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INTRODUCTION

Mr. R. Steven Bonnett, Vice President, Trust Division,
Pittsburgh MHational Bank, is serving as executor of the
estate of the late Henry Oliver, Jr.

In that capacity, Mr. Bonnett retained Vern Englehorn and
Frank FKemp ot Denver to appralse the talr market value of
two asseta owned by Mr. Oliver, the Poodle Ranch and the
Four Lazy F Ranch, in Teton County, Wyoming.

Mr, Bonnett subsequently retained the Harrison Price Company
to eritique the Englehorn/Kemp appralsal and the subsequent
IRS appraisal based on that report, with particular reter-
ence to establishing the cash equivalent value associated
with the comparable sales sited in the Englehorn/Kemp ap-
praisal.

Our research program included a physical inspection of each
comparable sale, a review of their development entitlements,
contirmation of terms of sale, and interviews with appropri-
ate investing institutions to determine the discount rate
they would have employed at the relevant valuation date of
January 11, 1978 1t they were to purchase those notes at
that date.

This reportL was prepared by Stephen 5. Watts, Director of
Real Estate for the Harrison Price Company. Appendix A
contains a resume relative to Mr. Watts and a qualitication
statement relative to the Harrison Price Company.

VALUATION CONCLUSION

The subsequent report demonstrates that the Lewton/Brown
sale was the most relevant sale. The ftair market value of
that sale net ot improvements and atter adjusting for below
market interest rates was $2,113 per acre.




The Lewton/Brown sale closed in January 1978, so no adjust-
ment for time need be made.

However, two factors suggest a lower land wvalue would be

appropriate for the Oliver properties:

j B The Lewton/Brown sale was contingent on Lewton securing

development rights prior to closing; had he been unsuc-
cessful, he would not have closed the sale.

2. The Lewton/Brown tract is 648 acres, whereas the Oliver

properties are 1,678 acres: land value per acre almost

always decreases as parcel size increases.

In light of these considerations, it is our opinion that the
Oliver oproperties had a land value of $2,000 per acre in
January, 1978. Therefore, our estimate of the property's
full market wvalue as of January 11, 1978 is described as
tollows:

Full Market Value,

Component Januarvy 11, 1978
Un roved Land (1,688 acres
a 52,000f/acre) 53,376,000
Improvements 240,000 1/
53,616,000
BACEGROUND

The Poodle Ranch and Four Lazy F Ranch properties are locat-
ed about a mile and a half southwest ot downtown Jackson.
The two ranches combined contain a total of 1,688 acres and
certain improvements.

1/ An estimate in the Englehorn/Kemp appraisal, endorsed
in the IRS appraisal.




The Englehorn/Kemp appraisal wvaluation date is July 11,
1977, the date of Mr. Oliver's death. However, the IRS
appraisal date is as of January 11, 1978--the alternative
valuation date chosen by the estate executor. According to
the IRS appraisal, Englehorn/Kemp updated their tindings to
January 11, 1978.

The tollowing text table summarizes wvaluation conclusions by

these two appraisals: .
) Market Value As Of January 11, 1978
Englehorn/Kemp 1/ IRS
Land Value/Acre (§5) $ 2,095 S 2,850
Total Value ($000)
Land $ 3,536 $ 4,782
Improvements 239 250
Total 8 3.773 $ 5,022

Since both appraisals reach a similar valuation conclusion
relative to improvements and those improvements represent a
small share ot total value, we do not further consider those
improvements in our analysis.

PERCEIVED RELEVANCE OF COMPARABLE SALES

To establish an opinion as to the relevance of the compar-
able sales sited in the Englehorn/Kemp appraisal and relied
on by the IRS appraisal, we physically inspected each of
those properties, detined their respective development
entitlements, and derived a "torced ranking" of the six
comparables relative to a number of relevant parameters.
Figure 1 illustrates the location of the subject properties
and the defined comparable sales. Table 1 summarizes find-
ings of our analysis as to "perceived comparabilicy.”

1/ Interpolated from July 11, 1977 valuation by component
to total value quoted in IRS appraisal.




Tabile 1
PERTEIVIED RELEVANCE OF
COMFABABLE BALES
= Perceived Comparability by Subject’
Dve Seat Aversgs Lot flse Toral
Frobabils —_—
i AT g Lot  Aetual Date Tobal Lot Topo- Fromimivy Consesss As Percent of

Frogen iy Gross Actesge Status Mapped  Yield Lot Approved  Acreage Tield graphy to Jacksos Proflls Val Besi Total
fubjewt Properiy

Fas=1078 1,678 Panding 1.,678F 1,802F 1.0 [T

1978 On 1,678 Fandlng 1.678F 1,680F 1.0 LY
Esmp/Eng lehorn Comparable SBales (Muyer/Seller)

Lara Lo/ ot fidi Hagrpad LLbTY L {E N | =70 i A [ i [ i I

Lawton/Chi lds 127 Happed 127k 13 0.6 13777 F | 1 5 5 4 17 57

i haomr ol by S sk e 175 Fappeed HlA A 6.3 L T k) 3 3 4 2 F] i a7

Farnm,/ T omen Toa LETE 104 A 3.7 loyTe | 5 2 41 3 17 57

Shaanog A pwer oy LT L] Mapyd L 8L 8.0 L% ] L] F | i i | 1 14 4T

Al wohil Feun 55 rend ing e or 1.9 1Y [ & 3 1 i 11 41

BA mrans md syl icable

] Bam Coniles, Flaileg Director, Teton Comnty (P seans potestisl, A seans sctsall.

3 Forcel rasbing, with & “most cosparsble®, 1| * lasst comparall]s™

Buomircws  Nars el Peles Comgeiy




~
- ."I- = e l_t'-- | _'_‘-'\L-:é':f--
SR e
L %
— !
A
— ; ok
) f s
v — -

1 ‘E :"- F .a—";
BRIDGER -  TETON **

i

4
& » L ¥/) X

'r” #‘.' ,:rhll ."'
g Sessain " |

4 NATIONAL T F

N 7 mf;; g
-\-‘1an'§: & ;II .

.-.-"-. “ ! ":x
e b Jesisds Aead -
TN T -
ﬁ'-\.h .-_.-"" I\l\ |_:,.i* _,_ul'l-
TUBQUCEIR LAKE adnid g
I"\,h_ - nq .:#.D'I"_'_.ﬁ-\l-l K ‘F’
7 gy, 2N FOREST out.

e |

..-fd'lv._-%_ m_.-"_ﬁ:: h_ mn—;:ul. '"E

Oliver Properties
Lewton/Brown (Rafter J)

Lewton/Childs Figure 1
Buckenroth/Swabaker

Karns/Brown AREA LOCATIONAL MAP,
Shanor /Church OLIVER PROPERTIES AND
Albrecht/Fauz COMPARABLE SALES

Source; Harrison Price Company




A major limiting condition on the relevance of all the

comparables is that they are far smaller than the Oliver
Ranches. Due to increased holding costs, purchase price,
and down payment requirements, larger sized parcels almost

always decline in price per acre relative to directly com-
parable smaller parcels.

Quite properly, both reports place considerable emphasis on
comparing the development entitlements of the subject prop-
erty with those of the comparable sales. Based on a meeting
with Dan Cowlee, Planning Administrater for Teteon County, we
have quantified this comparison.

While a mnew general plan for Teton County came into effect
on January 1, 1978, the development potential tor the sub-
ject properties was not materially changed. The significant
increase 1in density on the 160-acre section of the subject
property in the so called "urban expansion area" was effec-
tively otfset by a reduction in development entitlements on
the balance of the property (in most areas, from one unit
per acre, to one unit per three acres).

Which ever plan was in effect, our analysis indicates that
the subject properties could have been developed to a den-

gsity of roughly one unit per gross acre, consistent with the
density achieved at Rafter J {(the Brown/Lewton transaction).
None of the other comparables achieved a density resulting
in anything approaching this kind of yield.

As an additional means to compare the six comparable sales,
we developed a "forced ranking" of those sales relative to
the Oliver property in terms of a number of pertinent cri-
teria. That analysis, also shown in Table 1, clearly con-
tirms that the Lewton/Brown tract is the most comparable of
the six comparable properties.




CASH EQUIVALENCY VALUE OF COMPARABLE SALES

Review of the terms of sales associated with the comparable
sales indicates the interest rates in the amortization
schedules were below then prevailing market interest rates.
In fact, in summarizing Sale #1 (Lewton/Brown), the IRS
appraisal notes that "beneficial financing may have influ-
enced value,” and with respect to Sale #2 (Lewton/Childs),
"as in the case of Sale #1, beneticial tinancing may have
played a part in the ultimate selling price."

While the IRS appraisal ignores the implications of this
beneticial financing, we teel it is eritical. This view is
contirmed by an article in the January 1979 issue of The
Appraisal Journal entitled _Cash Equivalent Analysis, in
which the authors stated:

"Below market interest rate tinancing is the most prevelant
"nonrealty consideration” in land markets. It always must
be realized that in such a transaction the total purchase
price 1is not only for the land but also for the favorable
financing terms. To £ind out what the land is worth by
itself it is necessary to subtract from the total price paid
the value of the ftinancing terms."

Based on interviews with Mr. Banka, the Trust Ofticer with
the Jackson State Bank, we were able to directly confirm
actual sales terms for the tirst three comparable sales, as
he acted as trustee in those sales. Mr. Gene Hotffman, the
only MAI 4in Jackson, provided us with sales terms on the
other comparable sales. Those terms are described in detail
in Table 2 and wvary somewhat from the data in the Engle-
horn/Kemp appraisal.

To determine the cash equivalency value of a note bearing a
below market interest rate, the associated income stream (or
amortization schedule) must be discounted at the then pre-
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vailing interest rate for such notes. The sum of those
values represents the cash equivalent value of the note, or

actual fair market wvalue.

To determine the appropriate discount rate to employ in
evaluating the actual fair market value (or cash equivalent
value) of the comparable sales, we interviewed a number of
mortgage bankers and primary lenders. Most sources indi-
cated they were not active in the business of buying mort-
gages on raw land and indicated that no organized market for
these notes exists. However, four interviewees indicated it
was likely their company would have bought the notes as ot
January 1978 at a cash wvalue based on a discount of the
amortization schedule at a rate of 10 to 12 percent. Spe-
clfically:

Quoted Discount Rate Source

10% Dean Bank, Trust Officer, Jackson
State Bank, Jackson, Wyoming

10% Paul Miller, AVP, Utah Mortgage
Loan Company, Ogden, Utah

12% Mark Winnert, Real Estate Loans,
GE Credit, Denver, Colorado

12% Een Cavenaugh, Business Receivables,

Westinghouse Credit, Denver, CO

Based on these findings, we conclude the notes associated
with the various comparable sales could have been sold sub-
ject to an 11 percent discount rate. By using this rate and
the amortization terms described in Table 2, the cash wvalue
per acre of the five bonafide comparable sales is derived in
Table 3; speclifically:
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Value/Acre 1/

Face
Comparable Sale Value
Lewton/Brown $2,646
Lewton/Childs 3.183
Buchenroth/Swabaker 2,561
Shanor/Church 2,004
Albrecht/Feuz 2,787

1/ Net of improvements value

=11=

Cash
Value
$2.113
2,115
2,359
1,818
1,647

Cash Value As
Percent Face
Value

8O
85%
92%
9%
59%




Appendix A

Harrison Price Company Qualiftications
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HARRISON PRICE COMPANY

Harrison Price Company was founded in 1978 to provide senior level
research and consulting services to public and private sector clients
requiring innovative, well-advised solutions to complex land use eco-
namic questions., The firm's founder, Mr. Harrison A. Price, has 29
years experience in economic consulting, and is the founder and former
President of Economics Research Assoclates. Mr. Price has directed more
than 2,000 studies in the field of real estate and land use economics
for several hundred clients throughout the world.

In the private sector, Mr. Price's clients have included Walt Disney
Productions; MCA, Great Lakes Properties; His Highness the Aga Khan;
Anheuser-Busch, Inc.; AMFAC Properties, Inc.; Kaiser Aluminum & Chemical
Corporation; Boise Cascade Corporation; Fibreboard Corporation; RCA,
Inc.; Cabot, Cabot & Forbes; ITT Corporation; Ford Motor Company; Wes-
tern Internmational Hotels, Inc.; Weyerhaeuser Company; GAC Properties,
Inc.; Oceanic Properties, Inc.; Northrop Corporation; Chrysler Realty
Corporation; Lear/Siegler Trousdale; The Irvine Company; AVCO Community
Developers, Inc.; Lockheed Aircraft Corporation, and North American
Rockwell Corporation.

Research services performed may be grouped into the following general
categories:

- Economic planning for large land holdings.

® Development planning for a complex of land uses.
. Highest and best land use determinations.

. Office building analyses.

. Hotel /motel studies.

- Retail facilities evaluations.

. Residential marketability studies.

L Recreational land development analyses.

- Industrial land use evaluations.

. New town studies.

] Property appraisals.

one of the major areas of expertise developed by Mr. Price and his staff
is urban land economics, including numerous studies for public agencies
on the local, state, and federal levels. These studies include regional
and community economic base analyses; marketability, land utilization,
and reuse appraisals for urban renewal projects; economic inputs to
general plan programs; public facilities development studies; and other
similar assigmments.
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