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TRANSPARENCY

in the Acquisition Process

Obstacles mount for appraisers in non-disclosure states

BY IMAD ALEITHAWE, PE AND RALPH SINNO, PH.D., PE

Acquiring right of way for transportation projects can be time
consuming and costly. As a result, right of way administrators and
managers are constantly looking for ways to reduce their project
schedules and save money.

SO, WHY DOES PROPERTY ACQUISITION TAKE SO LONG?

While there are a host of reasons why the property acquisition
process gets delayed, one of the more challenging reasons
stems from public information that is not made public. A lack of
transparency or disclosure occurs when critical public information
is not readily available.

This lack of public information can affect both sides of the
acquisition process. When an appraisal report is not available to
a landowner, or there is a lack of real estate price disclosure,
it injects uncertainty into the mix. Uncertainty typically creates
time delays and additional costs, inconveniencing state agencies
and property owners alike.

THE UNDERLYING CAUSE

Acquiring the right of way at a fair market value and in a timely manner
to meet the construction letting deadline is the ultimate goal. However,
determining the fair market value when comparable sales data is not
part of the public record makes the process challenging, at best.

Collecting sales data and gathering research is a critical function
in the appraisal process. So when sales information is not publicly
accessible, the entire acquisition process is delayed. Such is the
case in non-disclosure states.

Mississippi, for example, is a “non-disclosure status” state, one of
a few remaining in the United States. Having non-disclosure status
means that the sales price is not disclosed in the deed and not
recorded as part of the public record. Therefore, any appraiser seeking
information on a sale, especially in a rural area of the state, must
persuade a transaction participant to provide them with specific
information about the transaction, primarily the sales price.
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“It becomes easy
to understand why
a property owner
would have a

suspicious reaction...”

More than 70% of states disclose the real estate sale price in some
form that is currently accessible to the public. This translates to
37 states that have full disclosure, with six states that disclose
the sales price through “transfer tax” data, including Mississippi’s
neighboring states of Arkansas and Tennessee. That leaves seven
states that practice non-disclosure.

DETERMINING FACTORS

In Mississippi, the acquisition process was reviewed to determine
which factors most significantly impacted the right of way
acquisition process and whether greater transparency might
decrease delays. To ascertain the various challenges and obstacles
encountered, interviews and discussions were conducted with the
Department of Transportation in Mississippi (MDOT) appraisal/
review managers and senior acquisition agents.

From these discussions, three major factors surfaced as primary
obstacles. They were identified as condemnation, design changes
and the acquisition management process.

Additional discussions led to discovery of even more specific reasons
for delays. One of the recurring reasons included the lack of effective
communications between the acquisition agents and property owners
following the start of negotiations. Another reason highlighted
existing policies that prevent agents from giving appraisals to land
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owners. Important information can often be missing, and if the fair
market value was even provided to the landowner, the document
doesn’t itemize the breakdown for land, improvements and damages,
which results in further questions and delays.

A lack of agent training also surfaced, as well as the appropriate
use of information technology tools. For example, visualization
technology tools that are available to agents were not being utilized
to help property owners see the positive impacts that projects would
have on their properties.

TRANSPARENCY AND THE LAW

In states like Mississippi, continuing as a non-disclosure state is
directly contributing to the delay in the right of way acquisition
process. It affects the property owners, as it makes it difficult for
them to compare prices and validate their own opinion for the
“market value” of their property. It is also one of the direct causes
of suspicion, uncertainty, additional costs and time delays injected
into the process of right of way acquisition.

The lack of price disclosure carries substantial implications for
the appraisers hired by the MDOT right of way division to perform
market value appraisals. Under Federal regulations of the Uniform
Act, an appraiser is required to personally confirm details of real
estate transactions (comparable sales) with all parties involved in
the transaction (seller, buyer, attorney and broker). The standard
process requires the appraiser to collect deeds in local courthouses
and then contact the buyer or seller and request information on the
transaction, such as sales price, condition of the property and time
it took to sell. This has always been a time-consuming process, and
the non-disclosure rules that necessitate this only serve to create
more obstacles.

Another change which would increase transparency involves
providing the property owner with a copy of the appraisal report.
Currently, property owners are presented the fair market value offer
(FMVO) by the acquisition agents. The agent verbally explains the
figures in the FMVO based on the appraisal report, but without the
actual copy of the appraisal report, property owners are required
to complete their own appraisal at their own expense or “take on
faith” that the FMVO presented by the agent is fair.

It becomes easy to understand why a property owner would have
a suspicious reaction, especially if they think, “they must be
hiding something, that’s why they are not showing me the report.”
Uncertainty is sure to follow when an offer is made in this manner.



BENEFITS OF TRANSPARENCY

Implementing real estate price disclosure law in non-disclosure states
would have direct and immediate beneficial impact on the right of
way acquisition process for both the state agencies and the public.

Benefits of transparency include the following:

® less time spent on searching for sale prices; reduction in the
overall acquisition duration.

® Would likely reduce the number of condemnation cases and bring
efficiency and better communication to the acquisition process
between all parties involved.

® Opportunity for trust-building between property owners and
public agencies by showing the property owners that the
agencies have nothing to hide.

e Would facilitate the ability of most landowners to render their
own opinion regarding the fairness of the fair market value offer
compensation offer made.

o Allows the State Tax Commission to collect accurate property
taxes based on the disclosed sale price recorded in the deed.

e Would require little or no-cost access to real estate transaction
price information.

SUMMARY

The ability to purchase right of way in a timely manner is a primary
driver in enabling a project to move forward. When there is a
lack of data, incomplete data or data is simply not made public
because of copyright law or federal regulations, the appraiser is
substantially handicapped.

While most states disclose the real estate sale price in one form
or another, there are still seven states that maintain the non-
disclosure status. The transparency gained by changing the law
of real estate sales price disclosure in those states would provide
enormous savings in time and money for both state agencies and
property owners alike. &

REFERENCES

Waters, T. Innovative Practices to Reduce Delivery Time for Right-of-Way in Project
Development NCHRP Synthesis of Highway Practice, No 0309069017, TRB, National
Research Council, Washington, D.C., 2000.

Federal Highway Administration (FHWA) website, accessed in January 2009

http://www.thwa.dot.gov/REALESTATE/right of waymgt/index.htm.
Federal Highway Administration “Uniform Act Section 301 49 CFR 24.104”

JULY/AUGUST 2009 Right of Way 2l




<<
  /ASCII85EncodePages false
  /AllowTransparency false
  /AutoPositionEPSFiles true
  /AutoRotatePages /None
  /Binding /Left
  /CalGrayProfile (Dot Gain 20%)
  /CalRGBProfile (sRGB IEC61966-2.1)
  /CalCMYKProfile (U.S. Web Coated \050SWOP\051 v2)
  /sRGBProfile (sRGB IEC61966-2.1)
  /CannotEmbedFontPolicy /Warning
  /CompatibilityLevel 1.4
  /CompressObjects /Tags
  /CompressPages true
  /ConvertImagesToIndexed true
  /PassThroughJPEGImages true
  /CreateJobTicket false
  /DefaultRenderingIntent /Default
  /DetectBlends true
  /DetectCurves 0.0000
  /ColorConversionStrategy /sRGB
  /DoThumbnails false
  /EmbedAllFonts true
  /EmbedOpenType false
  /ParseICCProfilesInComments true
  /EmbedJobOptions true
  /DSCReportingLevel 0
  /EmitDSCWarnings false
  /EndPage -1
  /ImageMemory 1048576
  /LockDistillerParams false
  /MaxSubsetPct 100
  /Optimize true
  /OPM 1
  /ParseDSCComments true
  /ParseDSCCommentsForDocInfo true
  /PreserveCopyPage true
  /PreserveDICMYKValues true
  /PreserveEPSInfo true
  /PreserveFlatness false
  /PreserveHalftoneInfo false
  /PreserveOPIComments true
  /PreserveOverprintSettings true
  /StartPage 1
  /SubsetFonts true
  /TransferFunctionInfo /Apply
  /UCRandBGInfo /Preserve
  /UsePrologue false
  /ColorSettingsFile ()
  /AlwaysEmbed [ true
  ]
  /NeverEmbed [ true
  ]
  /AntiAliasColorImages false
  /CropColorImages false
  /ColorImageMinResolution 300
  /ColorImageMinResolutionPolicy /OK
  /DownsampleColorImages true
  /ColorImageDownsampleType /Bicubic
  /ColorImageResolution 100
  /ColorImageDepth -1
  /ColorImageMinDownsampleDepth 1
  /ColorImageDownsampleThreshold 1.50000
  /EncodeColorImages true
  /ColorImageFilter /DCTEncode
  /AutoFilterColorImages true
  /ColorImageAutoFilterStrategy /JPEG
  /ColorACSImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /ColorImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /JPEG2000ColorACSImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /JPEG2000ColorImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /AntiAliasGrayImages false
  /CropGrayImages false
  /GrayImageMinResolution 300
  /GrayImageMinResolutionPolicy /OK
  /DownsampleGrayImages true
  /GrayImageDownsampleType /Bicubic
  /GrayImageResolution 100
  /GrayImageDepth -1
  /GrayImageMinDownsampleDepth 2
  /GrayImageDownsampleThreshold 1.50000
  /EncodeGrayImages true
  /GrayImageFilter /DCTEncode
  /AutoFilterGrayImages true
  /GrayImageAutoFilterStrategy /JPEG
  /GrayACSImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /GrayImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /JPEG2000GrayACSImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /JPEG2000GrayImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /AntiAliasMonoImages false
  /CropMonoImages false
  /MonoImageMinResolution 1200
  /MonoImageMinResolutionPolicy /OK
  /DownsampleMonoImages true
  /MonoImageDownsampleType /Bicubic
  /MonoImageResolution 300
  /MonoImageDepth -1
  /MonoImageDownsampleThreshold 1.50000
  /EncodeMonoImages true
  /MonoImageFilter /CCITTFaxEncode
  /MonoImageDict <<
    /K -1
  >>
  /AllowPSXObjects false
  /CheckCompliance [
    /None
  ]
  /PDFX1aCheck false
  /PDFX3Check false
  /PDFXCompliantPDFOnly false
  /PDFXNoTrimBoxError true
  /PDFXTrimBoxToMediaBoxOffset [
    0.00000
    0.00000
    0.00000
    0.00000
  ]
  /PDFXSetBleedBoxToMediaBox true
  /PDFXBleedBoxToTrimBoxOffset [
    0.00000
    0.00000
    0.00000
    0.00000
  ]
  /PDFXOutputIntentProfile ()
  /PDFXOutputConditionIdentifier ()
  /PDFXOutputCondition ()
  /PDFXRegistryName ()
  /PDFXTrapped /False

  /CreateJDFFile false
  /Description <<
    /CHS <FEFF4f7f75288fd94e9b8bbe5b9a521b5efa7684002000410064006f006200650020005000440046002065876863900275284e8e9ad88d2891cf76845370524d53705237300260a853ef4ee54f7f75280020004100630072006f0062006100740020548c002000410064006f00620065002000520065006100640065007200200035002e003000204ee553ca66f49ad87248672c676562535f00521b5efa768400200050004400460020658768633002>
    /CHT <FEFF4f7f752890194e9b8a2d7f6e5efa7acb7684002000410064006f006200650020005000440046002065874ef69069752865bc9ad854c18cea76845370524d5370523786557406300260a853ef4ee54f7f75280020004100630072006f0062006100740020548c002000410064006f00620065002000520065006100640065007200200035002e003000204ee553ca66f49ad87248672c4f86958b555f5df25efa7acb76840020005000440046002065874ef63002>
    /DAN <>
    /DEU <>
    /ENU (Use these settings to create Adobe PDF documents best suited for high-quality prepress printing.  Created PDF documents can be opened with Acrobat and Adobe Reader 5.0 and later.)
    /ESP <>
    /FRA <>
    /ITA <>
    /JPN <FEFF9ad854c18cea306a30d730ea30d730ec30b951fa529b7528002000410064006f0062006500200050004400460020658766f8306e4f5c6210306b4f7f75283057307e305930023053306e8a2d5b9a30674f5c62103055308c305f0020005000440046002030d530a130a430eb306f3001004100630072006f0062006100740020304a30883073002000410064006f00620065002000520065006100640065007200200035002e003000204ee5964d3067958b304f30533068304c3067304d307e305930023053306e8a2d5b9a306b306f30d530a930f330c8306e57cb30818fbc307f304c5fc59808306730593002>
    /KOR <FEFFc7740020c124c815c7440020c0acc6a9d558c5ec0020ace0d488c9c80020c2dcd5d80020c778c1c4c5d00020ac00c7a50020c801d569d55c002000410064006f0062006500200050004400460020bb38c11cb97c0020c791c131d569b2c8b2e4002e0020c774b807ac8c0020c791c131b41c00200050004400460020bb38c11cb2940020004100630072006f0062006100740020bc0f002000410064006f00620065002000520065006100640065007200200035002e00300020c774c0c1c5d0c11c0020c5f40020c2180020c788c2b5b2c8b2e4002e>
    /NLD (Gebruik deze instellingen om Adobe PDF-documenten te maken die zijn geoptimaliseerd voor prepress-afdrukken van hoge kwaliteit. De gemaakte PDF-documenten kunnen worden geopend met Acrobat en Adobe Reader 5.0 en hoger.)
    /NOR <>
    /PTB <>
    /SUO <>
    /SVE <>
  >>
  /Namespace [
    (Adobe)
    (Common)
    (1.0)
  ]
  /OtherNamespaces [
    <<
      /AsReaderSpreads false
      /CropImagesToFrames true
      /ErrorControl /WarnAndContinue
      /FlattenerIgnoreSpreadOverrides false
      /IncludeGuidesGrids false
      /IncludeNonPrinting false
      /IncludeSlug false
      /Namespace [
        (Adobe)
        (InDesign)
        (4.0)
      ]
      /OmitPlacedBitmaps false
      /OmitPlacedEPS false
      /OmitPlacedPDF false
      /SimulateOverprint /Legacy
    >>
    <<
      /AddBleedMarks false
      /AddColorBars false
      /AddCropMarks false
      /AddPageInfo false
      /AddRegMarks false
      /BleedOffset [
        0
        0
        0
        0
      ]
      /ConvertColors /ConvertToRGB
      /DestinationProfileName (sRGB IEC61966-2.1)
      /DestinationProfileSelector /DocumentRGB
      /Downsample16BitImages true
      /FlattenerPreset <<
        /PresetSelector /MediumResolution
      >>
      /FormElements false
      /GenerateStructure false
      /IncludeBookmarks false
      /IncludeHyperlinks true
      /IncludeInteractive false
      /IncludeLayers false
      /IncludeProfiles false
      /MarksOffset 6
      /MarksWeight 0.250000
      /MultimediaHandling /UseObjectSettings
      /Namespace [
        (Adobe)
        (CreativeSuite)
        (2.0)
      ]
      /PDFXOutputIntentProfileSelector /DocumentCMYK
      /PageMarksFile /RomanDefault
      /PreserveEditing true
      /UntaggedCMYKHandling /UseDocumentProfile
      /UntaggedRGBHandling /UseDocumentProfile
      /UseDocumentBleed false
    >>
    <<
      /AllowImageBreaks true
      /AllowTableBreaks true
      /ExpandPage false
      /HonorBaseURL true
      /HonorRolloverEffect false
      /IgnoreHTMLPageBreaks false
      /IncludeHeaderFooter false
      /MarginOffset [
        0
        0
        0
        0
      ]
      /MetadataAuthor ()
      /MetadataKeywords ()
      /MetadataSubject ()
      /MetadataTitle ()
      /MetricPageSize [
        0
        0
      ]
      /MetricUnit /inch
      /MobileCompatible 0
      /Namespace [
        (Adobe)
        (GoLive)
        (8.0)
      ]
      /OpenZoomToHTMLFontSize false
      /PageOrientation /Portrait
      /RemoveBackground false
      /ShrinkContent true
      /TreatColorsAs /MainMonitorColors
      /UseEmbeddedProfiles false
      /UseHTMLTitleAsMetadata true
    >>
  ]
>> setdistillerparams
<<
  /HWResolution [2400 2400]
  /PageSize [612.000 792.000]
>> setpagedevice


