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© EVETANCE damages may ooour
4 when only a portion of a
| property is acquired under an
& ceminent domain action.

- Severance damages are gener-
L ally defined as a loss in value
1o the remainder property
caused by the acquisition of
the portion aken. Such dam-
ages commenty are shown as
a decrease in the unit value
of the remaining land from
its unit value before the
taking, a decrease in the value
ol the remaining improve-
ments or some combination
of those elements.

Severance damages rep-
resent a major component of
the real estate expenditures
for many agencies involved
in the acquisition of right-
of-way corridors. In partial
takings of commercial prop-
erties, credible technigues
for estimating the contribu-
tory value of the part to be
acquired are extremely
important. Yel, traditional
appraisal courses rarely
address the topic of sever-
ance damage estimation and
documentation with more
than a passing mention.

This article presents
some ypical situations that
may arise [rom partial tak-
ings of commercial property
and olfers some basic in-
sights to assist in appraising
the economic impacts of
such wakings. In particular,
the author focuses on
marginal situations, where a

major change in highest and
best wse is unlikely and the

major improvements are not
In Lhe acquIsition aTea.

Typical Appraisal Concerns

When a right-of-way
corridor is widened o allow
additional highway lanes, a
st of property is commonly
acquired Irom some of the
properties abutting the ex-
isting highway. Il those
propertics are already devel-
oped to conform to the
preexisting conditions, the
layout may refllect some
optimum use or configura-
tion of the property. An
appraiser of such partial
takings needs a credible sys-
tem 1o discern whether that
is the case, and 2 means of
evaluanng the factors most
pertinent to the potential
impact of the acquisition.

Sometimes the most rele-
vant factor for analysis will
be simply the overall sethack
D[ lhE} III'I'IPll:l\."l..'rlll_'rll.!;._ LIk
terms of contribution to
basic aesthetic qualities. On
other oceasions, perhaps
when evaluating office or
general retail properties,
parking spaces may be a
major factor of comparison,
since the functionality of
the improvemenis may he
affected.

Another area of possible
concern involves the effect

on a display area when
exposure of merchandise 1o
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traffic may be important 1o
market value, as with an auo
or machinery dealership.
WITh gas sLanens, specincal-
Ty, the traffic pattern around
the pump islands may be
the focus of concern. Such
situations generally involve
studying the immediate
relationship between the
improvements and the site
layour,

Careful selection and
analysis of the most pertinem
factors of comparison 15 a
formidable aspect in the
development of credible
appraisal estimates for sever-
ance damages. While the
examples noted are among
the more common situations
encountered, the appraiser
needs w assess the particular
problems of an incividual as-
signment and determine the
mast appropriale comparison
faciors.,

Using Factors
of (omparison

Consider a small com-
mercial property that loses
live out of 40 parking spaces
total to a highway-widening
project, in which it is
suspected that the loss will
adversely alfect the marke!
value of the property
Appraisals have been pre-
pared for such situations,
which have not considered
parking in the “belore” por-
tion ol the appraisal, and
where N analysis has been
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included {of either the sales
or the rentals) concerning
that particular attribuze.
However, an adjustment
line typically appears in the
“after” grid labeled “loss of
parking,” or “loss of mar-
ketability,” or something
similar. An adjustment is
then made representing a
uniform hump sum to all the
comparables reflecting how
much the appraiser thinks
the lost parking has detract-
ed from the property That is
not a true before and after

appraival, bul a conaprarison
of the “belore” subject 1o the
“afier” subject.

Mo information about
parking from the comparahble
data (either sales or rentals)
has been incorporated inte
the analysis and the adjust-
ment line does not represent
a legitimate application of a
comparison factor. It s menely
a manipulation of the grid
to give the appearance of
analysis, while an unsup-
ported lump sum {at least
in terms of the appraisal
report) is recommended for
just compensation,

Qccasionally, the ap-
praiser has supplemented

thic iy appnaisal scpunt
with a “study” from a third
party specializing in physical
cost-to-cure work, such as

the replacement ufpnrk‘mg_
arcas including paving,

striping, curbing and the

layout of acceptable traffic

patterns. Often, the apprais-
cr adopts the figures from
such studies as a part of the
overall recommended just
compensation. Unfortunately,
such studies are generally
not well integrated into the
appraisal process, and hasic
appraisal concerns such as
contribution, functianality
and emhancement are not
addressed. Such supplemental

studics wlitcn du oot add
convincingly to the solution
of a partial taking valuation
problem.

To properly employ
parking as a factor of com-
parison requires that each
sile be individually compared
tadjusted) to the subject re-
garding the contribution of
parking attributes to value,
The procedure is similar 1o
the analysis and adjustment
of other comparison Ectors,
The actual physical atiributes
for the facior under analysis
needs 1o be verified and de-
scribed for the comparables
as well as the suhject.

For instance, how many

parking spaves mic thore amd
how are they arranged rela-
tive to each properiy’s
needs? The information

or some othet
m.ﬁx appraiser deems

is appropriate. [t may be
further necessary to analyze

the parking adequacy fo

haoth the subject and the

(’.uh{zambl:&, in tgr:m;a*

stuhe

«m@g;_hat the

praisal” {usmr Standard 2-
2a-vili, 1996). When the

re damage has the
to be the major
m enl of just compen-
ion, and estimating just
ensation is the primary
ol the appraisal,

ﬁﬁi%}facmrs that relate

gﬁgﬂ‘t damage merit a
mensurately high level
:ﬁr'lnve_snganon and analysis.
For illustration. Flg'l.m:s
#1 and #2 represent data
information grids, for the
improved property section
he d.l.ipipq.l.m! Such Etiﬂ:
are sometimes developed
before the fimal value devel-

ob-  opment grids and can be
fici-  very useful aids in clarifying
fication  the importance and potential
gdata  magnitude of various faciors,

for eminent domain ap-
praisals, it is often appropri-

ate to athune the verification
information sought, as well

as phvsical observations, o
the special concerns that can
be anticipated in partial take
situations.

The emphasis of analysis
aften may be quite different
from that which is normal in
the routine appraising of
entire properties. It is noted

in USPAEP tlat, “cacle flcus
must he addressed in the
depth and derail requirved by
its significance Lo the ap-

The parking attributes of
three comparables are out-
lined, to assist in determining
a reasomable and consistent

“pattern for the guantiative

parking adjustments to be
subsequently developed (the
complete final prid would
typically contain several other
factors, as well).

An indication of the
direction and possibly the

relative magnitude of the
andjus et can e pencally

postulated from such nfor-
matiotr. Note that three signs,
plus (+#) or minus (=),

a 0 i
FIGURE I: A.ttllhute Grid Before The Taking FIGURE 7: Attribute Grid After The Taking
NCﬁE LY PR G CORNSIDERED I THE GRID MOTE: CRLY PAREING CONSIDERED N THIS GRID
FACTORS OF SUBECT COMFP 1 CONF 2 COmP3 FACTORS OF SUBRECT COr 1 TOMP 2 CaMP 2
COMPAREON CHARACTERISTS COMPRREDN CHARACTERTS
BLELDING SITE 5060 FT B 5 FT S50 20 FT A500 50 FT BLILDH WG SIZE 5000 FT B0 50 FT S50 FT e00S0 FT
NUREER OF £ 52 n » MUMEER OF 5 52 F] ]
PARKING SPACES PARKING SPACES
RATIO OF [ 31 &7 455 (80 RATIO OF a7 [ F-p) 055 0Ap
SPCE 108 S FT -l A+ ML) K AL SPACE 100 50 FT --&DI, A0l N AL
GOF BLDG (e issupedon | diade winferion | (rila) OF BLEG (Gake i superior] | (e b inferion | [sale s suparicorn)
ZONNG AH2 LONFORME COMFCAME HOM- HOK- 2ONING AND CONFORME COMFORMG HOR- MO
Of INCHITRY TOMFORMING CORFORMING O HCRISTRY COH RO RBAIRG CORFOA MG
STAMDWARLES Csale 15 sreilan) 4od. yad|. ETANDARDS {sale 5 shmd ary vadj. ).
hale iinferiod | (ebeiinfariod (v fnfering) | Caabe iy infedon
INDICATED I Ghan ugnicantly mierat ey maE INMESTED mrcaeratel mare thar comyg, | probebly dmila
PRICE OF comp, baned more than comp, | #han comp, PRICE CF lass thary bened on parking | to comp, baied
SUBJECT on packing based on perking | based o padsing SUBECT comp, based frpsh on parking |+
B} [ER 4= on parkirag I- < and - s ance)
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indicate a larger adjustment than two
signs, and so on, In Figure #1, or
instance, comparable #1 would appear
Lo recuire a maocest downward adjusl-
ment, to bring it in line with the sub-
ject. Comparable #2, on the other hand,
is inferior to the subject's parking both
in terms of numbers (ratio) and in
regard to zoning or industry standards,
and will likely merit a significant upwand
adjustment. Comparable &3 is similar
in physical features, but inferior when

considering its zoningfindustry standards
specilications, probably leading to an up-
ward adjustment sormewhar snaller than
that for Comparable #2. The procedures
illustrated in thar discussion could apply
1o either sales or income comparables.

After spaces are eliminated by an
eminent domain acquisition, the sub-
jects parking ratio will change, and it
no longer may comply with zoning or
industry standards. Tt would be expected
that a new grid analysis would probably
show a modified pattern, such as
indicated by the grid in Figure #2.
However, the pattern should still be
consistent with the comparisons made
in the before situation, and consistent
with the new characteristics of the
subject relative w the comparables.

The combination of the two grids

(one before and one afier} will then
provide a logical guide to the appraiser
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in concluding whether or not severance
damages have accrued, and the likely
magnitude will also be indicated F the
comparison to the comparables’ Coar-
acteristics. That wall be true in both the
sales comparison approach and the
income approach (via the market rent
grid}. If a cost zppmach WweEre [ull}'
developed, it would be expected that
the depreciation, particularly [unelional
obsolescence due to layout and site
contribution, would be thoroughly
analyzed in a similar consistent fash-
ion. That could require the breakdown
method o be applied o each comparable,
in order to investigate the importance
and impacy of the factor under study,

Refining the Estimate

Once the appraiser has decided on
the most appropriate factors of com-
parison, and has possibly developed a
rating or relative value grid such as
discussed above, the final task of work-
ing out the actual numbers remains. In
that, the same general procedures
emploved for substantiating and sup-
porting any other adjustment must
guide the appraiser. Ideally; the appraisers
tools will include parred sales or regres-
sion results to study the marginal value
of parking spaces, sethack from the
highway or whatever factors are
considered important,

It may be possible to study a group
of sales that differ primarily in the
feature under scrutiny 10 isolare clues
about value. When a lactor has a signil-
teant impact on value, some trending is
often discernable, although an extensive
study could be required to illuminate
it. Simple graphical analysis will some-
times reveal such trends, as will simple
soms of the data. A sort typically involves
armanging the price and the Bctor under
study in columns, in ascending or
descending order, and then looking for
correlating trends. Most standard soft-
ware packages will handle such chores
guite easily.

Far instance, an appraiser might be
studying a group of sales that differ

substantially in a potential feature of
interest, such as a display area tor an

auto dealership, or parking for a motel.
The comparables could be sorted on
the factor of sethack or number of
parking spaces Lo see il the resulting
order of the comparables corresponds
e Lhe ascending or descending order of
the prices. Additionally, a graph com-
paring the [acior under analysis with
the sale prices ar rental mcomes could
be prepared. If such a graph of a factor
versus the prices or rentals indicates a
teend (such as a straight line, or some
other debnite pattern), as opposed to
rancom scattering, then it is a clue that
the factor is relevant to the value.

It may even be possible w estimate
a range of the likely value of incremental
units of sethack or parking spaces or
display area from such a graph. 1f so,
that information can be transhated into
adjustmenis for the market value or
rental grds. It could also be the point
in the appraisal process where consid-
eration is given o cost data, provided
either by third party specialists or
developed by the primary appraiser.
While 1t may be imappropriate w merely
insert a cost figure as a lump sum
“adjostment," such data still may be
useful, in conjunction with other infor-
mation, in analyzing the differences
between the subject and the various
comparables.

Whenever appl'!.ring aralytical tech-
niques, or incorporating information
from other sources, the appraiser
should consider whether the indicaed
conclusions are leading to reasonable
or expected results, The hasis for such
a consideration may come from discus-
sions with parties to the transactions
during the verification process, from
available research literature, or even
from experience with similar properties
or situations. That does not mean resulis
contrary o preliminary expectations
are necessarily wrong. However, il
experience with the particular “sub-mar-
ket" leads to expectations inconsistent
with the research indications, some
cantton and further investigation is ad-
visahle. Analytical techniques are useful

and necessary tools, but they should not
supersede good, reasoned judgement.
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The verification process can be
especially useful in analyzing such
questions and considerable planning
should go into preparing for discus-
slons with owners and investors.
Although an appraiser might not spend
much time probing an investor in an
auto dealership about display area for a
standard “full property” appraisal. such
a topic should receive special emphasis
when the primary abjective is an
estimate of potential severance damages
cansed by a partial taking,

Summary

In preparing eminent domain
appraisals, a critical step is the ascer-
tainment and analysis of the most
important lactors ol comparison.
FProcedures such as those discussed
should facilitate the detection and
quantification, of any panerns of con-
tributory value [or the particular
[actors of comparison. That in wirn will
facilitate a logical adjustment to each
sale for each of the subject appraisals
Lome subject “before,” and another subject
“after"). Most importantly, in terms of
the before and after appraisal process,
the values for the subject before and
aler the acquisition will be derived
from comparisons between the subjects

and the sales or rentals, rather than
from directly comparing the belore

subject to the after subject.

In many eminent domain appraisals,
siich amalysis is crucial 10 the process
of producing reasonably supported
ofters for properties subjected 1o partial
takings for public purposes. Without
thorough and market based, facrual
analysis, an agency and an affected
property owner often end up on appo-
site sides of the bargaining table, or in
court, Each party will have their own
unsupported position based, from an
appraisal perspective, on a lump sum
“adjustment” which is not related in
any cobservable way to market evidence.

In essence, they will each have, at
least in appearance, advocacy appraisals,
Linder such circumstances, jusi com-

pensation will be determined largely by
subjechive arguments, hargaming abilily
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and uhimately a court’s hiases, rather
than market evidence. That cannot be
expected 1o convey a positive impres-
sion of the appraisal profession or
of the eminent domain acquisition
process. m

Dhvid Champagne has worked in
right-of-way acquisition with the New
York State Depariment of Transporiation
since 1965. His background includes

experienge in the appraisal and appraisal
review functions for Mghway construc-
tion profect acquisitions. David is a state-
certified geneval appraiser; and holds a
masters degree fram the College of
Envirommental Scicnce and Forestry in
Syracuse, N.Y. He 1s a member of IRWA
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