

 

Description of 18 Porter Way Silverview: 

• Property is a weather board home with a tile profile roof and aluminium windows 

• The dwelling and deck are one year old 

• Property is fully fenced 

• Floor Area 209m 
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Calculation of Depreciation on dwelling (Dwelling 1 year old, estimated life 80 years) 

Explanation Formula 

Annual depreciation rate  

= 100 ÷ estimated life of the dwelling 

Annual depreciation rate 

                            = 100 ÷ 80 = 0.0125 or 1.25% 

Accrued annual depreciation rate 

= Age of dwelling x annual 
depreciation 

Accrued annual depreciation rate 

                            = 1 year x 1.25%   = 1.25% or 0.0125 

Depreciation on improvements (Deck 1 years old, estimated life 30 years) 

A depreciation rate of 3.33% or 

0.33 will be used for the deck. 

Annual depreciation rate 

                            = 100 ÷ 30 = 0.0033 or 3.33%  

 Accrued annual depreciation rate 

                             = 1 year x 3.33% = 3.33 % or 0.033 

Replacement cost of dwelling 

Multiply floor area (209m
2
) by current 

cost of construction (for this 
calculation it is $3,000 per sq metre) 
rate 

Current cost of constructing building(s)   

                                        =  209  x 3000 = $ 627,000   

Depreciation = depreciation rate x 
current cost of constructing buildings 

 

Less Depreciation on dwelling 

Depreciation        = 0.0125 x 627,000   = $ 7,837.50  

Value of Dwelling $627,000 - $7,837.50 $        619,162.50 

Replacement cost of improvements  

Current cost of improvement(s)   $ 10,000.00 

- $   333.00 

=    $  9,667.00 

 

 

$   9,667.00 

Less Depreciation on improvements 

Depreciation = 0.033 x 10,000 

Value of land 

Current value of the land 
$        530,000.00 

Value of Chattels $          12,000.00 

Value = Cost of dwelling + Cost of improvements + Land Value + 
Chattels 

$   1,170,929.50 

 
Appraised price using Replacement Cost method:                          $  1,170,000.00 

Appraised price using CMA method:           $  1,100,000.00 
 

NOTE: These values do not need to be the same as they are arrived at by 2 different methods of 

appraisal.  
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Notes / Workings / Assumptions 

Current building costs per square m2 extracted from:  

https://www.realestate.co.nz/blog/tips-and-guides/cost-building-new-zealand 

You must state any assumptions you used in your working. 

• Depreciation calculated on 80-year life for main building, 30-year life for deck 

• Cost of deck: estimated 
 

 

 

Highest and best use analysis 
 

This analysis should be incorporated into an appraisal if there is the real possibility that the property 

could be used for a different purpose. 

‘Highest and best use’ is defined by International Valuation Standards (IVSC) as: 

‘The most probable use of property, which is physically possible, appropriately justified, legally 

permissible, financially feasible, and which results in the highest value of the property being valued.’ 

This analysis should be incorporated into an appraisal if there is the real possibility that the property 

could be used for a different purpose. 

For example, residential properties are mostly used as owner occupied residences, but some 

properties could also be used as ‘home and income’, be converted to flats or office space, used for 

short stay accommodation such as motels or the land may be sub divisible. 

The reverse is also a possibility; for example, a residential property could be reconverted from flats to 

an up-market single residence, or a motel converted into residential flats. 

When applying a highest and best use analysis, both the actual use currently being applied, and other 

potential uses of the land and buildings would need to be considered. 

How to apply this method 
 

• Look at similar properties in the area, how they are being used, and the sales figures for any 

that have been recently sold. 

• Check the title of the property to be appraised, and the local authority zoning restrictions on the 

site to ensure that any proposed use is permitted. Be sure to check the fire regulations; for 

example, where the intention is to use a current house as a doctor’s surgery where more people 

would need to be able to leave the premises safely in the case of emergency. 

• Determine the capital and legal costs of converting the property to any proposed new use. This 

includes assessing the possible costs of resource consents or compliance. 

• Determine the appraised value based on the current use. 

• Assess the value of the property if the change in use were to proceed. 

• Subtract the appraised value based on the current use and the costs of converting the property 

to any proposed future use from the assessed value of the property if the change in use were to 

proceed. 

• This will give the return, in dollar terms, received for the effort and risk of development. 

 

  

https://www.realestate.co.nz/blog/tips-and-guides/cost-building-new-zealand
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Appraisal Report 
 

Comprehensive market appraisal report 

 

A comprehensive market appraisal report should include a covering letter that includes information 

on marketing and the estimated commission based on the appraisal. There is no set format for this 

and is often determined by the Agency. 

Once you have established the appraised price or range for the property, you need to present your 

appraisal to the prospective client. 
 

Real estate agencies present appraisals in various ways, according to their requirements. In this 

section we will show two different examples of what appraisal documents might look like. 
 

• A detailed appraisal letter with attached information on the comparable properties for the 

property used for the CMA and Capitalisation of Net Income. 

• This example does not refer to marketing or commission. This is covered at a later date, before 

the agency agreement is signed. 

• A detailed appraisal report including information on a marketing plan and commission costs for 

a different property to that used for the earlier appraisal calculations 

In your next Assessment you will include marketing recommendations, marketing plans, area 

demographics or reference to commission based on your Appraisal. 

 

Key points as they relate to Licensees 
 

As we have seen, although rule 10.2 requires that appraisals be provided in writing, it does not 

prescribe a specific format. 
 

Some key considerations are as follows: 
 

• The real estate agency’s processes and procedures should be followed in relation to how the 

written appraisal is formatted and presented. 

• The written report should be clear, concise and contain all relevant information. 

• Confirmation of an appraisal must be subject to having checked all relevant information about 

the property, business or space, as discussed earlier in this guide. 

• If there is a delay in obtaining any required information, and the written appraisal is presented to 

the client before the missing information becomes available, this issue needs to be addressed in 

the report. For example, with the following advisory (or similar) ‘This appraisal is subject to 

obtaining (missing information/documents to be specified).’ 

• The licensee needs to also explain the contents of the report verbally, the findings and their 

implications to the client. 
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Note: This is more effective if the licensee has physically viewed/driven by the comparable 

properties. 

• The appraisal should include a short summary that explains the link between the most 

comparable properties and the subject property. 

• The summary should include the reasons for the choice of the comparable properties and end 

with the appraised price, or price range for the subject property. 

• You may also need to comment on the impact of current market conditions. 

• If a range rather than a price is appraised there should be no more than a 10% spread. 

• If the agency relationship proceeds, you will need to insert the appraised price into the relevant 

part of the agency agreement and calculate the commission based on that price as an estimate 

of commission payable should a sale eventuate. 

• If you have appraised a price range, the estimated commission must be calculated from the top 

of the price range. 

 

Appraisal Letter  

 

The appraisal letter includes background data for the property and information on the subject 

property along with comparable properties that have considered to arrive at the appraised price. 
 

The appraisal letter should also include the following: 
 

▪ Description of features of the subject property that will appeal to buyers. 

▪ Description of any aspects of the subject property that will impact on value (e.g., interests, 

encumbrances) and any assumptions or qualifiers on the appraised value. 

▪ Explanation of any attached documents. 

▪ Explanation of how the comparable properties were selected. 

▪ Accurate description of the most comparable properties recently sold and currently for sale, and 

valid comparable comments. 

▪ Statement of Appraised price. 

▪ Explanation of what will happen next. 
 

 

Confirming an appraisal 

Before presenting the appraisal, it is best practice that a supervising agent or branch manager 

checks the appraisal. 
 

Confirmation of an appraisal must be subject to having checked the required information such as 

the certificate of title, physical inspection, zoning and any further investigations or other relevant 

documentation such as builder’s reports. For businesses, this may include financial statements, 

lease details etc. 
 

If the relevant documents remain outstanding, the appraisal must be marked that it is subject to 

their review. 
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20 May 2018 

 

Joe Bloggs 

101A Flanders 

Avenue Onewa 

 

Dear Joe 

 

RE: Appraisal: 101A Flanders Avenue Onewa 

 

Thank you for the opportunity to appraise your property to estimate its current market value. It is 

described as Lot 3 DP 338371 being 408 sqm (more or less) on certificate of title 157843. 
 

Situated in a popular street, your property presents well and comprises three bedrooms, two 

bathrooms and a double garage with internal access. Its construction is brick walls and a tile profile 

roof, which is popular with buyers. It is ideally located near local shops and within walking distance 

to the beach. In my opinion, having reviewed the Certificate of Title and legal interests, there are no 

encumbrances that are likely to impact on value. 

For your information I have attached a list of properties that we have identified as comparable and 

have sold between January 2018 and April 2018. 
 

There have been eleven properties in a similar location to yours that have sold within the last four 

months. From this list we have selected four properties that we feel are most comparable to yours. 

These properties have been selected because they are of a similar age, have a similar floor area, 

are made of similar materials and are freehold (fee simple). I have added one property that has four 

bedrooms but is otherwise similar to yours. The Rateable Values (RV) of these properties are in the 

main higher than yours. There are three properties currently on the market in the immediate area. 

The properties at 4/23 Lakeview Drive and 30 Chester Way are the most similar to your property. 
 

We draw your attention to 1/89 Flanders Avenue which sold in February 2018 for $692,000. It is 

recorded as being on a 347m
2 site with a 151m

2 three-bedroom brick and tile dwelling. 18A Domain 

Avenue is a 170m
2 dwelling on a 492 m

2 site and sold in February 2018 for $715,000. Both 

properties are of a similar age to yours and have the same number of bedrooms and bathrooms. 

However, the land area of the Domain Avenue property is larger than yours and has a deck. The 

1/89 Flanders property has a significantly smaller section size. In my opinion the current market 

value of your property lies between the values of these properties. With regard to the properties 

currently on the market, 4/23 Lakeview Drive property has an asking price of $705,0000. 30 Chester 

Way is for sale by auction but is likely to be of a higher value than your property. 

Taking consideration of the relevant information and data available, my recommended selling range 

for your property is $700,000 to 710,000. 

 

When you have considered my recommendation, I will discuss marketing of the property and we can 

come up with a sales strategy and marketing plan and agree on campaign and sales costs. 

 

We look forward to working with you to achieve a sale should you wish to appoint us as your agents.  

 

Kind regards 

Joe Smith 027 345 891 

Sample Real Estate Limited 

  Licensed Real Estate REAA 2008  
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Confirming and updating appraisals 

 

Updating an appraisal 

 
As we have seen, rule 10.2(b) of the Code of Conduct requires an appraisal to realistically reflect 

current market conditions. 
 

As a rule of thumb, appraisals of residential properties should be updated at least every 3 months if 

the property has not sold by then, i.e., when the term for a 90-day sole agency agreement expires. 
 

Depending on fluctuating market conditions, an appraisal may need reconfirming when an offer is 

about to be made, or for auction sales when there is a scheduled reserve meeting. 
 

For rural, commercial and business broking sectors, an appraisal may need updating as and when 

there is a change in market, economic and/or business conditions. 
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Client Interactions 
 

Through your interactions with the client, it is important to develop an understanding of all matters 

that are important to them. These may typically include the following. 

 

Building rapport 

Building rapport with a client means developing a relationship which is harmonious and involves 

mutual understanding and trust. 

This is an important part of the real estate process and you, as the licensee, should be working 

towards gaining the prospective clients’ confidence and belief that you are the licensee they want to 

work with in their real estate transaction. 

Having a good rapport with prospective client will have a significant impact on the quality of 

communication between yourself and the client during the marketing period, and the client’s 

satisfaction level when the transaction is completed. This in turn has an effect on the reputation of 

you, your company, and the industry as a whole. 

People’s perceptions about you, and whether they will choose you as their licensee, are formed 

quickly and are based on feelings, non-verbal signals, and verbal communication. These perceptions 

are formed regardless of listing price. 

 

The feelings will be based on questions in the client’s mind such as the following: 

• Does the licensee genuinely care about me and my situation? 

• Can I trust this person and their company with my largest asset? 

• Does this make good business sense? 

• Has the licensee the skill to do the job properly?  

• What is their track record that verifies what they say and confirms my perceptions? 

 
Show genuine interest in the client with communication and evidence to show you are service/client 

orientated. 

All your marketing material, methods of sale and past performance including testimonials, 

successes and stories, must be consistent with your service statements. 
 

If you are new and do not have a sales history, use your office and company reputation to put forward 

your case until you do have a track record. You will most likely have a previous employment history 

which you should use to demonstrate your ethical standing, open and honest behaviour, and integrity 

to do a good job 
 

As you spend time with the potential client inspecting the property, focus on the relationship building 

side of the job as well. It is important to establish a rapport with a potential client and gain their trust 

and confidence. 
 

Qualifying prospective clients 

Many professionals are technically incredibly good at their job. However, they may sometimes fail to 

consider the impact of building an understanding business relationship with a prospective client. 
 

The process of ‘qualifying’ a client involves building a business relationship that allows for successful 

assessment of the client’s motivations, needs, wants, and preferences. All of this requires clear 

communication and good rapport between parties. 
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The client’s dominant motives 

 

What are their motives for selling or leasing the property, business, or space? 

For residential: 

• Are they an older couple looking to downsize because their children have left home?  

• Is it a young couple needing a bigger property as they want to start a family?  

• Has the owner of the property a need to relocate because of a job offer or change in personal 

circumstances? 

 

The client’s expectations in terms of initial asking price/price range 

It is important to establish the client’s expectations. It is also important to note that in some market 

environments, these expectations may not always be realistic. For example, where rateable values 

set by the local authority exceed market values. 

Using the appraisal and comparable sales as evidence, realistic expectations need to be explained 

to the client. 

The impact of the client’s motivations on asking price and other conditions 
  

• How motivated is the client?  

• Is there a need for the transaction to be concluded quickly?  

• Does the client already have another property in mind that they want to make an offer on?  

• Do they need to leave the area to start a new job?  

• Are they offering commercial premises that need leasing urgently? 

• The asking price/price range will need to be discussed in terms of its impact on achieving a 

faster outcome.  

• Is the timeframe is an important factor, a lower asking price/price range is likely to help the 

client achieve a quicker result. 

• Do the client’s motivations impact on any other conditions; for example, financial arrangements 

(such as expected payment of deposit, commission), marketing preferences. This might, for 

example, relate to what amount they wish to contribute to a marketing budget, whether they 

wish to sell by private treaty, tender, or auction. 
 

In the initial stages of discussion, it is important to establish whether the client wishes to enter into a 

sole or general agency and they understand the differences and implications of those contractual 

arrangements, including the commission that will be payable when a successful transaction is 

achieved. 
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Non-verbal and verbal communications you can employ that will help at this stage include the 

following: 
 

• Good eye contact, handshake. 

• Confident manner, but not overconfident or pushy. 

• A client focussed attitude, putting the client’s needs first, and using a ‘facilitating style’. 

• Empowering potential clients to make their own decisions without pressure. 

• Discussion of the working relationship, being open, honest, transparent and disclosing any 

issues with the property. 

• Showing genuine interest. 

• Finding common interest through observation of items in the client’s house, for example, 

children’s toys if you also have a young family, a mountain bike in the garage indicates a sport 

interest, a nice garden may show a gardening interest, and travel books may illustrate an 

interest in travel or other countries. 

• Sharing or discussing past transactions which demonstrate ethical behaviour and trust built 

with past clients who have been satisfied with your service. Though remember to retain 

appropriate confidentiality! 

• Service statements: for example, a commitment to always report back within 48 hours. 
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Sole Agency versus General Agency 
 

Sole agency / listing exclusively 

A sole agency agreement gives one agency the exclusive right to market and sell your property.  

The real estate company will be named on the agreement and can start real estate agency work to 

market and sell the property identified in the agreement. This type of agreement encourages the 

agency to work harder on the clients’ behalf. 

If the client signs a sole agency agreement, they should not sign up to another agent, as they may 

have to pay commission to both agencies. Rule 9.10 outlines the licensee’s obligation to explain 

the risks of double commission to a client before they sign an agency agreement.  

General agency 

A general agency allows several real estate companies to do real estate work for the same 

property, at the same time. Each agency will have an agreement with the client, and you would 

only have to pay commission to the agency which succeeds in selling your property. 

With this type of agreement, every agent has the listing, but nobody has responsibility of selling the 

property. 

Under a General Agency the client can retain the right to sell privately. This type of agency 

arrangement can also apply to leasing and business sales. 

 

Useful questions 

Careful sensitive questioning will help you to qualify the client. Useful questions may include the 
following: 

• What is your timeframe for selling/leasing?  

• What are your reasons for selling/leasing will give you a good indication of this, but it is 

important to ask the question directly, in order that the correct marketing strategy can be 

recommended? 

• Have you sold/leased a property/business/space in recent time? How did you find that 

experience? 

• Will you buy another before you sell this one? 

• If the situation arose, would you rather commit to a sale after you have found a new property, 

or sell first and have the financial assurance of being a ‘cash’ buyer? 

• Is there pressure to conclude the transaction, or can you take your time? 

• What attracted you to buy this property/business? What features does it have that may appeal 

to others? 

• What do you know about the present real estate market? 

• Do you know the time it may take to sell/lease? 

• Do you know anything about the listing prices and actual sale/lease prices of other 

properties/businesses or spaces in your area? 

• What chattels do you think you may leave? 

• Are there any fixtures of fittings that you intend to take?  

• What is a ‘ballpark’ marketing budget that you would be comfortable with? 
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The advertised price or price range 
 

You will need to use your own judgement and clarify the needs of the client to determine the most 

appropriate method for arriving at a recommended advertised price or price range in the light of the 

written appraisal report you prepare and explain to them. 

Remember: 

Appraisals and pricing 

Rule 10.4 of the Code of Conduct says 

 
This rule along with rule 9.4 addresses the risk of a licensee under quoting price expectations to a 
potential customer to secure an offer or advertising an ambiguous price range or minimum price 
different to the client’s expectations. 
 

Licensees need to exercise care and ensure that there is effective communication and 
understanding with clients around pricing. 

Rule 9.4 of the Code of Conduct says 

 

Rule 9.4 confirms that licensees must avoid under quoting a client’s price expectations to a potential 

customer with the aim of securing an offer. Licensees must avoid offering or advertising a confusing 

price range or minimum price different to the client’s expectations. An advertised price must be a 

price that has the prospect of being given serious consideration by the client. Licensees need to 

exercise care to ensure that there is effective communication and understanding with clients around 

pricing.  

 

The price or price range needs to be realistic. Most potential customers will do their own analysis of 

available properties/businesses/spaces on the market, so it is not desirable to take on a listing that 

is overpriced. 

Although your primary duty is to the client, you are obliged to conduct yourself in a professional 

manner and ‘act in good faith and deal fairly with all parties engaged in a transaction’ (rule 6.2),  

that is, both client and customer. 

Of course, appraisal is not an exact science. If a client insists on listing at a higher price or price 

range than you have appraised, you will then need to review the rationale with them. 

It may also require a need to revisit the rationale at a later time during the marketing period if you 

need to explain why an offer has not been secured. This is part of the process of educating your 

client in the real estate market. 

It is important to confirm appraisals with your supervising agent/branch manager to ensure that you 

have a sound justification for the appraised price or price range you have arrived at prior to 

presentation. 

 

  

Rule 10.4 An advertised price must clearly reflect the pricing expectations agreed with the client. 

Rule 9.4 A licensee must not mislead customers as to the price expectations of the client. 

 



  
 

49  

TAFE College NZ LTD NZ Certificate in Real Estate (Salesperson) Level 4 26148_V3 LG_1.0   

Non-disclosure of confidential personal client information 

Confidential personal information about the client is likely to be discussed during the qualifying 

process. 

Sometimes, through discussions, it may become clear that a vendor is desperate to sell their 
property quickly because of financial difficulties, a relationship breakdown, or the need to move to a 
new area because of a job offer. 

It is important to remember rule 9.17(a). This rule confirms that only if the client consents in writing, 

can this kind of information be disclosed. 

Rule 9.17 of the Code of Conduct under Confidentiality says: 
 

 

Rule 9.17 states that if any information confidential to the client is used, in marketing or 

communicated to potential customers in any way, consent must be obtained from the client in writing 

first. For example: “Buyer moving overseas. Must sell!!!!” 

However, there are some cases, where a client may agree to certain confidential personal 

information being made public to assist a quick sale. For example, ‘Highly motivated buyer moving 

overseas. Needs to sell!’ 

However, this must never be assumed. It must be discussed with the client and their written consent 

be obtained before referring in any way to their confidential personal information. Check your 

company’s agency agreement because there is probably a section covering this aspect. 

 
Rule 9.16 of the Code of Conduct under Confidentiality says  

 

 

Rule 9.16 confirms that a licensee must not use any confidential information obtained through their 

relationship with a client, regardless of whether it is for the benefit of   themselves or another party. For 

example, they may not seek to profit from using information that a client is desperate to secure a 

transaction due to financial difficulty or a relationship breakdown. 
 

Rule 9.18 of the Code of Conduct under Confidentiality says  
 

 

Rule 9.18 builds on 9.17 by defining limited circumstances under which a licensee can disclose a 

client’s confidential personal information. These circumstances are consistent with those set out in 

the Privacy Act 1993. 

Rule 9.16 A licensee must not use information that is confidential to a client for the benefit of 
any other person or of the licensee. 

Rule 9.18 Where a licensee discloses information under rule 9.17(b), (c) or (d), it may be only to 

the appropriate person or entity and only to the extent necessary for the permitted 

purpose. 

Rule 9.17 A licensee must not disclose confidential personal information relating to a client 

unless— 

(a) the client consents in writing; or 

(b) disclosure is necessary to answer or defend any complaint, claim, allegation, or     

(c) proceedings against the licensee by the client; or 

(d) the licensee is required by law to disclose the information; or the disclosure is consistent 

with the information privacy principles in section 6 of the Privacy Act 1993 



  
 

50  

TAFE College NZ LTD NZ Certificate in Real Estate (Salesperson) Level 4 26148_V3 LG_1.0   

 

Resources 

 

Real Estate Authority (REA). (2012). Real Estate Agents Act (Professional Conduct and 

Client Care) Rules 2012. https://www.rea.govt.nz/assets/Uploads/Resources/Guides/Code-

of- conduct.pdf 

 

Sawyers, M. & Jennings, T. (2013). Real Estate Agents Handbook 2013. Wellington, New 

Zealand: Real Estate Agents Authority. 

 

 

 

 

 

https://www.rea.govt.nz/assets/Uploads/Resources/Guides/Code-of-conduct.pdf
https://www.rea.govt.nz/assets/Uploads/Resources/Guides/Code-of-conduct.pdf
https://www.rea.govt.nz/assets/Uploads/Resources/Guides/Code-of-conduct.pdf

