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Values!
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Attributes and Importance of Land

Tenure
(Lawyers)

Value
(Assessors)

Use
(Planners)

• Physical
• Legal
• Cultural
• Economic



• Who owns it?
• Who can dispose of it?
• Who can acquire it?
• Who can use it?
• Who can change it?
• Who can stop it being changed?
• Who can profit from it?
• Who have third party interests?

Property Ownership, Land and Property Values, Land Use

• Market (sales) values
• Rental values
• Construction costs
• Site potential values
• Taxable values

Land Use
Land Use is the interaction between land rights and land management. It 
includes the activities that human beings undertake upon the land and the rights 
that are associated with the land. It also includes what is physically on the land.



Land Tenure Information

What
Rights?

Who Has
Rights?

Where? What
Boundaries?

What 
Restrictions?

What
Jurisdiction?

Which
Value?

Which
Neighbours?

There is need to determine:

PRIVATE USE
Investment
Conveyancing
Planning
Development

PUBLIC USE
Land Allocation
Assessment
Planning
Management

In order to support:
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Introduction

 Market Value: is the most probable selling 
price, as of a specific date, in cash, or in 
terms equivalent to cash, or in other precisely 
revealed terms, for which the specified 
property rights should sell after reasonable 
exposure in a competitive market under all 
conditions requisite to a fair sale, with the 
buyer and seller each acting prudently, 
knowledgeable, and for self-interest, and 
assuming that neither is under undue duress. 
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Assessment

 Assessment: The act of doing mass 
appraisal for systematic valuation of the 
totality of the immovable properties of an 
entire territory at a given date utilizing 
standardized procedures and statistical 
testing. Assessment is generally applied for ad 
valorem property taxation. Mass appraisal is 
using the same approaches or methods than 
for appraising but through coded, 
systematized and simplified processes. 
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Appraisal

 Single Property Appraisal: is a formal 
opinion of value of a property intended for 
reliance by identified parties, and for which 
the appraiser assumes responsibility. The 
result is a specific valuation for a specific 
private purpose and used by the client.



22

Market Analysis

 Define the market area
 Inspect and describe the site and building
 Collect property data (sales, listings, offers, 

construction costs and depreciation data)
 Analyze the market
 Estimate the highest and best use
 Estimate the market value of the site
 Estimate the depreciated cost of the building
 Estimate the market value
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Valuation 
Standards of the  
IVSC –
„White Book“
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Market Value is the estimated amount for which an 
asset should exchange on the date of valuation 
between a willing buyer and a willing seller in an 
arm‘s-length transaction after proper marketing 
wherein the parties had each acted knowledgeably, 
prudently and without compulsion.

(Standard I, Paragraph 3.1)
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Section 194 Building Code: Standardised Market Values

The standardised market value is defined as the price 
which would be achieved in an ordinary transaction at 
the time when the assessment is made, taking into 
account the existing legal circumstances and the actual 
characteristics, general condition and location of the 
property or other object of assessment, without 
consideration being given to any extraordinary or 
personal circumstances.
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Section 195 Building Code: Purchasing Price Data

 In order to enable the compilation of purchasing price data, a copy of 
every contract by means of which a person enters into an obligation to 
convey property for payment or in exchange, or to establish a lease, shall 
be sent by the office where this is recorded to the committee of experts. 
This also applies to the offer and acceptance of a contract, where this 
has been recorded separately, and to agreements before an 
expropriation authority, resolutions on expropriation, resolutions on the 
anticipation of a decision within proceedings on land reallocation, 
resolutions on the preparation of reallocation plans, resolutions on 
boundaries, and to the surcharge in the case of compulsory auction 
proceedings in respect of immovable property.
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Section 196 Building Code: Land Values 

 An assessment shall be made on the basis of the purchasing price data of 
average local ground values for each section of the municipal territory, 
taking due account of varying degrees of development; as a minimum 
requirement such assessment shall be made in respect of building land 
which has either been exempted from recoupment charges for public 
infrastructure or in respect of which such charges are due (standard 
ground values). In areas where building has taken place, standard 
ground values are to be assessed as if the ground had not been built on.

 = “as though vacant…”



 Institutional level – cooperation through integration of function

Property Rights

LAND REGISTRY

Value
TAX

Property Units

CADASTRE

Land Use
AGRO/FOREST/WATER/ 

ENVIRONMENT … 

Land use planning and 
development 

PHYSICAL PLANNING/
CONSTRUCTION

Property development

Land Administration System (1)                     

International Property Valuation 11 - Thiel



Land Administration System (2) 

Land Tenure: the allocation and security of rights in lands; the legal surveys of boundaries; the transfer of 
property through sale or lease; and the management; adjudication of disputes regarding rights and boundaries.
Land Value: the assessment of the value of land and properties; the gathering of revenues through taxation;
and the management and adjudication of land valuation and taxation disputes.
Land-Use: the control of land-use through adoption of planning policies and land-use regulations at various 
levels; the enforcement of land-use regulations; and the management and adjudication of land-use conflicts.
Land Development: the building of new infrastructure; the implementation of construction planning; 
and the change of land-use through planning permission and granting of permits; public and private (land...) law.
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Valuation Guidelines (1)

 Independence: It must be ensured  to be 
independence between valuation function and 
taxation function

 Uniformity: The land valuation practices must follow 
a unified standard from one area to another 

 Fairness and Equity: The land valuation practices 
must follow the defined principles and procedure 
without discriminations 
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Valuation Guidelines (2)

 Professional competency must be consisted

 Accuracy and reliability of valuation is provided 
and valuation updating must be defined

 Transparency in valuation process must be provided 
through participations and disseminations to all 
stakeholders and ability to appeal valuation on 
disagreement with valuation results is provided as 
well, in accordance with defined legal bases and 
procedure. 
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Valuation Guidelines (3)

 Affordability of LV system and service

 Predictability (no surprises) of immovable property 
value (e.g., investors)

 Accessibility to supportive information, to self-prove 
accuracy and fairness

 Income or benefits received from valuation must 
expense or allocate to local for community 
development.
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„Land“: Components
 Comparable, standard ground value
 Circumstances that affect value
 Rights and obligations of properties
 Consideration of the local public market
 Land value, size, consideration of costs 

for public utilities
 Land value and local infrastructure



34

The Methods

 Cost Method: the value is estimated as the current cost of 
reproducing or replacing the improvements (including an 
appropriate entrepreneurial incentive or profit) minus the loss in 
value from depreciation plus the land value. 

 Direct Comparison Method: the value is indicated by recent 
sales of comparable properties in the market. 

 Income Method: the value is indicated by a property's earning 
power (cash flow), based on the capitalization of income.

 Development Method (Residual Method): the value is 
calculated as the site value (lat. residuum) minus redevelopment 
costs and the developer´s profit



Images: Sandra Lohr
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Cost Method
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Cost Method
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Cost Method
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Cost Method: Soaked bay window and exterior wall    
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Cost Method: Soaked bay window and exterior wall    
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Cost Method: Moisture stains on the ceiling in the attic
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Cost Method: Moisture stains
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Cost Method: Water in the basement
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Cost Method: Water in the basement
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Cost Method: Mold
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Cost Method: Mold
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Cost Method: Mold

We do not need more detailed theoretical 
calculation methods

We need to study the market!

There is a need for research here!



Valuation 3: Replacement Cost Approach

Information you need:

 Site (land and cost of access and infrastructure)
 Preparatory work (demolition, ground stabilization)
 Building (excavation, building shell, installations)
 Equipment and services
 External works (road, green areas, squares)
 Incidental costs
 Furnishings
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Cost Method (1)
 Site (land and cost of access and infrastructure)

 Preparatory work (demolition, ground stabilization)

 Building (excavation, building shell, installations)

 External works (road, green areas, squares)

 Furnishings
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Cost Method (2)
Total area in local size units 1,500 m²

Average cost per local size unit 1,750 €/m² 

Replacement cost of building 2,625,000 € 

Adjustment (e.g., lift) 0 €

Depreciation (linear, 20 of 100 years)=
20 % x 2,625,000 € = 525,000 €
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Cost Method (3)
Value of the building 2,100,000 €

Value of the land 500,000 €

= Value of the property 2,600,000 €

Adjustment based on market evidence
(properties are sold for 83 % of market value)           0,83

Market value based on cost 2,160,000 €



Valuation 4: Replacement Cost Approach

Total area in local size units 1,500 m²
Average cost per local size unit 1,750 €/m² 
Replacement cost of building 2,625,000 € 
Adjustment (e.g., lift) 0 €
Depreciation (linear, 20 of 100 years)=
20 % x 2,625,000 € = 525,000 €
Value of the building 2,100,000 €
Value of the land 500,000 €
= Value of the property 2,600,000 €
Adjustment based on market evidence
(properties are sold for 83 % of market value)    0,83

Market value based on cost 2,160,000 €
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Income Method



Images: Gregor Hiebert
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Income Method
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Income Method
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Income Method (1)
 Annual potential gross income 150,000 €

Annual operating expenses 30,000 €

Annual potential net operating income 120,000 €

Annual return of land value 27,500 €

Net operating income 92,500 €
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Income Method (2)
Capitalization rate (multiplier) 17,93
(years of payment and interest rate)

Income factor 1,658,525 €

+ Value of land 500,000 €

Income value 2,158,525 €

Adjustment 0

Market value on income 2,160,000 €
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Income Method (2)



Valuation 2: Income Approach
Annual potential gross income 150,000 €
Annual operating expenses 30,000 €
Annual potential net operating income 120,000 €
Annual return of land value 27,500 €
Net operating income 92,500 €
Remaining economic lifetime of bld 17,93
Income factor 1,658,613 €
+ Value of land 500,000 €
Income value 2,158,613 €
Adjustment 0

= Market value on income
2,160,000 €
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„Multiplier“ to capitalize

1 0,99 0,99 0,98 0,98 0,97 0,97 0,96 0,96 0,95
2 1,97 1,96 1,94 1,93 1,91 1,90 1,89 1,87 1,86
3 2,94 2,91 2,88 2,86 2,83 2,80 2,78 2,75 2,72
4 3,90 3,85 3,81 3,76 3,72 3,67 3,63 3,59 3,55
5 4,85 4,78 4,71 4,65 4,58 4,52 4,45 4,39 4,33
6 5,80 5,70 5,60 5,51 5,42 5,33 5,24 5,16 5,08
7 6,73 6,60 6,47 6,35 6,23 6,11 6,00 5,89 5,79
8 7,65 7,49 7,33 7,17 7,02 6,87 6,73 6,60 6,46

9 8,57 8,36 8,16 7,97 7,79 7,61 7,44 7,27 7,11
(…)
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Investment method (example)
1. determine annual gross income 28,473 €

2. minus expenses - 4,057 €

3. annual net income 24,416 €

4. minus income of land (here: 5.5% of 217,500 €)  - 11,962 €

5. Results in income share of buildings 12,454 €

6. capitalized (remaining life 57 y. / 5.5% yield) x 17.32

7. Income value of buildings 215,703 €

8. + Land value 217,500 €

9. capitalized earnings value (provisional, if applicable) 433,203 €
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Investment method (example)

For the capitalized earnings value method, the respective 
"multiplier/yield" must be determined. 

How does the market value change depending on the property interest 
rate (yield) and the remaining lifetime of the building (RL) if the net 
income remains constant?

Show this with a calculation example for a net income of € 100,000 
in each case. 

Fill in the table and comment the result with the essential basic 
statements. 
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Investment method (example)

1,0 % 1,5 % 2,0 % 2,5 % 3,0 % 3,5 % 4,0 % 4,5 % 5,0 %

3 2,94 2,91 2,88 2,86 2,83 2,80 2,78 2,75 2,72

4 3,90 3,85 3,81 3,76 3,72 3,67 3,63 3,59 3,55

5 4,85 4,78 4,71 4,65 4,58 4,52 4,45 4,39 4,33

6 5,80 5,70 5,60 5,51 5,42 5,33 5,24 5,16 5,08

7 6,73 6,60 6,47 6,35 6,23 6,11 6,00 5,89 5,79

8 7,65 7,49 7,33 7,17 7,02 6,87 6,73 6,60 6,46

9 8,57 8,36 8,16 7,97 7,79 7,61 7,44 7,27 7,11
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Investment method (example)

4 3,51 3,47 3,43 3,39 3,35 3,31 3,28 3,24 3,20 3,17

5 4,27 4,21 4,16 4,10 4,05 3,99 3,94 3,89 3,84 3,79

6 5,00 4,92 4,84 4,77 4,69 4,62 4,55 4,49 4,42 4,36

7 5,68 5,58 5,48 5,39 5,30 5,21 5,12 5,03 4,95 4,87

8 6,33 6,21 6,09 5,97 5,86 5,75 5,64 5,53 5,43 5,33

9 6,95 6,80 6,66 6,52 6,38 6,25 6,12 6,00 5,88 5,76

5,5 
% 

6,0 
% 

6,5 
% 

7,0 
% 

7,5 
% 

8,0 
% 

8,5 
% 

9,0 
% 

9,5 
% 

10,0 
%



64

Investment method (example)

1,0 % 1,5 % 2,0 % 2,5 % 3,0 % 3,5 % 4,0 % 4,5 % 5,0 %

20 18,05 17,17 16,35 15,59 14,88 14,21 13,59 13,01 12,46
21 18,86 17,90 17,01 16,18 15,42 14,70 14,03 13,40 12,82
22 19,66 18,62 17,66 16,77 15,94 15,17 14,45 13,78 13,16
23 20,46 19,33 18,29 17,33 16,44 15,62 14,86 14,15 13,49
24 21,24 20,03 18,91 17,88 16,94 16,06 15,25 14,50 13,80
25 22,02 20,72 19,52 18,42 17,41 16,48 15,62 14,83 14,09
26 22,80 21,40 20,12 18,95 17,88 16,89 15,98 15,15 14,38
27 23,56 22,07 20,71 19,46 18,33 17,29 16,33 15,45 14,64
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Investment method (example)

5,5% 6,0 % 6,5 % 7,0 % 7,5 % 8,0 % 8,5 % 9,0 % 9,5 % 10,0 
%

20 11,95 11,47 11,02 10,59 10,19 9,82 9,46 9,13 8,81 8,51
21 12,28 11,76 11,28 10,84 10,41 10,02 9,64 9,29 8,96 8,65
22 12,58 12,04 11,54 11,06 10,62 10,20 9,81 9,44 9,10 8,77
23 12,88 12,30 11,77 11,27 10,81 10,37 9,96 9,58 9,22 8,88
24 13,15 12,55 11,99 11,47 10,98 10,53 10,10 9,71 9,33 8,98
25 13,41 12,78 12,20 11,65 11,15 10,67 10,23 9,82 9,44 9,08
26 13,66 13,00 12,39 11,83 11,30 10,81 10,35 9,93 9,53 9,16
27 13,90 13,21 12,57 11,99 11,44 10,94 10,46 10,03 9,62 9,24
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Investment method (example)

1,0 % 1,5 % 2,0 % 2,5 % 3,0 % 3,5 % 4,0 % 4,5 % 5,0 % 

20 18,05 17,17 16,35 15,59 14,88 14,21 13,59 13,01 12,46
21 18,86 17,90 17,01 16,18 15,42 14,70 14,03 13,40 12,82
22 19,66 18,62 17,66 16,77 15,94 15,17 14,45 13,78 13,16
23 20,46 19,33 18,29 17,33 16,44 15,62 14,86 14,15 13,49
24 21,24 20,03 18,91 17,88 16,94 16,06 15,25 14,50 13,80
25 22,02 20,72 19,52 18,42 17,41 16,48 15,62 14,83 14,09
26 22,80 21,40 20,12 18,95 17,88 16,89 15,98 15,15 14,38
27 23,56 22,07 20,71 19,46 18,33 17,29 16,33 15,45 14,64
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Investment method (example)

1,0 % 1,5 % 2,0 % 2,5 % 3,0 % 3,5 % 4,0 % 4,5 % 5,0 % 

47 37,35 33,55 30,29 27,47 25,02 22,90 21,04 19,41 17,98

48 37,97 34,04 30,67 27,77 25,27 23,09 21,20 19,54 18,08

49 38,59 34,52 31,05 28,07 25,50 23,28 21,34 19,65 18,17

50 39,20 35,00 31,42 28,36 25,73 23,46 21,48 19,76 18,26

51 39,80 35,47 31,79 28,65 25,95 23,63 21,62 19,87 18,34

52 40,39 35,93 32,14 28,92 26,17 23,80 21,75 19,97 18,42

53 40,98 36,38 32,50 29,19 26,37 23,96 21,87 20,07 18,49

54 41,57 36,83 32,84 29,46 26,58 24,11 21,99 20,16 18,57
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Investment method (example)

5,5 % 6,0 % 6,5 % 7,0 % 7,5 % 8,0 % 8,5 % 9,0 % 9,5 % 10,0 
% 

47 16,71 15,59 14,59 13,69 12,89 12,16 11,51 10,92 10,38 9,89

48 16,79 15,65 14,64 13,73 12,92 12,19 11,53 10,93 10,39 9,90

49 16,86 15,71 14,68 13,77 12,95 12,21 11,55 10,95 10,40 9,91

50 16,93 15,76 14,72 13,80 12,97 12,23 11,57 10,96 10,41 9,91

51 17,00 15,81 14,76 13,83 13,00 12,25 11,58 10,97 10,42 9,92

52 17,06 15,86 14,80 13,86 13,02 12,27 11,60 10,99 10,43 9,93

53 17,12 15,91 14,84 13,89 13,04 12,29 11,61 11,00 10,44 9,94
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Land Development Method 
(Residual)





“Potential value”?
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Land Development Method
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Land Development Method
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Land Development Method
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Land Development Method
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Land Development Method
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Land Development Method (1)

 Gross development value

Net lettable area m² (80% of 10,000 m² gross) 8,000 m²

Rental value € per m² 380 €

Annual rental income 3,040,000 €

Yield (8% per year = Year´s purchase)
(1/0,08=) 12,5

Gross development value: 38,000,000 €
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Land Development Method (2)
 Development costs

Building costs: 10,000 m² x 1,400 €/m² 14,000,000 €

Ancillary cost (5 % of building cost): 700,000 €

Contingencies (5 % of building a. ancillary costs)   735,000 €

Professional fees (13 % of building costs) 1,820,000 €

Total development costs 18,290,300 €
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Land Development Method (3)
 Total development costs 18,290,300 €

Profit (20 % of development costs) 3,658,060 €

Total costs plus profit 21,948,360 € 

Residual amount for the land 16,051,640 €
(percentage: 3,658,060 €/18.290,300 € 
+ 16,051,640 € 

(= 10,65 %)



Valuation 6: Residual Approach
Development costs

Building costs: 10,000 m² x 1,400 €/m² 14,000,000 €
Ancillary cost (5 % of building cost): 700,000 €
Contingencies (5 % of building a. ancillary costs)   735,000 €
Professional fees (13 % of building costs) 1,820,000 €
Total development costs 18,290,300 €
Profit (20 % of development costs) 3,658,060 €
Total costs plus profit 21,948,360 € 

Residual amount for the land 16,051,640 
€

(percentage: 3,658,060 €/18.290,300 € + 16,051,640 € 
= 10,65 %



Valuation: Questions

1. Summarize the purpose and context in which the
residual valuation method might be used.

2. Explain some of the limitations (and risks) associated with
the residual method. Is this approach widely used and
accepted in your country, and is it comparable with
similar methods? 



Valuation: Questions

3. A 1 hectare site with planning consent for 15 bedroom
houses, 20 three bedroom houses and 10 four bedroom
houses is for sale at a fixed price of 2,2 million €. A 
developer will purchase the site if a profit margin
equivalent to 15 percent of the gross development value
(GDV) can be realized. New two bedroom houses will sell
for 180,000 € in this location, three bedroom will sell for
250,000 € and four bedroom houses for 320,000 €. The 
total costs to complete the project including construction
costs, fees and financing (excluding profit) will be at 
7,500,000 €. 
Calculate whether such a project would meet the
developer´s profit expectations.
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Land Valuation Mapping

 Valuation Mapping: Valuation mapping is one of 
the necessary steps to realize valuation of immovable 
properties. This step consists of building a sub-layer 
of the cadastral system integrating: units of 
neighborhood, agriculture valuation, natural 
resources, infrastructures etc. Then this valuation 
mapping is serving as an integrating data and analysis 
conclusions. This type of mapping is a sub-layer of 
the cadastral system and part of a territorial 
information system (Geomatics). 
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Valuation Guidelines (3)

 Affordability of LV system and service

 Predictability (no surprises) of immovable property 
value (e.g., investors)

 Accessibility to supportive information, to self-prove 
accuracy and fairness

 Income or benefits received from valuation must 
expense or allocate to local for community 
development.
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Einführung
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Einführung
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Einführung


