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This guidance document is advisory in nature but is binding on the Nebraska

Department of Revenue (Department) until amended. A guidance document does

not include internal procedural documents that only affect the internal operations of

the Department and does not impose additional requirements or penalties on

regulated parties or include confidential information or rules and regulations made in

accordance with the Administrative Procedure Act. If you believe that this guidance

document imposes additional requirements or penalties on regulated parties, you

may request a review of the document.

This guidance document may change with updated information or added examples.

If this guidance document has been provided in print as part of a presentation given

by Department staff, it is meant to accompany the verbal presentation. The

information contained in this guidance document is accurate as of April 26, 2023.

Consult the Department’s website at revenue.nebraska.gov to view the most current

information and sign up for our free subscription service to get updates on your

topics of interest.
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What is the Price Related Differential (PRD)? 

Measure of Vertical Equity
• Compares the assessment of Low Dollar 

properties to the assessment of High Dollar 
properties to determine if they are assessed 
at a similar assessment level. 
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History of the PRD

Developed by U.S. 
Census Bureau to 
Determine if any 
relationship existed 
between levels of 
assessed value and sale 
price ranges. 

1990

1980

Included in the 
Definition Section of the 
First IAAO Standard on 
Ratio Study, PRDs with 
the range of 90 – 110% 
were considered to be 
inconclusive indicators 
of regressivity

IAAO Standard on Ratio 
Studies set acceptable 
threshold for the PRD to 
be 98% to 103%, with 
cautions regarding 
sample size, sample 
dispersion, and extreme 
values. 2007

IAAO Standard on Ratio 
Studies added a warning 
that the PRD and 
weighted mean are 
sensitive to high prices 
sales, even when their 
ratios do not appear 
unusual. 

2013

2015

2016

IAAO Standard 
introduces the Price 
Related Bias (PRB) as an 
alternative and perhaps 
more reliable test of 
vertical equity. 

Bob Denne discusses the 
PRD and PRB at the IAAO 
Annual Conference and 
suggests that the thresholds 
for the PRB in the IAAO 
Standard may need to be 
changed

Jason Carter discusses the PRD and PRB 
in Fair & Equitable Magazine evaluating 
the inherent problems associated with 
each and calling for the assessment 
profession to develop improved 
measures of vertical equity. 
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What Cautions do the Professional Literature 
Provide? 

• The weighted mean and price-related differential 
(PRD) are sensitive to sales with high prices even 
if the ratios on higher priced sales do not appear 
unusual relative to other sales. (IAAO 2013, 12)

• When samples are small, have high dispersion, or
include properties with extreme values, the PRD
may not provide an accurate indication of
assessment regressivity or progressivity. (IAAO
2013,19)
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Analytical Process of the Property Assessment 
Division (Division)

Sales 
Qualification 
Review

First Ratio Study –
code clean-up, 
discuss actions

2nd Ratio Study 
– preliminary 
levels, discuss 
actions

3rd and 4th ratio 
studies–newly 
established values

Post-
Statewide 
Visit – discuss 
future plans
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Sample Size
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Sample Size
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Extreme Sale Prices 
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Extreme Sale Prices – Antelope County

• 138 Residential Sales

• 3 extreme low dollar sales impact the PRD
• Sales prices $5,000 to 9,000

• Ratios 234% to 813% 

• When removed PRD drops from 111% to 103.75% 

• Is this regressive? 
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Extreme Sale Prices – Antelope County (cont.)

Does the Sale Price Substratum Show a Regressive Pattern? 
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Sample Dispersion
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Sample Dispersion – Garden County
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Sample Dispersion – Madison County

?
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Regressivity in the 2023 Reports & Opinions

Overall 58 counties had a PRD that was greater than 103%
• 21 were determined to not be regressive through 

statistical testing
• 5 had inconclusive determinations of regressivity 
• 32 have a regressive pattern in the data
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Improvements in the PRD – Some Examples

• Adams County 
• Clay County
• Hayes County
• Nemaha County
• Sherman County
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Improvements in the PRD – All Counties

17



Regressivity in other states
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Addressing Vertical Equity

Improve Statistics Improve Equity

Improve Property Listings

Update Appraisal Tables

Educate

Excessively Trim Sales

Selectively Reappraise 
Sales

19



Conclusions…

• The PRD is highly influenced by a number of factors
• Contains an inherent upward bias when samples are 

small, contain extreme selling prices or too much 
dispersion

• The PRD will continue to be analyzed; however, 
cautions will be provided when it is not meaningful
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Conclusions (cont.)…

• Commission can trust the Division will continue a 
thorough analysis of ratio studies and assessment 
practices and will seek improvement when warranted. 

• Commission is encouraged to not make conclusions 
regarding the efforts of the Division or county assessors 
based on the calculated PRD alone.
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Questions?
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