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Litigation Appraisals are Special
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COMMON PITFALL NO 1:
UNCOMPARABLE SALES




What is Allowed?

Evidence Code, section 816

* Properties that can “shed light” on the property being
valued, which can include:

» Geographic location

 Date of sale

* Type of property (character, size, situation, usability, etc.)
* Use



What iIs NOT Allowed?

 Properties acquired for public use

* Involuntary sales, e.qg., bankruptcy, REO

* Evidence of an offer to purchase or option to purchase

* Assessor’s value

 Value of property or interest other than the one being valued
* Influence of noncompensable items of value, damage, injury
« Capitalized value of iIncome from another property

See Evidence Code, section 822



City of Corona v. Liston Brick Company
(2012) 208 Cal.App.4th 536

Background:
 City of Corona was acquiring easements.
« A separate government agency was interested in acquiring the
remainder of the property. As a result:
« An Appraisal of the entire property (in fee) was conducted

« A PSA was entered into with this agency to acquire the rest of the property.

* PSA included an option to purchase the easements currently under eminent
domain if that acquisition fell through; set the purchase option price at $21 per
sguare foot.

Trial Court excluded the full appraisal and the PSA, with the option
price, as inadmissible under Evidence Code section 822, subds.

(@)(1), (8)(2), and (a)(4).



Holding: On appeal, the court concluded that all three pieces of
evidence were inadmissible, and deemed the entire valuation
excluded

* The appraisal - valued a different interest than the

acquisition (entire property vs. easements) (Evid. Code, § 822, subd.
(2)(4).)

* Purchase Agreement - an acquisition by a public agency &vid.
Code, § 822, subd. (a)(1).)

* Option Price - based on an option (evid. Code, § 822, subd. (a)(2).)

Be careful that the underlying evidence is admissible, or the
entire valuation opinion may be deemed inadmissible!



COMMON PITFALL NO 2:
VALUING THE COMPARABLE SALES
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County of Glenn v. Foley (2012) 212
Cal.App.4th 393

Background:
« County was acquiring land associated with a landfill

« The owner’s appraiser determined the highest and best use was to
develop as olive orchards

* The appraiser located comparables that were orchards and made
adjustments for quantitative and qualitative variations

« County argued that assigning values in making adjustments violated the
rule against valuing the comparables.
Trial Court determined that the properties used under the sales
approach were not comparable, excluded them, and ultimately
excluded the entire valuation of the property owner.
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Holding:
* The opinion should not be excluded because adjustments to
comparables is a necessary component of the sales approach,

so long as an appraiser is not imposing his own opinion of value
onto the property.

» His adjustments for improvements came from university cost
studies and were not just his best guess on value.

This case demonstrates that there is a fine line between
explaining adjustments to comparable sales versus
appraising them.
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COMMON PITFALL NO 3:
BEING TOO CREATIVE




Speculative Valuations

* Developer's Approach

 See Contra Costa
Water Dist. v. Bar-C
Properties (1992) 5
Cal.App.4th 652.

* Severance Damages
* Future Damages
 Temporary Impacts




Solano Transportation Authority v. Anderson,
2021 Cal.App.Unpub. Lexis 2129

Background:

« A narrow strip of land was being acquired for a water conveyance
system.

* Property owner claimed there were plans to develop the property at
ISSue as a mitigation bank for the sale of environmental credits.

* The appraiser determined the number of credits available and worked
backwards to subtract the costs necessary to develop the property and
reach that number of credits.
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Holding: Valuation method was too speculative and therefore
Inadmissible because this was an unapproved development
project.

* The Issue arises with the speculative nature of the estimated
expenses for various aspects of development.

* Also, there Is always the guestion of whether or not the
development will actually come to fruition.

* The property owner was very early in the development process and had
received no permits or approvals.
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Valuing Income from Other Properties

* |n valuing an income producing property, in addition to the
sales comparison approach, an appraiser may utilize the
Income approach
« Appraisers utilize capitalization rates from comparable

properties

 Where do you get into trouble?

* Opinions based on the capitalized value of the income for
another property

* Anticipated rental income from yet-to-be-built improvements
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County Sanitation District No. 8 of Los Angeles
County v. Watson Land Company (1993) 17
Cal.App.4th 1268

Background:

* District was acquiring easements.

« The appraiser for the property owner attempted to introduce the income
value of six license agreements as part of the valuation of the easement
acquisition.

Holding: This valuation opinion was inadmissible because:

* [t was an improper way to value an easement. In simple terms,
easements are valued by taking the land value of the whole then
calculating the value of the part taken.

* The appraiser attempted to use the income from the licenses to
extrapolate the value of the easement.
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Other Pitfalls?

 Reliance on opinions of others
* Hearsay

 Definition of Fair Market Value
* Highest and Best Use




CONSEQUENCES




YOU RE OUT!




QUESTIONS?
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