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about what his neighbor received. Comparisons between the two
properties, and a discussion of appraisal principles and practices were used
to adequately inform the disgruntled owner.

A number of useful tools can be used to communicate the application of
appraisal principles and practices. In the case with the disgruntled property
owner, Figure 1 explains the differences.

FIGURE 1
PROPERTY SUBJECT NEIGHBOR
Zoning Limited Commercial Limited Commercial
Existing Use Commercial | Residential
(Auto Repair)
Highest & Commercial | Residential
Best Use
Site Value $148,000 $115,000
Parcel Size 33,000 sq. ft. 16,800 sq. ft.
Unit Value $4.48/ sq. ft. $6.85/ sq. ft.
Acquisition Area 1,035 sq. ft. 1,223 sq. ft.
 Percent of Total 3.1% 7.3%
Property Acquired

Charts and graphs comparing the significant attributes are excellent tools
that can be easily understood by the property owners. Figure 1 shows that
even though the properties are adjacent to each other there are some
considerable differences. In addition, while both parcels have the same
zoning, the existing uses are significantly dissimilar and the highest and best
uses are different. Please note that the neighbor’s property had a larger
percent of the total property acquired.

Using the above example, the following valuation principles were used to
assist in the exchange of information:

Supply and Demand. Market value is determined by the
interaction between buyers and sellers. The availability of the
product and the purchasers create muarket forces, which must be
described and analyzed in terms of their influence on the subject
property. In the above case the uses are significantly different.
Therefore, there are different market demand and supply factors to
be considered. This alone would be justification for different land
values.

Contribution. Real estate consists of the land and the
improvements attached to the land. The contributory worth of
the improvements depends upon their utility and relation to the
whole. Contribution of an agent of production can be analyzed
on how much its absence detracts from the value of the whole. In
the above case the neighbor’s property, even though commercially
zoned, is improved with a single-family residence. As long as the
residence contributes value to the land it can be considered the
highest and best interim use. The general rule for interim uses is
that as long as the value of the residence and the site, assuming a
residential site, exceeds the value of a vacant commercial site less
demolition cost, there is sufficient contribution to keep the
existing use.

Diminishing Returns. It is a basic economic principle that
maximum productivity is achieved when all factors of production
are in balance. However, there is a point of diminishing returns. At
this point adding to the factors of production results in a less than
proportional increase in value. Land is typically valued as a site.
However, for partial acquisition purposes a unit value must be
developed. After the point of maximum productivity is reached,
site value may increase but at a decreasing rate. This produces a
lower per unit rate such as value per square foot. Despite the
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different uses, site value increases at a decreasing rate. Figurel also
demonstrates that the smaller parcel is impacted to a greater degree
since a higher percentage of the smaller parcel is acquired.

Anticipation. It is said thar the value of something is the present E
worth of an anticipated benefit. Essentially, the expectations of |
owners and buyers can have a direct effect on the marker. This can
be seen in the increase of prices for land in a given area when access
improvements and/or public services are proposed. In comparing
the two properties, the neighbor may anticipare thar the residential
use may ultimarely change and a commercial use may be

developed.

Change. One of the basic adjustment factors used in appraisals to
develop an opinion of marker value is whar has often been called
the time adjustinent. Actually, ic is more accurarely described as the
change in markert conditions over time. As the marker changes the
forces of supply and demand change. Therefore, the date of an
appraisal is essential to set the markert value, Historical sales dara as
well as the historic market conditions will be necessary to conclude
a successful negotiation. When conditions sufficienty change, the
neighbor’s property may go through transition from residential to
commercial.

Another problem is making sense of the market dara used to develop an
opinion of value. If the maze of data becomes overwhelming for
professionals, think what it can be for the general public. Informarion
presented in tabular form may not get the message across and can be
counter productive if it adds to the confusion.

[ apply simple rules when I review appraisals. One rule is that if the
report does not read well there must be something wrong with the value
conclusion. Another rule is that if I cannot ger the message or concepr
across to the property owner/public within 60 seconds, I am experiencing
a communication problem. To avoid the communication problem and
expedite the exchange of informartion process, I recommend the use of
appropriate graphs and diagrams that read well. When developing
communication marerials, ask yourself what kind of impression vour
attempting to make.

Most property owners focus on the unit of value of the offer. They may
not fully realize that property is sold as a site. The unit values of various sit:
may differ based upon the size of the properties. Figure 2 shows
relationship benween price per square-foot compared to the size of
parcel. The owner of a larger lot can easily see why the unit value is less than
his neighbor’s smaller parcel.

FIGURE 2

PRICE PER ACRE

1acre 2 acres 3 acres
PARCEL SIZE

To illustrate how the market is changing, Figure 3 shows the nu:
houses that are available compared to how many sold. This can be
effective ool to show the relationship between the supply and d
certain properties.




FIGURE 3

Cinnabar Service Company
Land and Right of Way Acquisition

Comprehensive services and strategies for the
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varied demands of land use, land analysis and land
records in an enormously changing world.
LAND USE

* Right-of-Way and Easement Acquisition
— Oil and Gas Gathering, Storage
and Conveyance
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Units for Sale
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— Electric Generarion and Distribution

~ Telecommunications Sites and Systems
~ Railroad Yards and Lines

* Land Acquisition and Uniform Relocation
Act Benefits Assistance
— Federal and State Highways

— Airport Expansion and Noise Mitigation

TOTAL VALUE OF LAND — Urban Economic Development and
AND IMPROVEMENTS $350,000 Redevelopment

FIGURE 4

~ Municipal and Public Facilides
$140,500 Reproduction cost new less acrued — FEMA Mirigation Programs
(40%) depreciation of yard improvements « Agency Permitting
* Environmental Remediation
$157,500 . Reproduction cost new less acrued * Damage Settlement
(45%) depreciation of residence * Master Plans and Studies

LAND ANALYSIS
. * Surveying and Mapping
- Site Value . Appr:;isalcs and Apgriisal Review
* Phase I, Il and 11T Environmental
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* Environmental Assessments
* Environmental Audits and Inspections

LAND RECORDS
¢ Ticle Research
* Title Examination and Abstracting
¢ Tide Curative
* File and Record Imaging
* Geographic Information Systems
* Multiple Source Data Integration
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