Student Handbook to The Appraisal of Real Estate

CHAPTER 13: LAND OR SITE VALUATION

Table 13.1 Sales Comparison Grid

	
	Subject Property
	Comparable 1
	Adjustment
	Comparable 2
	Adjustment

	Address
	8225 Washington Blvd.
	1430 E. 82nd Street
	1710 E. 80th Street

	Sale price
	$0
	
	$79,000
	
	$55,000

	Price per sq. ft.
	$0
	$2.13
	
	$3.61
	

	Rights transferred
	fee simple
	fee simple
	0.00%
	fee simple
	0.00%

	Subtotal
	
	
	$79,000
	
	$55,000

	Financing
	assume cash
	contract sale
	-5.00%
	cash to seller
	0.00%

	Subtotal
	
	
	$75,050
	
	$55,000

	Conditions of sale*
	arm’s-length
	arm’s-length
	0.00%
	arm’s-length
	0.00%

	Subtotal
	
	
	$75,050
	
	$55,000

	Date of sale
	now
	5 months ago
	1.25%
	4 months ago
	1.00%

	Subtotal
	
	
	$75,988
	
	$55,550

	
	
	
	
	
	

	Topography
	rolling
	level
	5.00%
	level
	5.00%

	Location
	cul-de-sac
	corner lot
	10.00%
	cul-de-sac
	0.00%

	Wooded
	10%
	50%
	-8.00%
	50%
	-8.00%

	Flood area
	0.00%
	0.00%
	0.00%
	0.00%
	0.00%

	Size (square feet)
	22,000
	37,026
	
	15,246
	

	Size (acres)†
	0.5051
	0.8500
	-17.25%
	0.3500
	7.75%

	Zoning
	residential
	residential
	0.00%
	residential
	0.00%

	Utilities
	public water/sewer
	public water/sewer
	0.00%
	public water/sewer
	0.00%

	Type (platted)
	platted
	platted
	0.00%
	platted
	0.00%

	Improved property
	$300,000
	$450,000
	
	$200,000
	

	Price range‡
	$400,000
	$550,000
	-7.50%
	$250,000
	6.25%

	Other factors
	None
	None
	0.00%
	None
	0.00%

	Net adjustment
	N/A
	
	-17.75%
	
	11.00%

	
	
	
	
	
	

	Indicated value
	N/A
	
	$62,500
	
	$61,661

	
	
	
	
	
	

	* Date of sale adjustment = 0.25% per month

	† Lot size adjustment = 50% per acre

	‡ Price range adjustment = 0.05% per $1,000 in value


Table 13.2 Land Value via Extraction

	Gross sale price
	$301,000

	Cost of residence
	2,800
	@
	$75.00
	=
	$210,000
	

	Cost of basement
	500
	@
	$25.00
	=
	$12,500
	

	Cost of porches, etc.
	500
	@
	$25.00
	=
	$12,500
	

	Cost of garage
	750
	@
	$25.00
	=
	$18,750
	

	Total cost of building improvements
	
	$253,750
	

	Total depreciation (all causes)
	
	12%
	
	– $30,450
	

	Depreciated value of building improvements
	$223,300
	– $223,300

	Depreciated value of site improvements
	– $12,500

	Estimated land value
	$65,200


Table 13.3 Land Value via the Allocation Method

	
	Sale 1
	Sale 2
	Sale 3
	Sale 4

	Sale price
	$250,000
	$300,000
	$220,000
	$200,000

	Estimated land value
	– $50,000
	– $56,000
	– $45,000
	– $40,000

	Estimated building value
	$200,000
	$244,000
	$175,000
	$160,000

	Land/property ratio
	20.00%
	18.67%
	20.45%
	20.00%


Table 13.4 Land Value by Discounted Cash Flow Analysis

	Quarter
	1
	2
	3
	4
	5
	6
	7
	8

	Lots per quarter
	7.5
	7.5
	7.5
	7.5
	7.5
	7.5
	7.5
	7.5

	Sale price per lot
	$47,500
	$47,500
	$47,500
	$47,500
	$47,500
	$47,500
	$47,500
	$47,500

	Estimated PGI
	$356,250
	$356,250
	$356,250
	$356,250
	$356,250
	$356,250
	$356,250
	$356,250

	Less estimated expenses
	
	
	
	
	
	
	
	

	Development costs
	$200,000
	$200,000
	$200,000
	$200,000
	$0
	$0
	$0
	$0

	Real estate taxes
	400
	0
	400
	0
	2,000
	0
	2,000
	0

	Sales commission (7%)
	24,938
	24,938
	24,938
	24,938
	24,938
	24,938
	24,938
	24,938

	Advertising, etc. (4%)
	14,250
	14,250
	14,250
	14,250
	14,250
	14,250
	14,250
	14,250

	Entrepreneurial incentive (20%)
	71,250
	71,250
	71,250
	71,250
	71,250
	71,250
	71,250
	71,250

	Total expenses
	$310,838
	$310,438
	$310,838
	$310,438
	$112,438
	$110,438
	$112,438
	$110,438

	Net cash flow
	$45,412
	$45,812
	$45,412
	$45,812
	$243,812
	$245,812
	$243,812
	$245,812

	Discounted @ 12%
	0.9709
	0.9426
	0.9151
	0.8885
	0.8626
	0.8375
	0.8131
	0.7894

	Present value
	$44,091
	$43,182
	$41,556
	$40,704
	$210,312
	$205,868
	$198,242
	$194,044

	Present value of land = $977,999
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