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Digest:  

This chapter has been recoded from a 1-digit chapter to a 2-digit chapter.

40.4 - Adds cross reference to FSM 5410.3, paragraph 2 for requirement of written request for market surveys.

41 - Adds Exhibit 01, Market Survey Report.

41.1 - Redefines purpose and intended use of a market survey report.

41.3 - Revises content of market survey report conclusion.

Digest--Continued:  

42 - Establishes direction for feasibility valuation and consultation.  Adds Exhibits 01 
through 03, Valuation Feasibility Reports.

42.1 - Adds direction for use of a summary appraisal report and includes an example of a summary appraisal report as Exhibit 01.
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Market surveys may be used for establishing fees for land-use authorizations that are not determined by appraisals or other means.  The survey normally concludes with a range of market rents or property values.  The authorizing officer shall decide whether to have a market survey prepared and how the survey shall be used.  Surveys must be prepared by a Qualified Appraiser (FSM 5410.6).  Formal reviews are not required, but may be requested by the authorizing officer.

40.1 - Authority

1.  Title 36, Code of Federal Regulations, section 251.57 requires that fees be based on the market value of the rights and privileges authorized, as determined by appraisal or other sound business management principles.

2.  Office of Management and Budget (OMB) Circular A-25, as amended and supplemented, requires agencies to establish user charges based on sound business management principles to the extent feasible, in accordance with comparable commercial practices.

40.2 - Objective

The objective of using market surveys is to identify in a cost-efficient manner a range of rental rates or property values supported by relevant market data from which land use authorization fees can be determined.

40.4 - Responsibility

1.  Authorized Officer.  The officer authorized and responsible for issuing the land-use authorization (usually the Forest Supervisor; FSM 2704) is responsible for the following in regard to market surveys:

a.  Deciding if a market survey should be prepared.

b.  Requesting in writing that a market survey be conducted (FSM 5410.3, para. 2).

c.  Ensuring that market survey data forms are submitted to the Regional Appraiser for approval before the survey begins.

d.  Identifying a fee or fee schedule to set the actual fee, within the range identified by the market survey, using sound business management principles.  

e.  Documenting (in a separate document) how the final fee/fee schedule was determined.

f.  Determining agency use of the market surveys.

2.  Regional Appraiser.  The Regional Appraiser is responsible for approval of market survey data forms before surveys begin.

40.5 - Definitions

Market Survey.  A macroanalytic study of market rentals or property values for a specified land use in a given market area.

41 - ORGANIZATION AND CONTENT OF MARKET SURVEY REPORTS

Follow the organization and address the topics listed in the market survey report (ex. 01).  Modifications may be made to the standard organization and content when there is a need to add information or to minimize duplicative material.  If it is necessary to identify the document for internal use only, pre-decisional, or otherwise not releasable, boldly label page 1 to that effect.
41 - Exhibit 01

Market Survey Report

	File Code:
	5410
	Date:
	July 16, 2002

	Route To:
	

	
	

	Subject:
	Market Area Analysis, Bend Pine Nursery

Federal Lands

Deschutes National Forest

	
	

	To:
	Kimberly Brown, Director, Recreation, Lands, & Mineral Resources, R-6


Per your request, I have completed a market area analysis of the real state market in Bend, Oregon, as it pertains to the property known as the “Bend Pine Nursery.”  This is not a market survey report in compliance with Standards 4 and 5 of the Uniform Standards of Professional Appraisal Practice, 2002 Edition.  My client for this consulting assignment is the USDA Forest Service, which is also the intended user of the report.  The use of this report by others is not intended and the report may not be disseminated to any other party without the approval of the Director of Recreation, Lands, and Mineral Resources, Region 6, the Director of Lands, Washington Office, or other equivalent official of the USDA Forest Service.

Purpose and Scope

The “Bend Pine Nursery Land Conveyance Act,” Public Law 106-526, authorized the Forest Service to sell or exchange certain administrative sites and National Forest System lands within the State of Oregon.  The purpose of this market analysis is to analyze the potential competitiveness of the Federal lands identified in Public Law 106-526 as Tract A, Bend Pine Nursery, within the area market and to determine if there are sufficient market data to render an opinion of value of the property.  The effective date of my analyses, opinions, and conclusions is July 12, 2002.

The extent of data collection included gathering general market data for the City of Bend and Deschutes County.  Within this process, information was gathered from area Realtors, Bend Chamber of Commerce, Bend Planning Department, and Deschutes County Planning Department.  Interviews were conducted with city and county planners, Realtors, and an area real estate appraiser.  The subject property and surrounding area were inspected.  No comparable sales or listings were confirmed or analyzed.

Property Data

The property is 195.3 acres, more or less, and is described as a portion of Sections 22 and 23, Township 17 South, Range 12 East, WM.  It is located northeast of Bend, Oregon, in Deschutes County.  The mineral estate is assumed to be included in the estate to be conveyed.  There are also 157 acre-feet of water rights from the Swalley Irrigation District and a water well included in the estate to be conveyed.

41 - Exhibit 01--Continued

The property is bordered by the city limits of Bend on the south and west boundaries and by county lands on the north and east.  It is bordered on the east, north, and west by paved county roads, and on the south by an irrigation canal.  City services such as water and sewer are not available to the property.

Area Data

Deschutes County is located in the central part of Oregon at the eastern slopes of the Cascade Mountains.  Bend is the county seat and covers 36 square miles.  Two major highways intersect Bend.  Highway 97 traverses north to south and Highway 20 east to west.

The current population in Deschutes County is in more than 105,000, a 39-percent increase from 1990.  The majority of the county population increase has taken place in the City of Bend where the population has risen from 20,469 in 1990 to over 50,000 in 2000; a 144-percent increase.  The population increase from 1980 to 1990 was only 19 percent, illustrating the dramatic increase that has taken place in the past 10 years.

The City of Bend and the surrounding community are serviced by adequate health services, 16 schools (grades K-12), and 33 developed parks.

Market Area Data

Due to the increase in population, there has been a steady increase in both residential and commercial development.  That trend continues with development radiating in all directions from Bend.  Residential construction in Bend averages 650-700 homes annually.  In 1991, there were 28 new home developments.  There were 74 developments in 1995 and there are 69 new 

residential developments in 2002 with either lots or homes for sale in the general area.  Earlier developments have sold out or are in the final phase of sellout.

Most homes range in price from $100,000 to $250,000, with prices higher for properties with mountain or river views.  The average price for a home in Bend is $144,000.  The average marketing time for a residence is between 90 and 200 days.  There is equal demand for condominiums; single-family homes with small lots; and single-family homes with large lots.  Property taxes are assessed at 100 percent of valuation.  In 1999, the assessed valuation in Deschutes County was $7.4 billion.

City and County Zoning

The City of Bend has an Urban Growth Boundary that borders the Bend Pine Nursery on the west and south boundaries.  This is also the city limits of Bend.  The City of Bend is responsible for zoning within this area.  Outside of that area, Deschutes County zoning is in effect.

41 - Exhibit 01--Continued

The property, if it were in private ownership, is currently in an “Urban Area Reserve Zone” (UAR-10).  The purpose of this zone is to serve as a holding category as urban growth takes place in other identified planning areas.  This category is to be preserved as open space until it is needed for urban growth.  Permitted uses include farm uses, a single-family dwelling, accessory buildings, and day care facilities, subject to site review.  Conditional uses include dude or guest ranches; commercial riding stables; livestock sale and feed yards; mining; cemeteries; churches; community buildings, except for those operated for profit; public, parochial, and private schools; parks and recreation facilities; utility substations; kennels or animal hospitals; planned unit developments (PUD); destination resorts, if located in the Bend Area General Plan mapped area; plant nurseries; timeshare units; and hydroelectric facilities.

Minimum lot size is 10 acres each, with width and setback restrictions included.  No buildings or structures may exceed 30 feet in height.
Findings and Conclusions
1.  A mix of vacant land and residential development surrounds the subject.  There are some established subdivisions and some under construction in the immediate area.  A tract of land zoned residential that is adjacent to the property is currently for sale.  Considering the trend in population growth within the Bend area, this property would most likely be desirable for some type of residential development in the near future.  Current zoning would facilitate several types of development.  According to the County Planning Department, the approval process for a subdivision under UAR 10 requires filing an application for a conditional use.  Adjacent property owners would be contacted for comment on the proposed use.  If there were objections, the process could take up to approximately 4 months.  This is not an unreasonable amount of time to hold development property and, compared to some areas, would be considered a relatively short holding period.

2.  Under current zoning the property potentially could be subdivided into 19 to 20 homesites.  According to both the city and county planning offices, a request to incorporate the property into the Urban Growth Boundary would not be approved in the near future because there is high-density property still available for development within the city limits and the city recently amended its plan.  Also, there is a market for rural 10-acre homesites within the area.  The time and cost to request a zone change would not be needed to subdivide and market the property.  There have been no recent zone change requests filed with the County Planning Department.

3.  With the demand in the area for residential housing, a reasonable highest and best use of the property could be some type of residential development.  Under current zoning, the type of development could be one of many options.  A PUD would be permissible as long as the number of homesites in the PUD did not exceed the number allowed under the permitted use (19-20 lots).  The PUD would also require minimum 2-acre lots and a certain percentage of open space.  
41 - Exhibit 01--Continued

However, open space could be a golf course, equestrian area, or other uses as listed above.  The use of the property as a destination resort would be precluded since the subject property is not in the Bend Area General plan destination resort map.  The number of development possibilities would add a challenge to the highest and best use analysis.

4.  The property is unique due to its size and location.  There are very few, if any, vacant tracts of land that are adjacent to or near the city limits of Bend.  There are some tracts that have sold in the 40-acre size range for development and possibly two larger acreages in the area that have recently been approved for residential subdivision development, but comparable sales appear to be limited at best.

If the highest and best use is determined to be residential development, the lack of comparable sales could affect the solidity of the analysis.  The appraiser could use the Development Approach (sometimes called the Subdivision Approach).  The Development Approach is the least preferred method of valuation.  This is not actually an approach to value as much as a method to determine value using sales of developed lots and income to a developer from those sales.  The reliability and use of this method is discussed in the Uniform Appraisal Standards for Federal Land Acquisitions as follows:

“When the highest and best use of a property is for subdivision purposes and comparable sales do not exist, the appraiser may resort to the development approach to land value, but only if adequate market and/or technical data are available with which to reliably estimate the property by this approach.”  [UASFLA, Section A-15, p. 19]

“When comparable sales are available with which to accurately estimate the property’s market value, the development approach should not be relied upon as the primary indicator of value, as it is considerably more prone to error.”  [UASFLA, Section B-8,
p. 45]

The high potential of limited comparable sales data and use of the development approach would indicate the determination of market value based on the appraisal of the property would be less reliable than the property being offered competitively in the market.  If the highest and best use is residential development, offering the property on a competitive basis would be more reflective of the Bend area market and what a developer would be willing to invest in the land.

Assumptions and Limiting Conditions  
· This market study report is based on information and data as identified in the report.

· I assume that such data and information are factual and accurate.

· I reserve the right to consider any new or additional data or information which may subsequently become available.
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Certification

I certify that, to the best of my knowledge and belief:

· The statements of fact contained in this report are true and correct.

· The reported analyses, opinions, and conclusions are limited only by the reported assumptions and limiting conditions and are my personal, impartial, and unbiased professional analyses, opinions, conclusions, and recommendations.

· I have no present or prospective interest with respect to the parties involved.

· I have no bias with respect to any property that is the subject of this report or to the parties involved with this assignment.

· My engagement in this assignment was not contingent upon developing or reporting predetermined results.

· My compensation for completing this assignment is not contingent upon the development or reporting of a predetermined value or direction in value that favors the cause of the client, the attainment of a stipulated result, or the occurrence of a subsequent event directly related to the intended use of this consultation.

· OMB Bulletin 92-06 directs that Federal employees need only be licensed or certified in one State or territory to perform real estate duties as Federal employees in all States and territories. 

· My analyses, opinions, and conclusions were developed, and this report has been prepared, in conformity with the Uniform Standards of Professional Appraisal Practice.

· I have made a personal inspection of the property that is the subject of this report.

· Jeff Osmundson, a Forest Service Qualified Review Appraiser, provided assistance to me in the development of this report.

/s/ Tanya Henderson  
Tanya Henderson, RPRA

Regional Appraiser, Pacific-Northwest Region

Colorado Certified General Appraiser No. CG40004649

41.1 - Market Survey Report Introduction

1.  Assumptions and Limiting Conditions.  When making a market survey of a use with conditions that might not represent the authorized use, carefully phrase and use an appropriate limiting condition.  Speculative assumptions and limiting conditions are inappropriate.  If there are critical assumptions, show the validity and justification for such assumptions.

2.  Purpose and Intended Use of the Report.  The primary purpose is to provide a market based analysis for the stated purpose.  The intended use of the report is to aid the authorized officer in developing a fee or a fee schedule for a particular use, for configuring an exchange, estimating costs for a land purchase, and other landownership adjustment and land-use cases.

3.  Definitions.  Define terminology pertinent to the market survey.

4.  Authorized Use.  Define the rights and privileges authorized and the geographic area to which the survey will apply.

5.  Procedures.  Describe the procedure(s) used to make the survey.

6.  Survey Area.  Describe the survey area from which market data were collected.  If the survey area is different from the area to which the data will be applied, explain the differences.

41.2 - Analysis in the Market Survey Report

1.  General Description.  Describe how the data are organized and analyzed, and how they will be presented.

2.  Market Data.  Describe the data collected.

3.  Analysis.  Describe by category each factor which influences prices paid.  Explain which transactions represent cash market rent/value for the authorized use and why other data deviate from cash market rent/value.  Array data to best illustrate factors which affect value.  Cite statistical measures which may be helpful, such as mean, median, mode, and range.

The data required depend upon the complexity of the problem, the availability of suitable rentals/sales, and the extent to which the pattern of rentals/sales indications varies.

Do not make comparisons of rental data with individual authorized sites.

41.3 - Market Survey Report Conclusion

Describe the conclusion based on the purpose of the survey and the data analyzed.

41.4 - Market Survey Addenda

Include the following items as applicable to the market survey:

1.  Maps.  Ensure that all maps are of high quality, clearly identify transactions, and show the date the map was prepared.  

2.  Market Survey Data Verification.  Include verification for each transaction used in the report.  The transaction number must match the number of the transaction as listed in the report.  The verification format must be approved by the Regional Appraiser before the survey starts.

3.  Photographs.  In each copy of the report, as appropriate, provide original color photographs or high quality color copies of photographs of the authorized use and all comparable transaction data.  Photographs may be in a separate exhibit in the addenda or included with the narrative description of the use and transaction data.  Provide the following information with each photograph:

a.  Identification of photographed scene; include direction of view and other pertinent information.

b.  The name of the photographer.

c.  The date the photograph was taken.

4.  Other Pertinent Exhibits.  Present any additional data pertinent to the market survey, such as documents, charts, maps, and other information.

5.  Qualifications.  List the qualifications of each person who contributed to the report.

42 - VALUATION FEASIBILITY REPORTS

Valuation feasibility reports may include information which can be used to guide decision-making with respect to addition or deletion of lands from the transaction, consequences of acquisition of structural improvements, consequences of acquisition or severance of water rights, effects of configuration on value, or other similar observations, and should be included as a part of the exchange feasibility analysis to provide guidance to the authorized officer on potential valuation issues associated with the Federal and non-Federal lands for certain land exchanges.  Valuation feasibility reports, exhibits 01 through 03, are not subject to the Uniform Standards of Professional Appraisal Practice (USPAP) Standards 4 and 5.  Qualified staff appraisers or private contract appraisers may prepare the valuation feasibility report.  However, valuation feasibility reports completed by private contract appraisers shall receive concurrence by the assigned Forest Service staff review appraiser.  If it is necessary to identify the valuation feasibility report for internal use only, pre-decisional, or otherwise not releasable, boldly label page 1 to that effect.
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Valuation Feasibility Report
	File Code:
	5430/5410
	Date:
	 November 14, 2001

	Route To:
	Cindy Hockelberg

	
	

	Subject:
	Valuation Feasibility for the Mann Land Exchange Proposal

	
	

	To:
	Forest Supervisor, Medicine Bow/Routt NF


Although this analysis has been completed in conformance with the Uniform Standards of Professional Appraisal Practice (USPAP), the report and ensuing conclusions are exempt from the specific performance requirements of Standards 1 through 5.  Refer to Advisory Opinion 21, Illustration 3, page 202 (USPAP 2002) for further guidance on this exemption.

On October 30, 2001, I received maps and a request from Forest Supervisor Mary Peterson for a valuation feasibility analysis regarding the Mann Exchange.  On November 7, 2001, I had a detailed discussion with Cindy Hockelberg about the merits of the exchange and the physical attributes of both the Federal and non-Federal lands involved.  The total Federal lands that could be exchanged are described as Lots 5 and 6, Section 19, T.7N., R.84W., 6th P.M, containing 84.88 acres.  The non-Federal lands are comprised of Lot 2, Section 18, T.7N., R.84W., and the NE1/4SE1/4, Section 13, T.7N., R.85W., 6th P.M., containing 81.35 acres.

Although all of the identified Federal land could be exchanged, Cindy advised that the Forest would rather keep the southern 10 acres of Lot 6 to provide hunter and recreational access.  This would provide up to 74.88 acres of Federal land in this desired scenario.  However, if necessary, the entire parcel could be exchanged with a trail easement reserved to the Forest Service.  Although both the Federal and non-Federal lands are somewhat similar in location, access, and physical attributes, the Federal land has the more moderate terrain.  While neither parcel has legal or physical access, the Federal land is much nearer to existing physical access and the terrain is more accommodating for extension of that access.  More rugged terrain would pose significant challenges in introducing physical access to the non-Federal parcel.  Although it appears Hot Spring Creek may touch the southern border of the non-Federal tract, an Easement 

and Right-of-Way Deed to the United States provides public access 20 feet on each side of the creek bank for fishing rights and privileges.  The public easement would tend to offset amenities from the creek if it does indeed enter the non-Federal land.

Considering these factors, the Federal land could reasonably warrant a higher unit value than the non-Federal land.  Consequently, the Forest and exchange applicant are willing to reduce the Federal acreage to a size where the values are approximately equal.  Although cash equalization is not a desired option, both parties are receptive to cash equalization in the unlikely event that the non-Federal land appraises for more than the Federal land.
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Based on the information provided, it appears this exchange is structured with enough flexibility to accommodate the 25 percent of Federal value restriction.  If you have any questions, please call me at 303-275-5378.

Craig Bortnem

CRAIG BORTNEM, RPRA

Acting Regional Appraiser, R-2

Colorado Certified General Appraiser CG01324330

42 - Exhibit 02
Valuation Feasibility Report

	File Code:
	5410
	Date:
	December 19, 2001

	Route To:
	Linda Vore

	
	

	Subject:
	Blue Mountain Land Exchange

	
	

	To:
	Forest Supervisor, Wallowa-Whitman National Forest


Although this analysis has been completed in conformance with the Uniform Standards of Professional Appraisal Practice (USPAP), the report and ensuing conclusions are exempt from the specific performance requirements of Standards 1 through 5.  Refer to Advisory Opinion 21, Illustration 3, page 202 (USPAP 2002) for further guidance on this exemption.

As you requested, I have completed an analysis of the properties proposed for exchange in the Blue Mountain Land Exchange.  Please note that this is not a Consultation Report under Standard 5 of the Uniform Standards of Professional Appraisal Practice (USPAP) and is not an Appraisal Review Report under Standard 3 of USPAP.

This report is for internal USDA Forest Service use only.  The intended user of this Valuation Feasibility Report is the USDA Forest Service.  The purpose of this Valuation Feasibility Report is to assist Malheur, Umatilla, and Wallowa-Whitman National Forest personnel in framing the broad parameters of the proposed land exchange.  The effective date of this Valuation Feasibility Report is December 14, 2001.

The following are my findings:

· The private lands proposed for exchange in this case consist of roughly 90 parcels in 25 different ownerships.  Private land at this time totals 31,436 acres.
· The Federal lands proposed for exchange consist of approximately 67 parcels.  Federal land at this time totals 18,798 acres.
· The private and Federal lands are scattered across northeastern Oregon in Baker, Grant, Morrow, Umatilla, Union, Wallowa, and Wheeler Counties.  They are also within the Malheur, Umatilla, and Wallowa-Whitman National Forests.
· The lands are generally timberlands, rangelands, or mining claims.  Many have outdoor recreation potential; some have recreation homesite potential.  One parcel has a small lake on it.  Some of the lands lie within the Eagle Cap Wilderness Area; others are in the Hells Canyon National Recreation Area.  There are five Wild & Scenic Rivers involved.
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· Access varies from very good to virtually non-existent.

· I have not researched zoning designations, prior sales of the subject properties, or sales of comparable properties.

· I have no timber volume information.  However, broadly speaking, the Federal lands will probably have more merchantable timber on them than will the private lands.  Thus, fluctuations in the timber market will most likely have more significant impacts on overall Federal land values than on private lands values.

· I have received preliminary water rights information.  On the Federal lands, there are 13 Water Rights Certificates noted.  Uses for which the Certificates were issued include livestock, irrigation, domestic, wildlife, and railroad.  On the private lands, there are 17 Certificates noted for uses including livestock, irrigation, domestic, and mining.  In addition, there are several uses noted as “rights” but not as “Certificates.”  Also, there are at least 64 stock pond uses authorized to at least four landowners under House Bill 2153.  I have not researched how all these rights might affect the value of the lands with which they are associated.

· I have no information related to potential minerals on either the private or the Federal lands.  I am aware, however, that there are several parcels of Oregon Department of Fish and Wildlife lands within the Malheur National Forest that have outstanding mineral rights.  These parcels had to be dropped from a previous land exchange because the owner(s) of the minerals refused to sell or exchange.  This will need to be resolved on these parcels before the exchange can be completed.

· I understand that the third party facilitator is still working on the exchange configuration and that the number of parcels, landowners, and total acres may yet change somewhat.
· I am personally familiar with many of the parcels proposed for exchange since I was at one time assigned the job of completing the appraisals for the exchange and had, in fact, done the property inspections on many of them.

Conclusion:

This land exchange proposal is far too large and far too complicated for me to be able to complete an in-depth analysis in a reasonable amount of time or with a reasonable amount of effort.  Without completing an actual appraisal of the properties proposed for exchange, it is literally impossible to say that any particular configuration or combination of private versus Federal parcels will be in balance for exchange purposes. 
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I do believe, however, that there are enough parcels on both sides to allow parcels to be dropped from the exchange to bring the overall land exchange into balance.

Recommendation:

Considering the overall complexity of this land exchange proposal, I believe that formal appraisals should be completed that will provide value estimates that the land exchange participants can use to equalize the values of the two sides of the exchange.
I further suggest that those appraisals be completed using market-driven groupings, thus ensuring that all properties on both sides of the exchange are appraised in the same manner.

David P. Rudeen

DAVID P. RUDEEN, MSA

Senior Review Appraiser
Oregon Certified General Appraiser No. C000258
42 - Exhibit 03

Valuation Feasibility Report

	File Code:
	5410/5430
	Date:
	March 29, 2002

	Route to:
	Qualified Review Appraiser

Monongahela National Forest

	Subject:
	Acme Exchange Proposal

Valuation Feasibility Report

	
	

	To:
	Forest Supervisor

Monongahela National Forest


Although this analysis has been completed in conformance with the Uniform Standards of Professional Appraisal Practice (USPAP), the report and ensuing conclusions are exempt from the specific performance requirements of USPAP Standards 1 through 5.  Refer to Advisory Opinion 21, Illustration 3, page 202 (USPAP 2002) for further guidance on this exemption.
At your request, I studied the real estate market for timberland in the Tucker and Preston County, West Virginia, area.  I confirmed and inspected numerous sales of timberland in the market area and studied the contribution of timber to the purchase price of land when it sells with well-stocked stands of timber.  My findings, which consist of a reasonable range of prices for timberland in this market area with specified volumes of timber, are attached. 

This is not an appraisal of any specific parcel of land.  This is a market study of timberland prices in the market area.  For an estimate of market value for any specific tract of land, please request an appraisal.  Nothing in this feasibility analysis report should be construed as an opinion of value for any specific parcel of land.  
This report is for internal Forest Service use, intended to assist you in framing the broad parameters of an exchange proposal.  This report should not be released, as the information may be misleading if taken out of context from the purpose for which it was prepared.  This memo and attachment must be removed from agency records upon approval of appraisals for the proposed Acme Exchange, or if a decision is made not to proceed with the proposal.

These findings are based on research completed in March 2002.
Jon T. Freeman

JON T. FREEMAN, RPRA

Senior Qualified Review Appraiser

Vermont Certified General 

Real Estate Appraiser #80-0000178
42 - Exhibit 03--Continued
PART I - INTRODUCTION
Purpose of the Study
I studied this market to assist the Forest in formulating an exchange proposal involving National Forest System lands and lands owned by the Acme Company.  I anticipate that the Forest will use the market information reported here to package an exchange of lands from the several parcels being considered.  If negotiations for an exchange proceed, a request for an appraisal of a specific Federal property and non-Federal property must be prepared in compliance with 
FSM 5410.  Any final negotiations for an exchange must be based on an appraisal report approved by a Forest Service staff review appraiser.
Scope of the Study

In investigating the timberland market in this area over the last few years, I interviewed real estate professionals all over northern West Virginia.  I searched land records in Tucker, Randolph, Pendleton, and Preston Counties and interviewed active participants in the land and timber market in the area.  The time span of my search varied in the several counties, but generally included most relevant sales in the area since 1995.  The reader should note that the data presented here are data I developed over a timeframe ending in March 2002.  The effective date of this analysis is, therefore, March 15, 2002.
Eight sales are cited in this report and data sheets are on file in my office.  In the addenda is a copy of a database showing all acreage sales around the Monongahela National Forest that I have considered. 
Summary of Problem

The Monongahela National Forest is negotiating for the exchange of several parcels of Federal/non-Federal land in Tucker and Preston Counties, West Virginia.  The Forest has supplied me with cruise data on the properties under consideration.  In order to proceed with the negotiations for this exchange, the Forest needs an estimate of the parameters of the market for timberland with significant timber value in the area.

This study reports the range of prices for which typical timberland tracts in the area sell and how timber value impacts that range.  To determine this range, I considered numerous sales of timberland over the last several years and cite eight sales in this report.  The eight sales are properties sold where timber was a significant component of value.
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PART II - FACTUAL DATA

Area and Local Data

Tucker and Preston Counties are a predominantly rural area of northern West Virginia.  Traditionally, the economy of the area has been based on timber and coal.  Population growth in both counties has been relatively stagnant, but there has been significant growth in the Canaan Valley region of Tucker County.  Tucker County’s 1970 population grew by 16 percent to 8,675 by 1980.  By 1990, population had actually dropped to 7,712, an 11 percent drop.  By 2000, the U.S. Census estimates the population had rebounded slightly (less than 1 percent) to 7,783.  Preston’s 1980 population was estimated at 30,460.  By 1990 it had dropped to 29,037 and rebounded slightly to 29,847 by 2000.

The boom and bust nature of the timber and coal industries in past years has resulted in a number of small quiet communities where once thrived bustling towns.  Transportation to and through the region is generally fairly difficult due to the terrain.  Primary access into the area is by U.S. Highway 219, a very scenic, but two lane circuitous road that meanders through the mountainous country in a generally north-south direction.  Corridor H is a long-proposed limited access highway that is planned to go through the area.  The road will run from Elkins, West Virginia, to the Virginia state line.  The road will skirt the Blackwater Canyon to the north, running close by Parsons, Hambleton, Davis, and Thomas.  Locals are hopeful that this road will bring much needed traffic and be an economic boon to the area.  However, people familiar with the project do not expect completion before 2008, and perhaps longer depending on budgeting and the typical “roadblocks” one runs into in such projects.  The county no longer enjoys rail service.

To summarize, the area has experienced negative or very slow growth in recent years and, except in the Canaan Valley area with its tourism related development, there is little reason to see much change in the immediate future.  The construction of Corridor H will greatly improve access into the county and one would expect this to enhance the growth, both in terms of industry and in easing transportation hassles for tourists from metropolitan areas, particularly Washington, DC.  The dominant land use of timber production is likely to continue for the foreseeable future, with second home development climbing slowly, but steadily, as access is improved.  Many buyers of timberland in the area purchase the land for recreational uses with timber as a secondary attribute.  The relatively inexpensive land of the area (compared to metropolitan prices) attracts buyers from the DC area.

Property Data

As has been stated, this study does not estimate the value of a specific parcel of land.  Typical timberland tracts in the area have moderately steep terrain, but generally not prohibitive to 

logging.  Typical timberland tracts in the area have varying levels of access which impact the property’s utility for uses more intensive than timber production.  So long as a property is legally 
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accessible, and physically accessible for logging truck traffic, the type of access has minimal affect on the value of a property with a highest and best use of timber production.  However, access can impact the value of the property for recreational uses and its potential for long-term appreciation.  Similarly, the availability of utilities has minimal effect on the price paid for these lands, unless more intensive uses are contemplated. 

The most significant factor in the value of these lands is the amount, quality, and value of marketable timber.  The properties being considered by the Forest Service for exchange have significant timber volumes and the following analysis is geared to properties with a highest and best use of timber production, with little development potential, but with good hunting land characteristics.

PART III - DATA EVALUATION

Eight sales of timberland are cited herein and are considered to give a fair indication of the market price for typical timberland tracts in the area.  They are summarized on the following table.  The properties have sold in the years 1997 - 2002.  They range in size from 66 to 759 acres.  They range in selling price from $600 to $1,571 per acre.

The timber resource on the individual properties was a significant factor in the purchase of all eight sales.  The buyers of six of the eight properties were timber companies.  The other two buyers were individuals who were familiar with the property’s timber value.  These eight sales are displayed in the chart below.  The stumpage value as used here is the value of the immediately marketable sawtimber on the tract, if a selective cut were to be done soon after the date of sale. 

Sale #
 Date

Size
$/acre

Stumpage $/acre
Residual 
1
10/97 

100
$953

$450


$503
2
  5/98 

203 
$800

$400


$400
3
  9/98 

131
$1,186

$575


$611
4
  9/98 

135
$704

$480


$224
5 
 5/99

133
$1,571

$1,000


$571
6 
10/99 

66
$1,116

$893


$223
7
  1/00  

227
$600

$285


$315

8 
  2/02 

759
$1,263

$1,073


$190
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Of the three highest sales (in terms of residual value), two (Sales 1 and 5) were purchased by a local timber company that plans on holding the land for long-term timber production.  Sale 3 was purchased by another local timber company that plans to resell after harvest.  This buyer was confident they could get about $600/acre out of it after harvesting the sawtimber.  This property 
had better access than typical, with long paved road frontage.  Their profit will be in milling the lumber.  All three of these sales were adjacent to National Forest System (NFS) land and had public road access.
Sale 2, with a residual value of $400/acre, was purchased by an individual who plans to use the land for recreation and hold for long-term investment after harvest.  This tract was also adjacent to NFS land, a desirable amenity.  However, access to the property was only fair, a long privately maintained gravel road.
The lower-priced Sales, 4, 6, 7, and 8 all had poor access.  Sale 4 ($224/acre) was adjacent to NFS land, but had no legal access.  Physical access was a long dirt road, rough in places, through pasture owned by the buyer.  Sale 6 ($223/acre) had no public road access, nor a legal right-of-way.  It was not in an area of any special amenities.  Sale 7 ($315/acre) was also very remote in an area with no special amenities.  Access is on a dirt public road, which is not maintained.  The buyer stated that it would be difficult to log as they will not be able to get tractor-trailer trucks into the property.  Sale 8 ($190/acre), also in a remote area with no special amenities, was accessed by a long woods road across private timberland.  It had public road frontage on its east side, but terrain was so steep it was not usable.  It was also crossed by two major powerlines.
These sales indicate that tracts of land with minimal potential for higher uses are selling for the value of the harvestable sawtimber, plus $200 - $300/acre for the residual land and young growth.  Lands with other amenities and/or good access will sell for the value of the harvestable timber plus $500 - $600/acre for the residual.  
The sales do not indicate that size, in the range of the cited sales, has much bearing on price per acre for tracts purchased primarily for timber production.  The lowest sale (residual value) was the largest sale at 759 acres.  However, the next lowest sale was the smallest sale at 66 acres.  Conversations with representatives of timber companies indicated that size in this range was not a factor.  The most important factor was the value of the standing timber.
Jon T. Freeman

JON T. FREEMAN, RPRA

Senior Qualified Review Appraiser

Vermont Certified General Real Estate Appraiser #80-0000178
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PART IV - ADDENDA
Listing of Monongahela Area Sales Database
Location Map

42.1 - Summary Appraisal Reports

Occasionally, when a discreet value estimate is required for the feasibility analysis, it may be necessary to prepare a summary appraisal report (ex. 01).  Only the summary appraisal report may be used as a component of a consultation in compliance with the Uniform Standards of Professional Appraisal Practice (USPAP) Standards 4 and 5.  If it is necessary to identify the summary appraisal report for internal use only, pre-decisional, or otherwise not releasable, boldly label the title page and page 1 to that effect.
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Summary Appraisal Report

	File Code:
	5410/5430
	Date:
	March 23, 2002 

	Route to:
	Qualified Review Appraiser

Midewin National Tallgrass Prairie

	Subject:
	Smilin’ Jack Smiley Exchange

Summary Appraisal Report  

	
	

	To:
	Prairie Supervisor

Midewin National Tallgrass Prairie


At your request, I conducted an appraisal to estimate the likely range of market value of the subject properties owned by the United States of America and Smilin’ Jack Smiley.  The intended users of this report are only you and the Forest Service Lands Staff.  The purpose of this report is to document an estimated range of values for the parcels proposed for exchange.  The intended use of this report is to assist you and your staff in assessing the feasibility of this proposed exchange.  This report is specifically not intended to form the basis of a decision to acquire or convey properties.  Upon approval of appraisals for this transaction or a decision not to proceed with the proposal, this Summary Appraisal Report shall be removed from your file and returned to me.
The reader should note that I have completed this analysis relying on information in my sales file for the grassland area.  No additional data searches were completed in the process of developing this report.  The reader should also note that this report has not been technically reviewed.  Before an exchange of lands can be finally negotiated, a complete or limited appraisal, as of a current date should be reported, reviewed, and approved by a Forest Service Staff Review Appraiser.  
As documented herein, my opinion of the market value of the subject Federal property, as of February 1, 2002, is between $720,000 and $810,000.  My opinion of the market value of the subject non-Federal property, as of the same date, is between $330,000 and $370,000.  The conclusions herein are limited by the stated assumptions and limiting conditions. 
Jon T. Freeman

JON T. FREEMAN, RPRA

Senior Qualified Review Appraiser

Vermont Certified General 

Real Estate Appraiser #80-0000178
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PART I - INTRODUCTION

Purpose of the Appraisal
The purpose of this report is to document a market value opinion for the parcels proposed for exchange.  The intended use of this report is to assist the grasslands staff in assessing the feasibility of this proposed exchange.  This report is specifically not intended to form the basis of a decision to acquire or convey properties.  The intended users of this report include the Midewin Supervisor and the Forest Service Lands Staff. 
Market value is the amount in cash, or on terms reasonably equivalent to cash, for which in all probability the property would have sold on the effective date of the appraisal, after a reasonable exposure time on the open competitive market, from a willing and reasonably knowledgeable seller to a willing and reasonably knowledgeable buyer, with neither acting under any compulsion to buy or sell, giving due consideration to all available eco​nomic uses of the property at the time of the appraisal.
  Consequently, this assignment is a limited appraisal reported in summary format.
The reader should note that this definition of market value, required by the Uniform Appraisal Standards for Federal Land Acquisition, is not “linked” to a specific “exposure time” estimate as required by the Uniform Standards of Professional Appraisal Practice (USPAP). 
  “Such estimates are inappropriate for, and must not be included in, appraisal reports prepared for Federal land acquisitions under these standards.”
  This appraisal therefore invokes the Jurisdictional Exception Rule and does not include an opinion of reasonable exposure time.  
Scope of the Appraisal

I have been collecting sales data information for the market area surrounding the Midewin National Tallgrass Prairie since 1997.  I have sales data on acreage sales for this area from 1995 into January 2002, and have searched county transfer records that were available through 
January 30, 2002.
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In conducting my most recent data search, I interviewed Forest Service employees at the Prairie Office and various real estate professionals in the area.  I also utilized Will County Tax Assessor 

records and the records in the office of the Recorder of Deeds.  I considered and inspected some 55 sales that have occurred in Wilmington, Jackson, Florence, Manhattan, and Wilton Townships from 1999 through January 2002, as well as the earlier sales on file.

I did not look for data focusing specifically on this proposed exchange.  The data searches utilized in this analysis were done for other projects.  However, the scope of the data in my files is considered sufficient for the purposes of this assignment.

PART II - FACTUAL DATA

Legal Description

Federal Land:  The north 100 acres of that part of the NE1/4, Section 24, Township 33 North, Range 9 East, of the 3rd Principal Meridian, lying east of the easterly right-of-way line of the Gulf, Mobile, and Ohio Railroad Company, excepting therefore that part falling in Document R74-1402 and described as follows:  Beginning at the intersection of the west right-of-way line of Illinois Highway 53 and the north right-of-way line of the road dedicated by document R69-19375 extended east to the west right-of-way line of said highway route 53; thence north 700.00’ along west right-of-way line of Highway 53; thence west 497.82’ parallel with the north right-of-way line of said road dedicated by document R69-19375; thence south parallel with the west right of way line of said highway 53 to the north right of way line of the road dedicated by document R69-19375; thence east along the north right-of-way line of said road dedicated by document R69-19375 to the point of beginning, in Will County, Illinois.  Containing 90 acres, more or less non-Federal land:  The subject property is a portion of the SW1/4, Section 30, Township 34 North, Range 11 East, of the 3rd Principal Meridian.  The property contains 78.5 acres, more or less, and is depicted on the sketch in the addenda.

Estate to be Appraised

Federal Land:  The estate to be appraised is all the rights, title, and interest in and to the described real estate owned by the United States of America with no reservations.  The estate is subject to public road and utility easements, drainage rights-of-way, if any, and a pipeline easement.

Non-Federal Land:  The estate to be appraised is all the rights, title, and interest in and to the described real estate owned by Smilin’ Jack Smiley with no reservations.  The estate is subject to public road and utility easements.  I am not aware of any other outstanding rights, encumbrances, or reservations that may affect the value of the property.  Should such rights become known, I reserve the right to alter my opinion of value. 
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Area and Local Data
The subject property lies within southern Will County, Wilmington Township.  Most locations in the county are within a 90-minute drive from downtown Chicago.  The county is experiencing growth, particularly in the northern portions of the county near Joliet.  Traditionally, the county has been largely agricultural, with thousands of acres of level to gently rolling land producing corn, soybeans, and other row crops.  The county also has a heavy industry base, centered around the old Joliet Ammunition Plant.  Mobil Oil has a refinery facility on an approximately 1,300-acre site.  The county has extensive rail, water, and highway transportation facilities.
The Midewin National Tallgrass Prairie was formed from a large portion of the former Joliet Arsenal facility in 1997 when an initial transfer of lands from the Department of Defense to the Department of Agriculture was completed.  Further transfers are anticipated after site clean-up is complete.   Portions of the area are Environmental Protection Agency Superfund sites.  A large portion of the plant area has been set aside for industrial park development.  Plans are currently underway for redevelopment of these portions of the site to make the area attractive for industrial development.  
Property Data

Federal Land:  The subject consists of a generally rectangular piece of cropland with 1,900 feet of frontage on west side of U.S. Highway 53, just north of Wilmington, Illinois.  The terrain is nearly level.  The tract contains approximately 90 acres.  There are no known mineral reserves on the property.  There are no improvements on the property.  Power, telephone, and gas appear to be available to the subject property.  Public water and sewer have been extended from the City of Wilmington to recently annexed land across Highway 53 to the southeast of the subject.  City officials plan to extend water and sewer north along Highway 53 (bordering the subject) within the next 5 years.

Non-Federal land:  The subject consists of a generally rectangular parcel of land with 1,500 feet of frontage on the north side of Hoff Road.  The property also enjoys a half-mile of frontage on Cherry Hill road, a county gravel road.  The tract is mostly cropland, but is crossed by the meandering Prairie Creek.  Prairie Creek and associated wooded areas encompass 15-18 acres of the property.  The creek floods its banks in wet springs and two-thirds of the property is within the 100-year floodplain.  Utilities available to the tract include power and electric.  Hoff Road provides good paved access to the property from Highway 53, some 5 miles to the west.  Hoff Road continues to the east about 2 miles to Highway 52.  However, the pavement on Hoff Road ends a quarter mile east of the subject.  Cherry Hill Road is a north-south county gravel road.
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Analysis of Highest and Best Use
Both the Federal and non-Federal lands are currently in use for agriculture.  I have considered the four tests of highest and best use, focusing largely on ongoing patterns of development in the area.  Due to its proximity to Wilmington, development in the immediate neighborhood and likely annexation into the city, the highest and best use of the Federal land is concluded to be for development for commercial and/or residential uses.  

The non-Federal land is not in an area where development is rapidly occurring.  It is also subject to significant flooding.  Its highest and best use is considered to be for continued use for agriculture, with the potential for the development of a single-family home with excess acreage or hobby farming.  
Value Estimate

Federal Land:  Some 55 sales in my database have been considered.  The subject has not sold within the last 10 years and the prior sale of the property in 1961 has no relevance to current market value.  Five sales and one contract for sale are analyzed for this assignment.  These sales range in size from 10 to 160 acres and in selling price from $7,100 to $10,000 per acre.  Considering differences in neighborhoods, size, and utilities, the subject’s value is estimated to fall between $8,000 and $9,000/acre.  At 90 acres, this indicates a value range for the subject between $720,000 and $810,000.  

Non-Federal Land:  Considering the same database, five sales ranging in size from 62 to 159 acres and in selling price from $4,260/acre to $5,250/acre are analyzed for this analysis.  The subject has not sold within the last 10 years and the prior conveyance of the property in 1983 was among family members.  Considering differences in neighborhood, physical attributes, and deducting the estimated improvement value on one sale reduces the indicated range to $4,260/acre to $4,700/acre.  Applying this range to the subject’s estimated 78.5 acres indicates a value range for the subject between $330,000 and $370,000. 

APPRAISER’S CERTIFICATION

I certify that to the best of my knowledge and belief:
1.  The statements of fact contained in this report are true and correct.
2.  The reported analyses, opinions, and conclusions are limited only by the reported assumptions, limiting conditions, and legal instructions, and are my personal, unbiased, professional analyses, opinions, and conclusions.
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3.  I have no present or prospective interest in the property appraised and no personal interest or bias with respect to the properties involved, other than my being employed by the United States Department of Agriculture, Forest Service.  My employment does not affect my estimate of value.
4.  My compensation for the appraisal is not contingent on the analyses, opinions, or conclusions reached or reported.
5.  My analyses, opinions, and conclusions were developed and this report was prepared in conformity with the USPAP.  The work is also in conformance with the Code of Professional Ethics and Standards of Professional Practice of the American Society of Farm Managers and Rural Appraisers (ASFMRA), as well as State certification requirements where the appraised property is located, or as a result of assumed reciprocity with the State or territory to perform real estate duties as Federal employees in all States or territories.  The ASFMRA conducts a mandatory program of continuing education.  I am current with the requirements of this program.

6.  I have made a personal inspection of the appraised property that is the subject of this report and all comparable sales used in developing the estimate of value.  The last date of inspection of the subject property was February 1, 2002.  Smilin’ Jack Smiley accompanied me on my inspection.
7.  No one provided significant professional assistance to the appraiser.

In my opinion, the market value of the Federal land as of February 1, 2002, was between $720,000 and $810,000.
In my opinion, the market value of the non-Federal land as of February 1, 2002, was between $330,000 and $370,000.
Jon T. Freeman

JON T. FREEMAN, RPRA

Senior Qualified Review Appraiser

Vermont Certified General Real Estate Appraiser #80-0000
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PART IV - EXHIBITS AND ADDENDA

Qualifications of Appraiser
References
Appraisal Instructions/Request
Assumptions & Limiting Conditions
Maps of Subject Properties
� Interagency Land Acquisition Conference, Uniform Appraisal Standards for Federal Land Acquisitions (Appraisal Institute, Chicago, IL; 2000), page 13. 


� Interagency Land Acquisition Conference, Uniform Appraisal Standards for Federal Land Acquisitions (Appraisal Institute, Chicago, IL; 2000), page 13. 


� Interagency Land Acquisition Conference, Uniform Appraisal Standards for Federal Land Acquisitions (Appraisal Institute, Chicago, IL; 2000), page 13.





_1019647627.doc
[image: image1.png]UAS







