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INTRODUCTION

1.1.

1.2.

1.3.

1‘4.

Instructions

Acting wunder instructions from the South Australian Highways
Department, I, John Maxwel)l Cooper, Licensed Valuer of 7 Ashmore Road,
Bellevue Heights, South Australia, do hereby certify that I have
personally inspected lands acquired and to be resumed for new highway
construction as described herein in-order to assess fair compensation
payable in respect of euch acquisition, and my report in respect of

this matter is set out herveunder.

Purpose of Valuation

The purpose of this valuation is to determine the compensation arising
from the acquisition of freehold and leasehold lands at Merriton. The
acquisition has been effected under the provisions of the South
Australian Land Acquisition Aci, 1969-1972, in respect of the property

of Mr. N. Wi¥sen, farmer, of Merriton:

Date of Inspection
The affecteéd -property, was- inspected  in.detail_on 6th November 1987,

and has been viewed casually on a number of occasions since that date.

Dateé) of Valuation

In accordance with the provisions of the Land Acquisition Act, the
date of valuation is the date of notice of acquisition or resumption.
In this case a Notice of Acquisition was gazetted in respect of the

freehold land on 8th October 1987. As of ‘the date of this report
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resumption action in respect of the leasehold land has not been
completed. For the purpose of the report the compensation will be

assessed on the assumption that all the required land was acquired on

8th October 1987.
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2. DESCRIPTIONS

2.1. Legal Description

Wilson. One of thesa sections‘is Reld as freehold title, while the

remaining sectiong are held under three leases from the Crown.

2.1.1, Freehcld Land
The freehold ‘land dcquired comprises about 1.285 hectares
from a goral of 121.585 hectares of land being section 98
and “part of  section 99 of the Hundred of Crystal Brook
comprised within Certificate of Title Volume 4013 Folio
722. The registerad proprietor ig Neville Ken Wilson and the
land is subject to a mortgage to ANZ Pensions Pty. Ltd.

2.1.2, Leasehold Land
The léasehold land acquired comprises a total of about 3.33
hectatres from sections 863, 862 and 339 of the Hundred of
Crystal Brook, cowprised in Crown Leases Volume 401 Folio
52, ~Voloume) 400 Folio' 40 and Volume 389 Folio 36
respectively. These leases are-Perpetual Leases Nos. 42254,

4225 and %299 respectively, and_ are subject to a mortgage to

the ANZ Bank.

2.2. Physical Description
2.2.1, Location .
The affected land is about 12 km gouth of the town of -

Crystal Brook and fronts the main road from Port Wakefield




2.2.2.

2.2.3.

2.2.4),
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to Crystal Brook. The locality is approximately 200 km north

of Adelaide.

Topography

The acquired land forms part of an extensive flood plain of
the River Broughton which meanders through the property of
Mr. Wilson. Apart from’a smaii area of low-lying land along
the river bank, the land acquired and the residual lands are
relatively Jdevel. The low=lying area referred to is subj;ct
to occasdonal floodimg; this appears to have resulted in a
modified soii 6tructure with some indications of better
access Lo gsub-scil molsture and of an increased soil

fertility level.

Soil Characteristics

The s0il 4in the area appears to bhe heavy clay based loams
vhich“have good mqisture retention characteristics. The
environs have a local reputation for better than average
productivity and can be regarded as desirable because of the

lower potential risk of crop faflure,

Improvements

The affected area has been fenced along boundaries with
adequate,‘stocﬁ-proof fencing. The boundary between frechold
anq leasehold lands is fenced and this iz the only internal

fence directly affected by the acquisition.
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Existing Uges
The land in question was under crop at the time of
inspection. The owner follows a rotation of cereal cropping,
legume cropping, and grazing, wvhich 1is normal for the
district. He does Appear to have some scale economy
advantages over other Property owners in the district. These
arise from the fact that he cperates his farming business in
co-operatiocn.with his brother and betwveen them they farm
over 2000 hectares of \land held in a variety cof tenures,
allowing the acguisition and pooling of relatively expensive
plant. Mpt Wilson resides on the affected property and his

residence 45 around 1 kn eagt of the acquired lands.

Potential Uses

Having regard to market conditions and the resource
characteristics of the reglon, 1:_15 considered unlikely
that there will be.any major change 1n the general use of

the iand for the foreseeable future.
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3. BASIS OF COMPENSATION

3.1.

3.2.

Value .of the Land Taken

The basic amount due to any dispossessed owner jis the market value of
the land taken at the preseribad date. It is possible to derive this
amount on two bases; one of thgse is thb‘marginal value of the land
which would be determi#ed by using a “"before and after” approach; the
other would be ?een as_a tubstitution amount - what would an area of
similar area and qualdty to that taken be worth if available on the
market. The latter figure is likely to raesult from using a “piecemeal”
approach, but the possibility/ of deriving an accurate estimate of
value on this basie is remote dué to the rarity of sales of small

parcels of land in this type of farming district.

In this case it is intended toc establish whether or not there is a
significant land ‘value -rate “decay  -—as-—area-lfncreases. If not, it
would be appropriate tc allow the rate per hectare derived from sales

of properties of area similar to the total area affected property.

Special Value to the Owner

Special “Value to\ ‘the ‘Ovper is a concept/ which| has . permitted
dispossessed owners to obtain compensation for added value which the
land may have in their hands because of some special relationship with
the property.llt represents a premium which a prudent owvmer would pay,
over and above market value, rather than lose the land; although the
concept dces not anticipate imprudent behaviour on the part of the

owvner. If the land has a special and advantageous sujtability for the
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uses made of it by the ouner; then additional compensation could be

avarded for loss of thig benefit,

In the case of the affected lands there are several issues vhich might
be considered. Firstly, the land taken forms part of tﬁe *home
pfoperty'. The claimant’s recdidence is nearby, and this confers a
Premium to the land which would no; apply to most of the property
transactions which have occurred in recent years, in as much ae
Practically every recent sale has been to an owner of land in the
vicinity but presentt £ome penalty, in the way of travelling between
home and the additional area, to the purchaser. Secondly, the
topography, soil charactericties, and proximity to waterco;rse which
are features of the affectqd land provida a distinetive flexibiiity of
land management which allovs good responge to changing product demand
patterns. Thirdly, the main road frontage and associated accessibilicy
provides future potential for other uses which would not be available
from less acCessible 6ites. These factors must be considered in

determining wﬁether or not a rational purchaser, in the same pesition

as the owner, would, be prepared to .pay any premium above general

market value for the land.

Infuricus Affection

Injurious Affection occurs wvhen the works carried out bj the acquiring
authority on the land taken are expected to have a diminishing effect
on the value of adjoining Iand remaining in the hands of the
qisposseased ovner. In Practice this amount 1ig difficult to derive
equitably from market apalysis because of the indifference to ﬁuch

effects on the part of many typical purchasers. In practice, although
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no actual loss may be sustained, the marketability of g pProperty may
be seriously affected, resulting in more difficulty being experienced

in selling a property, especlally under depreseced conditions.

In the case of the subject property, the likelihood of higher traffic
speeds along the nev road frontage,‘coupled with an introduced need to
¢ross the land taken (the new highvay) to use severed land,

constitutes a hazard ¢hich has a depreciating effect on the residual

lands.

Severance

Severance arises when an acquisition of land interferes with the
access an owner previously enjoyed from one part of his or her
property to another, “or from the property to its principal access.
This amount can be deriveq rarely from market analysis, and is better

calculated on- & “piecemeal” basis.

In this case severance is an issue which must be taken into account;
land held in one “fredhoid title and two parcels held under leasehold
have been affected by severance. The main effect of“the severance will
bejdn the fotam ‘of additional stoek handling and machinery movements in
order to continue full use of the areas remaining in Mr. Wilson's

hands to the west of the land acquired. In the case of the freehold

-land, the severance issue is further complicated by the Juxtaposition

of the River Broughton and the land taken.
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3.5. Accommodation Works

3.6

An acquiring authority may attempt to reduce the impact of an
acquisition by providing certain physical improvements to ameliorate
the difficulties causea by an acquisition of land and subsequent
construction of works. In such cases vhere these works may minimise

the impact of issues such as injuriousvaffection or severance, the

effect of the works must be taken into account.

Disturbance

There are several straightforwvard items which are compensatable under
this heading; in particular fees, ‘expenses, and time incurred in
dealing with the acquisition are recoverable. There would also be the
likelihood of inconvenienmce and ‘incidental losses during the

construction programme, but the guantum of  these is difficult to

estimate accurately.




4. MARKET RESEARCH

4.1.

Yalue Determinants

Prior to estimating the value of any property, it is essential to
establish what factors are responsible for causing variations in the
level of prices paild for properties 5o fﬁ;t these factors can be
appraised correctly when analysing sales. At a result of discussing
market conditions with purchasers, district residents, and real estate

galespersons, a number of  factors has been identified as having

potential for influencing value levels. Thase are:

Land Area: It would be expected that relatively higher rates per

hectare would be paid for small areas of land than for large

areas.

Rainfall: It 1s expected that values will be higher in high

rainfall areas and lower vhere rainfall decreases.

Topography:"\ As land becomes steeper and convolutéd, there is an
increased difficulty in cropping and a loss in the fléxibility of

rotation ‘to optimise returns.

Soils: Heavier scils incur higher cultivation costs, but these
are ugually outweighed by higher yields and greater profit/ha.
Light soils  present management problems, are less capable of

retaining moisture, and may produce stone problems.

191
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Buildings: Although sheds may be utilised by a typical purchaser,
they tend to be seen as factors of convenience rather than
hecessities. A house does not appear to be a major advantage.

unless its accessibility to a township provides some rental

potential.

Road conditions: Read conditions are not seen to be of ma jor

significance other than"in‘relation to the previous issue of rent

potential for a house.

Having regard to these is8ues ‘the various sale properties listed inp
Appendix 7.2 were inspected and. accessedion the basis of thes& and
other characteristics. The resulting information has been analysed
using multiple regression analysis 4n an attempt to identify
significant value influencing characteristics. Some genercl
conclusions can be reached, although the variability cf the properties
sold, the conditions of sale and the state of the market, make

accurate conclusions difficylt to identify. The main observations to

make are:

Area:) There {5\ a weak but discernable drea . decay' function
‘exhibited by the sales data. If an area of 100 ha is taken ag a

base area, the relationship existing as area varies can be

identified in the following table:
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Area Price/ha Index
10 1.022
20 1.019
40 1.014
100 1.000
150 .988 . P
200 -376
250 .963
300 495
400 V927

This relationship ds /1llustyated diagrammatically in Appendix

7.7.

Time: Tt is difficult J%6 draw reliable conclusions about the
time/price relationghip 45 ‘the distfict because of a paucity 9f
sales evenly diseributed-over—time-and-also-because of the range
of other factors which has influenced tle prices pgid.:The
difficulty experienced by owners and agents in selling properties
during 19856, €nd 1987 suggests (that the ¢rarket -was, at best,
static;'the,sales of section 298 (sge Appendix 7.2) in February

1986~ and\ January\, 1987 "indicate a net loss, /in dollar terms, of

ik Rl S -

$202 Per hectare, or approximately 13.62X reduction in 12 months.
There appears to be a strong possibility that falling returns,
aggravated by rising debt charges, may have encouraged the

penultimate owners of this property to sell with some urgency; in

view of this possibility the fall in value suggested by this sale

is unduly pessimistic, although there is no doubt that prices
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have not been keeping pace with inflation during the past two

years.

Rainféll: Analysis indicates a weak but statistically
insignificant positive rglationship between price/ha and
estimated average rainfall at each sale location. Other
iocational and physical qharacteris;ids: particularly east-west

location, topography and soil type, are strongly related to

vainfall and mask its effect on price.

So0il Type: An attempt wdas made te rate subjectively the
predominant so0il charactecistics of each property sold, taking
into account ease of cultivation, meisture retention, and
presence of;stone. The general idea was to rate highly those
s0ils which had pctential tc offer maximum flexibility and
profitability for normal‘farming operations. The results of
analysis indicated-a—-strong-positive relationship between price
and soil rating, indicating a range of about $900 per hectare

from the poorest possible property to the highest.

Improvements: Because every transaction encountered.involved a

sale, {often of, part of jan existing holding) to a neighbouring
property owner, the probability that sheds and houses would add
value to a property is dubious. Regression analysis has indicated
that the existence of sheds and a house on a property has a
small but negative ;ffect_on sale priée. However, the influence

of this factor is clouded by the fact that the properties sold

with building improvements tend to be in higher rainfall areas
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and also tended to be larger than average areas. The issue has
Been discussed with a number of landowners and with real estate
personnel and it is considered that a house would be seen as a
liability unless it was close to a town, was in a good state of
repair, and had modern facilities, while sheds would have minor

utility for temporary storage of materials and machinery while

" M -

away from the “home-base’ property.

Creek: It was hypothesgised that a creek running through a
property, with associated flats and alluvial soils, could have a
positive influence ©on sale price. Analysis disclosed a weak
positive relationship but. 'the influence of rainfall, topography

and location have tended to distort the effect of this factor.

Topography: The relative steepness of each property was
subjectively rated and it was found that  there isra strong
positive relationship between price/ha and the general flatness
of the area sold. Once again, other factors are associated with
this variable and distort any attempt to establish its precise

effect.

AlthoughUthe ‘relatively (small (number of sales and a relatively large
number of ‘varying features does not allow a great deal of confidence
to be placed in the results of Multiple Regression Analysis, the
procedure does provide a sound basis for acceptance or rejection of
hypoetheses about what issues might be affecting price levels. In all
the analyses carried out, time of sale, existence of sheds, and soil

rating were seen as significant characteristics in establishing
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explanation for price levels, with location (or rainfall) and presence

of creek being of less importance.

Market Trends and Activity

This item has been mentioned briefiy in the above discussion, but some
further comment is neceesary. The rural /property market in South
Australia as a whole is not buoyant. There 15 evidence available, from
disciplined research, to conclude that proficabllity and associated
product prices 1in various' csectors of farm activity influence land
price levels. This arlses from a recognition that a particular sector
is offering improved 4ncome prospects, resulting in farmers deciding
to move into the sector, often increasing competition for available
sites and promoting land price increases. In the region within which
the subject land is located; this has 'not been a major price
influence, and it appears that the market has been affected largely by
a perception held by landowners that holding size must be increased in
order to maintain viability. This has motivated market activity for
many years, resultipg in a steadily increasing land price during the
past decade. The¢ trend  vas also, Anflvenced by shifting product
returns, but has been terminated by the recent sudden increase in
interest ‘rates| which  corverted many farm build-up/’programmes into
serious debt problems. This situation seems to have peaked in the
Crystal Brook area during the past two years which are characterised
by few sales, no discernable increase in land value, and a no;icqable
lack of confidence in the future. The ;ituation is exacerbated by a
complete lack of interest in this local land market by persone from

without the district, thereby reducing the potential compgtition for
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sites substantially. This situation can be gauged by perusing the

schedule of sales in Appendix 7.2.

Market Potential

It is considered that the market 1s nov showing signs of rejuven;tion.
Several properties have sold with little difficulty at ‘reasonable”’
prices during the past few months. ‘The chinge seems to be due to two
main faetors - the _racent 1ndications of “falling interest charges
(coupled uith availabliiey of vendor finance at about 14% p.a.), and
improved income prospeéts avallable from sheep production. This trend
is expected to continde to influence the market during this current
year and it suggeste /that an optimistic bias should be applied to

assessment of the value of the land acquired from Mr. Wilson.

The Gross Margins Issue

It is noted that one of the objectives of thisg report 1s to examine
the relationship batween gross—margins and property value levels. A
gross margin may be defined as the difference between the annual ErosE
income received for a farm Product and the costs which were incurred
directly in ,producvion! (of thel prioduct. “Fixed” farm costs such as
property and water rates, lease fental. business charges;et al are
lgnored, ‘as they ‘would be {ncurred irrespective of the nature and slze
of the production enterprise. In effect, a groes margin can be seen as
the gross profit obtained from a product and should be & reasonable
measure of a farmer’s net profitability. However, major shifte in farm
holding costs have had the effect of converting an attractive Eross
margin 1nto a disastrous farm loss in many cases. From the viewpoint

of wvaluation theory, gross margine could be used as the basis of an
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income approach to valuing rural property in much the same way as net
rental is used to estimate the value of properties which are traded
for their income producing potential - e.g. offices, flats, shopping
centres, and so on. In such cases the main reason for using income as
a valuation determinant £s that this is what motivates purchasers,
They tend to.purchase at prices which are computed from present and
anticipated future income flows generated .by the property and use a
discounting process to assess the worth of that income to them. Income
and expense levels are determined largely by local economic’
circumstances and ‘this results in fairly uniform net income levels
vhich tend to behave ia' a/readily predictable way. As a result, there
exists in the markat a consensus of opinion about income and required
returns and there are also available, in the vzluer's repertoire,

tried and tested techulques for estimating income, the discount

factor, and investment risk.

This is not the case in the rural market where purchaser motivation 1is
affected by many other personal characteristies which result in the
typical farm purchase being more in the nature of a typical
residential tramsaction with' business overtones. Furthermore, gross
prices are highly volatile énd affected-by“circumstances outside the
local economy.~From this, point) ¢foviewDit)must be)doficeded that gross

margins alone would not be an accurate base for calculating value.

A major obstacle in applying the approach lies in the difficulty in
establishing the gross margin for a property. Most farms operaie as a
mixture of enterprises. In the subject region the typical farmer is

involved in sheep, cattle, cereals, and legume production. The ETOGS
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margin for each énterprise varies from about $B0 per hectare for oats
to about $130 per hectare for wheat. At the beginning of 1987 the
Bross margin for sheep production vas about $60 per hectare, but this
would have 1increased during the year as a result of attractive
increases in wool and fat lamb prices. The average gross margins in a
region will vary as costs and returns vary {(almost a daily
occurrence); the gross marging for a prope.rzy vill vary according to
the qualities of the property and the whim of the operator. An example
of the dj.'fficulties vhi'ch would confront a valuer in using this
approach is available firom the sales evidence collected. Sale No. 6,
opposite the subject land, wag a purchase by adjoining owners (R. & H.
Crouch). Ostensibly scoil, topagraphy, “location and development were
very similar to the purchasers’ existing holding which produced a
wheat crop of about ~12 bags per acre" according to a member of the
family. When the purchased area was cropped, using the same personnel,
machinery, management, technique, and expertise, it produced only "8
bags per acre", a refléction of past farming practices. The price paid
for this land ($1338.80 per hectare) does . not reflect the difference
in gross margins, although it is a little lower than other

transactions in_ thé ldarea, 'nb doubt/ in response to the suspicion of

depleted soll fertility evidenced by subsequent. production.

Herein lies the major obstacle to using gross margins as a value
indicator. Few purchasers would have accurate information about the
groes margins available from a property on the market. Few would have
common expectatjions about the potential gross margins for such a
Property as their own operational choices result in substantial

variation in gross margins for their own properties because of
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varlations in enterprise mix, management quality, and good/bad
fortune. From the point of view of both valuer and purchaser, it is
considered that the price formation process is affected more directly
by physical characteristics related to potential profitability, such
as soil, topography, rainfall, and so on, than by a calculation of an
actual potential gross wargin. Analysds of the actual sales in this
area has indicated a stronger relatiodihip between price and az
subjective assessment of these physical factors than exists between
Price and information colleéted about estimated wheat yields from the
properties, this being a' crude proxy for gross margins. The analysis
1s a little futile because it is._not possible to determine with any
accuracy what purchaser’s expectation as to what production would have
been for each property; im every case this expectation is based on the
faét that each property purchased wds pot an entity, but was to be

employed in conjunction with existing holdings.

Gross Margins in the Fynan-Case

In The Commissioner of Highways v Tynan & Amor {(L.V.D. No. 78/71%80)

Mr. B. Maloney, Licensed Valuer, submitted a view that land acquired
had special valus to, the) fdrmer becauselof “ché business opportunity
offered by that land. Several assumptions were que to support the
value detfived, from developmént  of ‘that/|view, and these are” |stated

briefly as follows:

Farm property value is related.to Bross margins produced by
the property
Farm income will keep pace with inflation - 9.5% p.a. was

”

the assumed rate
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Gross margins should be discounted at 13X p.a. to derive
farm property value

The value of a farmer‘s interest should be related to his
expected residual working life - in the cited case, 15

years.

Apparently no sales evidence wac produced to justify this approach,
and this appears to me to be'a critical shortcoming. Crude analysis of
the relationship between @stimated gross margins and prices paid in
the Crystal Brook area Suggest a rate of return of about 10X, ignoring
inflation. Such a return would.be insufficient to service the finance
needed in mwost cases to pdrchase the land. Notwithstanding this fact,
the application of the indicated .return to estimated gross margins in
an appropriate capitalisation” calculation woula obviously produces
value estimates around the level of the actual prices paid for land
and this was obviously not the intention behind /Mr. Maloney's
application of the approach. Eaeh of the above assumptions is

discussed as follows:

Cross Margin/Value Relationship

Although {t| is dccepted that such a relationship existg, (it is
considered that {ts volatility, difficulty in estimation, and
problems {n associating it with purchaser perceptions makes the
methodology more difficult to employ in a valuation process than
the use of more discernable, less volatile, physical proxies for

potential production. One test of any valuation method should be
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in relation to the practicability of its use; in this case the

approach is lacking practicality.

.Farm Income and Inflation

The assumption that farm income invariably keeps Pace with
inflation is demonstrably dubious. Contemporary experience in
many areas of the agricultural sphetre }uggests that farm incomes
hafe been eroded badly over at least the last decade. This alone ‘
Euggests that a budlt—in Ccaompensation allowance for inflation
could well produce Spurious results in the calculation of the
Present worth of estimated future income. There is, however, a
much more serious desue at stake in this calculation. The whole
concept of presanf value calculations in valuation methodology is

Lo equate future income eéXpectations in present day dollar value

terms. In other words, Vthe net present value of an investment is
expressed in dollars which have the current wvalue, in exchange,
of the currency-used: If_income is adjusted for inflation, the
adjusted figure ig no longer expressed in current dollar values.
It is, in fact, expressed in the dollar amount expected in the
future to  hdve- the same pucchdasing ‘pover as ‘the existing dollar
amount. The result of using this approach to estimating value is

demonstrated in) the following tables
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Year Income Present Value
Inflated at Discounted at
9.5 p.a. 13X p.a.
1 1.000 1.000
2 1.095 0.969
3 1.199 0.939
4 . 1.313 0.910
5 1.438 0.882
3 1.574 0.854
7 1.724 0.828
8 1.888 0.802
9 2.067 0.727
10 2.263 0.753
11 2.478 0.730
12 2.714 0.707
13 27971 0.686
14 1254 0.664
15 3.563 0.644
Inflated Net Present Value $12.15
Equivalent net return ‘ 2.76% p.a.
True Net Present Value 36445 (excluding inflation)

The figures shown suggest “that in Year 15 the income received
willlbe $3.56. In fact, this will have to be the case in dollar
terms in order "that the income will have ‘thé same purchasing
power as a Year /1 amount of $1.00. However, .in assessing the
present value, this payment adds_an amount of $0.64 to the vaiue
of the investment in cinflated dollars. In present doliar terms
this amdunt should be about $0.18. In effect the approach taken
has spuriously inflated the present value of the investment
Etream) to approxima;ely twice(its tfue present’ value.'-In my
opinion this approach should not have been hccepted as a viable

part of assessing compensation for lost income.

Selection of a rate for discounting gross margins
This issue has been covered in the preceding discussions but the

point vhich must be emphasised that in an approach of this sort




204
it is imperative that the discount rate be based in some way on
market data. The selection of 13X in Tynan’s case does not appear
tc have been accorded this privilege. A crude indication can be
extracted from the recent leasé of property.number 10 in the
sales schedule. This property was leased for twoe years after
failing to attract a buyer when cffered for sale. The rent paid
represents a return of 3.71% p.a. on thé asking price. However,
there i no direct relationship betueen the rent and the gross

margins for this property.

The working life of the Investment

At this stage it 15 necessary to canvass the issue of goodwill.
In Tynan’s case it appears that by capitalising gross margins for,
the anticipated working life of the farmer in order to derive
special value to the owner, a figure was derived which can be
equated to the value of business goodwill. In practice, Tynan was
being deprived of the opportunity to-generate profit from an area
of land. The profit so lost formed the basii for calculation o(
the value of the land to Tynan, as a business enterprise. At this
stage the question-which must be) asked is-teo-whatcextend did loss
of the land result in irreplaceable loés of income and the issue
of what 1s “personal’ goodwill ‘and'what 1is)*site’ goodwill should
have been considered. It appears that a farmer’s entrepreneurial
and management s5kills are not curtalled in any way from an
acquisition of part of his land and may be readily transférred.
subject to ‘some compensation for temporary and permanent
dislocation, to either the residue of his property or to éther

land purchased, in substitution, at_current market value. In the
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former case there could be 4 marginal decrease in overal)
pProfitability; in the latter it 15 quite clear that there would
be absolutely no losg in persﬁnal goodwill and the only practical
loss 4is in respect of replacing the land taken, disturbance,

severance, and injurisus affection.

For these reasons I find‘it impossible to find either theoretical
or practical support for the assessment of compensation based on

the loss of goodwild Chieh did not, in fact, occur.

In applying these eonclusions /to. the case in hand it is even more
difficule to Support uhel capitalised gross margins approach in
assessing compensation when Presented with a local real estate market
wvhere many owners are in the habit of periodically acquiring
additional land. There Egenms to bée no practical or theoretical
impediment in assuming that compensation based on the'cdst of
replacing land lost would allow Mr. Wilson to maintain hig income at
existing levels with'minor associated costs and adjustments. This .view
is also eéncouragad by ‘the fact that the land lost represents an almost
minuscule proportion of the total area to which Mr. Wilson applies his

managerial skills,
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5. DETERMINATION GF COMPENSATION

5.1. Land Value
If the view is taken that the valie of the land taken is equivalent to
the rate paid for typiéal parcels traded in the area; then the value
should be determined fof a site of around 1% ha. oOn this basis if is
considered that a fair value would be about. $1300 per hectare. The
probability that the 16st Jjand could be replaced only by purchasing
some smaller available parcel must also be taken into account and sale
8 provides a reasonable basis for an adjustment in this regard. Adding
some welght for this Probability it is considered that a rate of $1550
per hectare would be & reaconable rate to adopt. A further issue to
take into account is the exdstence of the area of low-1ying land which
exhibits above average production potential. Although it is difficult
to assess the value of thie additional potential it would be
reasonable to allow an additional 50% to-the value 6f this area which
18 estimated to be approximately 0.7 ha., Sales analysis has failled to
establish any significant difference between prices paid for freehold
land and prices paid._for Crown Perpetuel | beases, so™ 1t 15 intended to :
allow the same rate'for both forms of tenure. Accordingly,. the value

of the land, taken—is assessed-as’ follows:

Pt Sec. 98 1.285 ha $1991.75
Pt Sec 863 2.383 ha $3693.65
Pt Sec 862 .764 ha $1184.20
Pt Sec 339 .0279 ha $ 43.25
Added value for .7 ha $ 543.00

Total Land Value $7455.85 Say §7130
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Special Value
It‘is c;nsidered that the only characteristic of the land taken, which
is not already accounted for under the heading of Land Value, would be
the close proximity of this area to the owner’s residence. In the
context of increasing farm size and concomitant fragmented holdings as
owners acquire additional nearby properties, management practices are
extended by the need to commute between p;;Ls of a property. The
availability of the maximum possible area 1n one conseolidated,
contiguous holding represents: an advantage for which an owner might
pay a small premium. Againet this proposition one must weigh the fact
that the majority of the market transactions vhich have been observed
involved properties which actualiy adjoined the purchaser’s existing
property. Under these circumstapces it is considered that an

additional allowance for special value is no warranted, as the prices

paid in the market already reflect the attribute mentioned.

Injurious Affection

It is considered that the residual laﬁds, following acquisition‘and
construction of an improved ,road alignment through the property, will
be affected by increased mean ;ehicle speeds a}ong the newv boundaries.
This, coupled with a need to cross the new .road {(introduced by the
acquisition| and [dealt |with under the heading of" severance) will
increase the risk of injury to persomnel, damage to machinery, and
loss of stock; it will cause some increase in time travelling from one
part of the property to another. The net effect of the injurious
affection described would be to reduce the efficiency of use of the
severed lands to a greater extent than the effect of severance alone.

On the other hand, one must consider the probability that the small,
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severed parcel created by the acquisition may present an attractive
opportunity for sale to the owner to the west. This possibility cannot
be given any serlous consideration at this stage because of the
uncertainty about the future of the existing highway reser§e which {s
being supplanted by the acquisition. It is considered that an
arbitrary amount of $20 per hectare might be allowed in respect of the
total severed area (excluding 1.481/ha isol;ted by the River Broughton
and the severed portion of Section 862) asc a crude measure  of the
impact of injurious affection. This represents a total allowance under

this item of about $125,004

During my interview with Mr. Wilzon he expressed concern that soil
introduced to the area from external S0urces may cause a serious weea
problem. At this stage I aestme that this issue would be a matter
which could fall under the heading of sccommodation works and that the

acquiring authority  would take action to minimige/ the probability of

this being a serious issue.

Severance

In this matter /the nature of severance is a (significant factor in
asgsessing compensation. The proposed road separates the main portion
of the properfy from a, totalcarea of-about 7.9 hectares of land which
lies to the west of the new road. Of this, about 1.48 hectgres will be
very difficult to use effectively because its only practical access
from the main property will be across the acquired lands, under the
pProposed highway bridge, along the banks of the Rivar Broughton. In ny
opinioan, severance has three main components in this case and these

are assessed as follouﬁ:



209

Part of Section 98: The utility of this land has been severely
reduced because of its small size, isolated situation and
degraded access. It would be_impractica; to crop this area and it
has, therefore, only limited value for grazing, probably as a
small holding paddock. Even for. this application it is not
conveniently located. In my opinion a.igrge propertion of the

value of this land hae bean lost and I acssess the extent of this

loss at 75X of full walue, viz. $1705.00.

Part of Section 862¢ This area is an extremely narrow, triangqlar
shaped section which, 'because of its shape, can no longer be
cultivated and is of dubicus value, To all practical intents this
area has lost its value to ' the owner and I assess the loss at

100Z of full value, viz. $155.00.

Part of Sectidon 863: This area, because of its natural
attributes, remains as an ideal cropping area but its continhed
use jmposes penalties.on the owner because of the need to crossl
the new road with machinery in order to carry out cultivation
operations. After discussing the issue ,with the owrer I have
formed, the opinion, that continued use of this land will require
~him to"bring machinery onto the severed land about twelve times
in a typical year. This will involve additional travel time and
disassembly of plant on some of these occasions. All ;old, I
consider that use of the severed land will add approximately six
hours per annum to the time that was previously taken to make uge

of the land. If the operator’s time is costed at $20 per hour,
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this constitutes additional operating expenses of about $120 per
annum, and if this is capitalised at a reasonably safe investment
rate in perpetuity, say 10X, it represents an equivalent loss in
value of the severed land of $1200.00. Part of this area, because
of its narrowness, will alsc be difficult to cultivate using
existing plant. An allowance of 5750, representing about 50% of
the value of the area invelved, has been aliowed, giving a total

loss due to severance of $3610.00.

Disturbance

Apart from reasonable professional fees and direct costs associated
with the acquisition, which L understand will be allowed as a matter
of course, I consider that compensation should be allowed for the time
which Mr. Wilson has had te allocate in Negotiations, and in respect
of the additional surveillance which he would be expected to carry out
during the construction phase. Although the quantum of this amount
cannot be determined with any certainty, I consider ‘that a reasonable

allowance would be 25 hours at $20 per hour, totallding $500.00,
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. CONCLUDING REMARKS

Having regard to my instructions in this matter and to the matters
discussed above, I have reached the conclusion that assessment of
‘compensation using gross margins without land market relativity is not a
practical nor a theoretically sound approach. If related to market
trénsactions, a gross margin based value estimate éole be little different

from one derived using more overt indicators of a property’s potential

productive capacity.

I assess the compensation in respect of the acquisition of lands from Mr.

N.K. Wilson as follows:

Land value $7455
Special Value Nil

Iﬁjurious Affection $ 125
Severance $3810
Disturbance (part) § 500

$1189Q (plus fees)

ohn M. Cooper AI&
icensed Valuer
ip.Soc.5¢i., Dip.T.& C.P.
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Acquisition of land from Mr. N. Wilsmm
Schedule of Comparahle Sales
Ref. Sections/lots Title Vendor Area Imps. Price Date
Plan Ref/Hd Purchaser
} S 298 CT 1319/194 E.M. Frith 66.36 Fencing 98400 2/86
Hd Crystal Broak M & B Sargent Water
l  Resale M'& B Sargent 85000  1/87
M'& A'Clothier
? S 746 Lt 3 H.D¢ Hewett 246.1 Fencing 3gle82  2/86
Hd Crystal Broak Marzep Pry, Ltd. Water
(Ingles Company)
! 5 127 129 132 CT 4186/156 G & M Dennis 205.2 Fencing 177500 1/86
Hd Crystal Brook Marzep Pry. Lid. Water
(Ingles Company)
; 518 pt CT 2960/50 = G & M Dennis 19.36 Fencing 28000 1/86
Hd Crystal Broak I'& B Bavidson.
i S 338 341 108 pt L 393/11 G & M Demnis 114.5 Fencing 167000 1/86
115 pt 342 Anjovina Pry. 1td. . Water
Hd Crystal Brook
S 102 pt 105 106 CT 3128/168, G & M Dennis 183.0 Fencing 245000  1/86
Hd Crystal Brook R & H Crouch HWater
0ld House
Sheds
S 3439 35 pt Lot 102 17476 'R J Gale 216.4 Fencing 309622 3/86
Hd Crystal Brook Lambidges Pry 'Ltd Water
(Wilson Company?) Old House
Sheds
pt S9 Allot 161 R & H Crouch 33.43 Fencing 53700 2/87
Hd Crystal Broak L H Perty & Sons
Allot 157 160 R & H Crouch 478.95 Fencing 651000 2/87
Hd Crystal Brock Brook Park P/L Water .
(Sargent Company) 01d House (vendor finance)
Sheds
) 8§ 290 291 292 W Frith 259.0 Fencing 412400
Hd Crystal Broak Sheds  (asking price)
Water 15300 1/88

(rental p.a.) 2 yrs
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Ref. Sections/Lots Title Vendor Area Irps, Price Date
Plan Ref/Hd Purchager ’
11 Lots I, 2 Unknoun 247.2 Fencing 350000  1/88
Sec 64 84 (under contract) 01d House (Auction)
: Sheds

Water

12 1ot 3 Fencing 22000 1/88
S 8, 10 Hd Howe {Serub) (Auction)
541, 480
Hd Booyoolie

ANUAINEUIMT
RN ITUINENAY
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PPENDIX 7.3

AINFALL DATA : Average Annual Rainfall
Based oo 81 to 110 years up to end 1985

Source: Coomomvealth Bureau of Meteorology

Location Map Co—ordinates Mean Rainfall
X Y 4& AN

Port Pirie 23 123 343

Bute 23 48 399
Laura 48 125 455
Caltowie 65 125 LA
Gladstaone 53 115 420
Crystal Brook 40 106 405
Georgetown 56 105 473 4
Redhill : 42 85 420
Gulnare 62 4 465
Yacka 63 82 405)
Koolunga 52 80 3894
Snowtown 42 58 405
Brinlworth 9 68 404
Blyth 63 52 428

Trend Surface Regression Equation (cubic surface)
(used to estimate rainfall at sale sites)

Rainfall = 380.733 - .5805-x + .54985Y + .0007043 ¥
- .0001591 ¥ - .001194 XY + 00078797 Y'X
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APPENDIX 7.6

Data used for Statistical Modelling of Land Price

Sale No. Price/ha Area/ha Date Rainfall Co-ordinates Topography  Sofl Creek Sheds Road

$ Months om X Y Rating Rating Quality
1 1482.82 66.36 2 408 32 105 : \6 5 0 0 5
1 128G.89 66.36 13 408 32 7105 6 5 0 0 .5
2 1551.41 246.1 2 407 30 |99 6 -7 0 0 2
3 865.01 205.2 1 410 30 .93 3 2 0 0 2
4  1446.28 19.35 1 417 36 =93 7 8 0 0 7
5 1458.52 [ 114.5 1 418 3795 9 .8 1 0 7
6 1338.8 183.0 1 416 33,95 8 g8 -0 1 7
7 1430.79 216.4 3 423 Ak 100 8 8 1 1 6
8 1606.34 33.43 13 418 37102 8 8 0 0 8
9 1359.22  478.95 13 416 36 104 7 7 0 1 5
11 1415.86  247.2 25 431 45115 8 7 1 1 7

12 768.42 28.63 25 429 44 116 4 2 R 6
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CURIC ORDER MAP §
MAP TITLE 3 Crystal Brook district Mean Annual rainfall
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APPENDIX 7.6

Data used for Statistical Modelling of Land Price
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Sale No: Price/ha Area/ha Date Rainfall Co-ordinates Topograsy S0 Gockd Sheds  Road
$ _Months m XL L Y Rating  Rating Quality
1 1482.82 66.36 2 W8 12 {0 ¢ 5 5
1 1280.89  66.3% 13 w8 327 105 3 5 5
2 155141 2461 2 #7799 6 7 2
3 865.00 2052 410 / /3 o 3 2 2
4 1446.28 1936 ) w7/ [ 6= 7 8 7
5 145852 1145 ) 48 [ 35 os g 8 7
6 1338.8  183.0 ) 41 -, 135,85 8 8 7
7 143079 264 3 43 L&) joghs g 8 6
8 1606.3  33.43 13 41837 100 8 8 8
9 1359.22  478.95 13 4167 3% 104 7 7 5
11 1415.86 247.2 25 81 45 15 8 7 7
12 768.42  28.63 25 829 4 116 4 2 6
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PRICE/AREA RELATIONSHIP

Rural Sales price-area relationship
Crystal Brook, district 1986-87

Price per ha

2000

1800

1000 |- -

500 A

B B
10 20 40 80 100 150 200 250 300 400
Site Area hsg |

B s per hectare
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