Surveys: A Valuation Tool
to Support/Disclaim Damage

Wisconsin Department of Trans-

portation, [ had the opportunity to
attond the TPWA Internabtional BEdueation
Seminar. One of the presentations | found
particularly interesting pertained to alter-
native valuation technology.

“ears agn, Wisconsin had a research pro-
gram in place that produced a series of
land economic studies documenting the
effects of highway projects on specific
properties, Many of the studies focused on
the relatively new phenomenon of special
berefits resulting from the construction of
freeway interchanges. Unfortunately, in
1970, workload priorities shifted and the
program was discontinued,

The freeway construction era passed,
and the focus moved to the improvemnent
of existing two-lane highways and con-
necting roads. New appraisal problems
were created, such as proximity damages,
comtributing value of landscaping, change
of Er.xd.e_. loce of L;UF!;c eyetome, and
changes in the legal status of sethacks.

As we moved into the 1990s, short-for-
mat appraisals and waivers of appraisals
were initiated, The time spent on delailed
before-and-after appraisals was being
continually challenged by the need for
improved productivity and increased
cfliciency as roal ectato officos '.'-l:ruﬁslucl
toy meet the demands of escalating work-
loads and organizational downsizing,

A recent poll of our district offices indi-
cated to me that the need for research
still exists. I felt that the tune was right
for me to put the idea of alternative valu-
ation technology to work. A survey
seemed to be a practical and cost-etfec-
tive way to gather perspectives from a
variety of knowledgeable real estate pro-
fessionals in an atternpt bo find answers
to the age-old questions that still haunt
loday's appraisers and reviewers. Market
support for appraisal damage conclu-
sions can vary greatly and is extremely
time consuming and costly when done
on an individual parcel-by-parcel basis.

I n 1944, as appraisal supervisor for the
%
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One of the problems with the old eco-
nomic studies was that it was hard to
apply the results of individual studies to
areas that weoere cubjoct ta di‘ﬁ%rihj} RO
nonic influences.

The thought occurred to me that, by
polling realtors and lenders, we might
learn their percepbions of the effects that
highway acquisitions have on real prop-
erty values through the eves of buyers or
lenders directly concerned with the value
of real estake equity. | tried to design a
survey that would address the questions
and challenges most often expressed to
our negotiators by property owners fac-
ing such changes. With the help of a lim-
ited-term employee, two surveys were
prepared; one for realtors and one for
lending officials.

The Wisconsin Realtors Association
(WERA} assisted us in our lask by sending
the Survey for Realtors to 3,000 licensed
brokers as a part of their regular monthly
mail:'.na. Wa agmad to ghara the TGy
results with the WEA and with the indi-
vidual responding brokers as a market-
ing tool to help them understand and sell
property along highways, The Survey for
Lenders was conducted by obtaining the
mailing list from the statewide banking
associalion with a similar offer to share
tho ropulie with thosn. ©

We received an excellent and well-bal-
anced statewide response; a 14 percent
return (409 of 3,000) from the Realtors
Survey and a 49 percent return (229 or
470) from the Lenders Survey. I'm tempt-
ed to make a comparison between real-
tors and bankers, but I've been around
long enough to know better,

The next challenge was to process the
results of more than 600 surveys, some-
thing 1 would strongly recommend be
planned out firsl. Thanks to a very help-
ful management information specialist
temporarily assigned to our unit to help
with another automation eftort, and a
summer research student who entered
and processed the results into a software

program made available to us for this
purpose, the task was accomplished,

As promised, the results were sent out
i thin enrvay participants and tn all of
our stabewide highway districts to help
document and support damages, or the
lack of damages, for many of the changes
that occur as a resull of partial acquisi-
tions. These results are generic, which
makes them broadly applicable in a more
cost-effective way than individual before-
and-after appraisals. The survey method
is not intended to replace the a]:!pr'ﬂisal
method but rather to serve as an addi-
tional data source for both appraisers
amd negotiators,

The survey compilations are included
following this article as an example of the
method and type of results that can be
achieved. | believe that it might also
serve as a useful appraisal and negotia-
tion tool in other states and agencies,

The author wishes to thank Mitzy
Wageos, ﬂ.my Maoramn, rlnr‘l&r I"llrrn'-. and
Rebecca Krugman for help with the pro-
ject and article. O
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Survey for Lenders

1. Does your institution reguire 3 well inspection for rural properties?
Woe TIH.  Bin 770

2. |s & septic system inspection requited?
Yes T4% Ho26%
3. What other tests or inspections are required for rural properties?
Mone or HiA=41%
Require multiple testsfinspections=13%
Of those that regquire testingfinspection, the frequencies of various
tests are:
1. Envirnnmental risk/environmental abservatione=213%
2. Appraisalicertified appraiser inspectionjoverall
property/home inspection=19%
. Water sample testsisafe water tests=14%
. Survey/platidrawings=13%
. Underground storage tanks=10%
. Contaminations/poliutantssT5%
. Daher=T%
. Pest inspection=2%
. Wisual=2%
10, Pesticides, not in food plain, rental property
requirements=1% sach
4. Does your institution have any restrictions regarding seplic systems?
Tes 25% Mo 70%
5. Do you lend on properties with holding tanks?
Yes 9% MNo@%
If 50, howe de purmping costs affect this decision?
1. Mo problems, none, no impact, very little impact,
NiA=81%

7. Part of loan caloulations, chedk income to support costiability
o pay=11%

3. Monthly payment increased, part of housing costsdongterm
debt=15%

4. Other=3%

5, Cost paid by purchasensame as ulilities=2%

G. if an inspection indicates a well or septic that does not comply
with codes, what requirements are required prior to approving
the laan?

None or WAA=5%  Multiple requisements=26%
0f those with requirernents, the frequency is:

1. Must comply/bring up te code or working condition/ cor-
rectireplace=68%

2. Escrow funds for compliance=19%

3. Others=d%

4, Must make future provisions for compliance=3%

%, Must meet specifications or obtaim official approval=2%

6. Inspectionsirely on appraiser; tests (normal, water etc.f; grand-

fathered, systern comman for areas1% each
7. What requirements do your secondary market lenders have for well
and septic?
Mone or NiA=10.5%  Don't use secondany markets=1T%
Require multiple tests=18%
Of those whe require testing/inspection, the frequency of the various
tests ana:

1. Must comphybring up to code or working condition/cor-
ractivaplace=50%

2. Inspectionsively on appraiser=20%

3. Tests (normal, water, etc)=12.1%

4, Escrow funds for compliance=7, 5%

5. Must meat specifications or obtain official approval=6%

b. Other=2.6%

7. System must be common for area=1%

B, Must make future provisions for compliance; may be
grandfathercd—. 4% aach

&, If corrections are required, does the bank have a preference of who pays
for this repair?
Seller/Cwner 45% Mo preference=39%
Agreement negotiated between buyer and seller=10%
Both=2%  Other=3%  Buyer only=0%
9, Are site suneys required for properties?
Yes 38%  No59% MA 3%
10, What is your palicy for nonconfarmance to the zoning-required minimum
lot size?
Mo policy, haven't encountered, NIA=29%  Multiple answers=219%
0 those with a pelicy, the frequency of responses wera:
1. Must conform=37%
2. Variance needed=18%
3. Other=18%
4. Grandlathered=11%
5. Waiver neededipront of nonconformance=5%
&, Case-by-tase basis=1%
7. County (municipal) Okay=4%
B, Must obtain demalition insurance=3%

11 VNG (5 YOUF POAICY T TONCOTTONTIANGE 10 TNE Zoning-requ e
buiilding setbadks?

Mo policy, haven't encountered, NAA=29%  Muliple answers=14%
Of thase with a palicy, the frequency of responsas were:
1. Must conform=240%
2 Variance needed=24%
3. Other=17%
4 Grandfathened=9%
5. Waiver neaded/proof of nonconfermance=5%
f. Case-by-case basis=3%
1. County [munidipal) 2ening Chay=2%

12. |15 insurance ever required for nonconfonmance 1 2oning requirements to
cowet the foss in the event a property is ever damaged over 50% and is
red allowed to rebwild?

Yes 16% No 66T  NA1E%
Approximate cost per §1,000 coverane;__ Source;

13, Do you consider the likelihood and history of the community granting
wariances for nonconforming properties?

Yes 54% Mo 36% MM 10%

14, Are variances ever required prior to approving the loan?
Yes 76% No 18%  Nf& 6%

Copy of survey requested Wes 63% Mo 29%  NiAB%
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Survey for Realtors

1. What percent of rural properties that you list or sefl have contingencies
that require a satisfactony septic system?

0-25%) 5% (26-50%) 4% (51 - 75%) 4% (76 - 100%) 87%

2. What percent of rural properties that you kst or sell have contingencies

16. What percent of buyers look into soll conditions and are concemned with
the availability of an altemate site for future replacement septic systems?
{0%) 12.2% (1-15%) 89.8% (26 - 50%) 13.7%

51-75%) 147% (76-100%) 926%

that require a safe water test?

0-15%)317% (26-50%)48% (51-7T5%)48%

(76 - 100%) 86.7%

3, Which party typically pays for comective action?

Buyer 8%  Seller 92%

A, What percent of lenders reguire these tests or inspections?
{0-25%) 1% (26 - 50%) 3% (51 -75%) 13%

{75 - 100%) 83%

5. Whal comective actions are typically required by lenders?

Full replacement 28%  Repair 70%  None 2%

6. What effect does 3 nenconfomming septic system have on the market
value of a rural property?

Won't Buy 14%  Price discounted by cost to cure 67%
Buryer and Seller share (st 15% Mo eflect 4%

1. If an existing property has a new well or septic system, what percent of
cost new is the added value to the property?

0-25%) 54% (26-50%) 18% (51-75%) 15%

(To - 1009 % (100%) 4%

B Do buyers recognize the betterment that results from the installation of a
new septic system?

Yes 75% No 25%

17. What 15 the typical buyer reaction to joint driveways?
Likes them 0.5%  Dislikes them 83.9% Noeflect 15.6%
18. Do joint driveways impact value?
Yas 78%  No21%
19, Please rank the following types of properties in the onder that a joint
driveway would impact value, with *1 "being the most serious effect.
1 Expensive homes 2 Single family under $75,000
3 Commercial properties 4 Rural properties with fong driveway
5 Recreation properties
20, What grade of driveway is typically acceptable to buyers?
(1-5%25% (1-10%)5M% (1-20%)14% (1-35%)4%
1. What is the buyer reaction to a steep drivewsy?
Won'tbuy B6% Depends on other amenities 88%
Depends an neighibarhood 18 5%,
Larger effect on high-value properties 12.5%
Larger effect on low-value properties 7.4%
22 Would thes impact a sales price and to what degree?
Voo B30 Mo 178 1 _SH)IVE (5. 10AL) DN
11 - 15%) 20%
3. Do buyers prefier the improvements 10 be above or below the grade of
the road?

9. What are the seller's responsibilities regarding dischosure of factors affect- Above grade 90%  Below grade 10%

ing the well or seplic system 24, Please rank other faciors that might affect this, and how, with * 17 beng
Must disclose 94.8%  No need to disclose if tests ane requined 5% th manst important.
Mo responsibility 0.2% 1 View from site 2 Distance from road 3 View from road
10. What are the broker disclosure requirements? 4 Surface of driveway 5 Alernate ways o acoess the site
Must disclose all Factors known 67%  Recommend testing 23.8% 25, Are prices reduced because of nonconformance to building setbacks?
Mo responsibility 4% Rely on seller’s disclosure 8.8% Yes 67% Mo 33%
11, Wha typically pays for the tests? If sa, tc what degree?

Buyer 3%  Seller 65% Lender 05%  Local government 0.5%
12. What is buyer reaction to holding tanks?

Won'tbuy32% Reduced offering price 58%  No reaction 7%

Posithve reaction 3%

0 -5% 21.5% 16-10%]) 36%
(16 - 35%) 13%  (Ower 35%) 12%
6. Please rank the following as mattes of importance as setback affects the
walue of residential property, with®1° being the most impartant.

{11 - 15%) 17.5%

13. How does a holding tank impact the value of a property? 1 Value of property 2 Conformance with abutting or surround-
Price reduced by anticipated pumping costs 69.5% ing residences 3 Type of road property fronts on
Mo effect 5.5%  Minor discount 24%  Enhances value 1% £ Ability o get varkances in community 5 b5 there room for landscaping

Is this different for different types of properties?
Less effect on lower value property 14%  No difference 22%
Less efiect on kake properties 41%  Depends on water isage 23%
14, Are prices reduced to allow for creation of a fund 1o cover pumping costs

27. Please rank the following as matter of importance as sethack affects the
value of commercial Property, with “1° being the most important.
1 Type of road property fronts on 2 Ability te get variances in
community 3 Value of property 4 Conformance with abutting

for a holding tank? of surrounding commercial properties. 5 Is there roam for landscaping
Yoo 30% Mo 70% 18. Are prices reduced because of nenconformance 1o ménimum site area?
If 50, how often have you seen this done? 8% Yes 17% Mo
(0-25%)57% (26-50°%) 17% (51 -75%) 17% If 50, to what degrea?
(76 - 100%) 9% (1-5%) 14% (6-10%) 35%% {11 - 15%) 20%
Howe misch & requined? (16- 25%) 19%  {Ower 25%) 127%
{31 - 51,000} 1'% 51,007 - 35,000) 4% z3. witeai prevveni wl ties sehe of o pnopeaty does laradscepsng typhoslly

{$5.001 - $10,000) 18%  (S10.001 - $20,000) 1%  More 3% contribute]
15. What is the buyer’s rsaction to mound systems? (1-2%) 14%  (3-5%)36% (6-10%)30% (11-20%) 15%
Favor them 22 8%  Dislike them 43.5% {Over 20%) 5%

O’y rvoww Ui alifferenme 33.7% cmﬁﬂm »
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30 What percent would typlcally be the maximum in residential property?
[0-5%) 27% (6 - 10%) 35% (17-15%) 10u4% {16-20°%)
18.1%  {Ower 20%) 9.5%

31, What percent would typically be the minimum in reidential property?
(0- 2%) 45% (3-5%)38% (6-10%)14% (11-13%)1%
I:HJ = Eﬂ'}‘:} =

32, Mease rank factars that impact landscaping contribution in residential

property, with *17 being the mast important.
1Value of property 2 Quality of landscaping
31Type of property 4 Flacement 5 Screening  © Shade
33, How is the value of a residential property impacted by having a less-
than-typical fromt yard?
Mo effect 1.3%  Costof avariance 5.2%  Minor effect 52.3%
Major effect 41.2%

34. How do buyers react 1o this?

Major effect 38%  Mose concemed with features of howse 36.3%
Minor effiect 24.4%  No effect 1.3%

35. How are prices impacted?

(1-5%)31%  (6-10%) 29% (17-15%) 17% {16 - 25%)

16%  (Over 25%]) 7%

36, On a scale of 1-14, with 17 baing the most objectionahle and “ 14"

being the least abjectionabde to a $100.000 home, please note the fal-
[oveingg
1 Home near & landfill
Home with nonconforming well or bad water

Home with failing septic system
Home near a major electrical power line
§100 000 haeme in an area of 525,000 homes (manufactured home)
Home located on a very high traffic street
Homa near a shopping center or other commercial establishment
Home near an elevated water storage tank
% Home with a site size that is nonconforming to 2onkng reguirament
10 Home with a steep driveway
11 Heme with 2 joint drveway
12 Home with less-than-typical or uncased for landscaping
13 Home near a school playground
14 Home with 2 very long drivesay {ower 150 ft in an arez in which 70
ft. is normal)
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