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W Fitzhugh Turner

| am a Maryland Certified General
Appraiser. | am a partner with Tidewater
Properties, Queenstown, Maryland, a real
estate firm founded in 1954, | have been
appraising all types of properties on the
Eastern Shore of Maryland as well as In
Delaware since 1984. | am qualified to
speak to you on the valuation of farmland.
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 The proposed zoning change to the
Queen Anne’' s County
itself, will not cause a drop in the market
val ue of farmland 1 n
County.
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08-25 Proposed Zoning Change

el n the Fall of 2008 t he
Commissioners presented a proposed bill that
would limit subdivision of the agricultural lands
to minor subdivision.

* The bill would limit the maximum density of
existing farmland to, minor subdivision, 5
parcels per farm.

* The bill does not make any other change to
zoning and transfer or use of the development
rights of the farm, or other rights do not change.
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08-25 Proposed Zoning Change

e Claims were made that this ordinance
would have a sever impact on Farming.

 Bankers Stated that farmland prices would
drop 40% to 60%.

e Claims were made that farmers would not
be able to refinance their farms.

e Farmers would be forced out of farming
due to the drop In farmland prices.
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08-25 Proposed Zoning Change

 No One presented evidence that property
values would drop.

 Farmers said their gut tells them value will
drop.

 Farmers said they have always planned
to subdivide their farms when they retire.

 They Said: Reducing the subdivision of the
farm will take away their ability to retire.
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08-25 Impact on Value

 Studies were presented that indicate little impact
on market value for down zoning.

* A Critic Spoke, telling the Commissioners and
the Zoning Board that the studies were wrong.
He provided no studies. The Critic stated that

the studies were based upon bad information.

The Critic offered no data to demonstrate that

there was an adverse impact on market value

with down zoning.

» The Critic said in his heart, or In his gut, he
knows the values will drop as a result of down
zoning. But there was no evidence presented.
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Value and Down Zoning

« A conservation organization sought me out, as
an unbiased real estate appraiser who appraises
farmland for developments as well as
conservation easements.

 Queen Anne Conservation Association hired me

to determine if the zoning ordinance would lower
property values.

e | concluded that the ordinance will not lower
property values.
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Value and Down Zoning

| was asked what impact zoning has on farmland
property values.

If farmland is down zoned will the property
values plummet as stated by the Bankers?

Will farmland property values drop 40% to 60%.
Should Banks worry about their existing loans?
Should Farmers expect to loose their farm?
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How Do you Study Value?

e To study property value changes | chose a
constant and a variable.

eThe Vari abl e was Quece

eQueen Anne’s County [
development pressures for decades.
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How Do you Study Value?

e Queen Anne’ s County ©per.
acres and allows transfer of development rights.

 Houses and small developments are popping up
In every corner of the County.

e The Queen Anne’s County
department cut off perk test applications at 1000
tests each year in both 2004 and 2005 because
they did not have enough personnel to study
more tests.
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How Do You Study Value?

Kent County is the Constant.

Kent County zoning limits farmland to one
unit per 30 acres.

They had practically no new development
In Kent County over the past ten years.
Few new subdivisions.

Kent County had applications for only
about five major developments during the
last ten years with only about 35 lots.
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What Did | Compare?

 The Larger Working Farms, the ones that are the back
bone of the County.

 Farmland, 100 acres or more

 Included Multiple Tracts of farmland in a transaction.

* [ncluded Tillable, Woodland, Pasture, Non-tidal wetland.
o Excluded Waterfront Farms

 Excluded Annexed Land and Land Next to Towns

e Excluded Family Transfers

o Excluded Sales of Small Lot Subdivisions

 Excluded Easement Restricted Properties

Such as MALPF or Conservation Easements.
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How Did | Find the Data

Pulled up the Sales Using Maryland Department
of Assessment Transactions

Cross referenced with MLS Sales Data

Cross referenced each Deed to include the total
acres in the sale and the sales price.

Cross referenced multiple settlements to
combine parcels to a single contract.

Checked back the deeds to 1977 — time of the
first Conservation Easements

Reviewed Plats and Tax Records
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What Did | Find

 An Average of 10 sales per County per
year.

« About 80 sales per County.
e Sales from 1997 through 2008

e Kent County and Queer
State Forester reports that 25% of each
County Is woodland.
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How Did | Study the Data

| Attempted to remove non arms length sales. A non arms length sale may

be to a family member, a foreclosure, sale to a government agency.
Exampl es: Riggs farm to Queen Anne’s
agency). Little Hut Partnership to SGA, LLC (family transfer Ashley to

Ashley: Bridgetown Estates)

Combined multiple sales, examples:

Starfield Farms to Peter Sheaffer, included five tax parcels, the tax records
suggested that each sale was for $4,250,000 when actually the entire
616.34 acres was one sale, one settlement, January 15, 2004 for $6,895
per acre.

C. Percival Merrick to Merrick Farm, LLC confirmed as an arms length sale
with the lender, this was four parcels, with a total of 413.4 acres sold for
$2,971,500 on December 1, 2004.

Did Not include the Sale of North Brook Phase II, 200 lots, plus reserved
land (Phase Ill) and total of 155 acres to Sperl

Did Not include the Sale of Wood’' s f .
approval as Symphony Village.
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Kent Versus Queé

* As a result of the study the following graph
was presented to the Blue Ribbon Panel
on March 21, 2009.
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Price Per Acre
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 We observed that in spite of the development pressure, Queen
Anne’s County and Kent County f ol
property values.

e Queen Anne’'s County sales were noa
County. Kent County and Queen Ann
same trend line with property value increases.
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* | was asked what impact the farm houses and farm
buildings had on values.

e This graph subtracts out the Assessment Full Cash
Value of Improvements from the sale price.

e The result was no apparent change, the improvements in
both Counties did not change the overall trend lines.
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Criticism of Study

 Farmers pay more for land in Kent County
because they do not have pressure from

developers.

* Ans: Right, so less development in Queen
Anne’ s County woul d

values.
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Criticism of Study

The spread sheet of data was not distributed with the
study.

The data sheets are a mass of notes and studies which
are not easily assembled as they include the deeds,
plats, conversation notes with Health Department
Officials and Realtors.

The Blue Ribbon Panel saw parts of the study during the
demonstration and the Panel was offered the opportunity
to come to my office, or | would bring the study to a
workshop to go over the material. Only one individual,
Dick Smith, of the panel, asked for the opportunity to
review the sales. He was offered the opportunity, but it
was never followed up on.
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The last two years of the study demonstrate that the prices rose in
Queen Anne’s County, moving away
IS only about 10% not 40% to 60%.

Ans: The development pressure was off after 2006 so that the later
sales are about farmland values and not development.
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e The | ast 4 sales on the G
County were farmers. Sales after June 2007.

e 1 -Outside of Sudlersville, a silent auction of the
Willis farm. Roseland Nursery wanted and
needed the farm to grow more trees and paid
$9,573.39 per acre for 167 acres. September 17,
2008

o 2- The Carter to Lesniowski sale, 180 acre farm
west of Ingleside, heavy land, has a ditch through
it for drainage, obtained only 5 perks prior to the
sale. Listing agent Dick Smith. The buyer paid
$11,079 per acre and put up six poultry houses
after sale. This farm is surrounded by restricted
land. May 2, 2008

« 3-BB Knight bought farmlan
4,000 farm, from Lane/Bordley Estate for $10,795 per

acre. Farm is on Route 213 north of Church Hill.

He has added irrigation. January 14, 2008

4 -The Whaley to Leager sale, Route 213 north of
2,000 Chesapeake College, Mr. Leager had just sold to
Friel at $25,000 per acre so that Friel could spray
irrigate their corn plant wash. Mr Leager bought
the Whaley farm, surrounded by easements and
S/ Acee where his wife had grown up. Also, in the prior
year the farm next door obtained a MALPF
Oct-06 Feb-08 . payment of $9,000 per acre. June 19, 2007.

I I
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 From June 19, 2007 to present there
are few farm sal es
County.

* In fact, while farmland prices are
rising, the sale prices of lots and
houses were dropping.

« 13 Sales in Kent County. Settlement
of several estates.

e Sale 5 —the last sale in Kent was
6.000 the Lusby Estate to Herman Hill, a
farmer.

» During the period when Queen
4,000 Anne’ s farmland pri
higher than Kent, the land was not
under development pressure.

e The Queen Anne’ s | ¢
farmland, and there are few farms
available for sale.

$/Acre  Demand and supply drives market

' ' values.
Oct-06 Feb-08

-

2,000
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Study Ciriticism

The Blue Ribbon Panel was told that | manipulated the sales and
that the study was biased.

A Kent County Sale, Teel’'s Lake

length and was waterfront. 605 acres sold February 15, 2008 for
$9,000,000.

| could not confirm the sale, but as they paid the transfer tax on Nine
Million Dollars, | thought it was arms length. If it is not arms length, it
should not be included and | have removed it.

The sale crossed two tax maps and is at the head of two creeks, |
missed the waterfront. Sold in 2008, it really is of no consequence,
as explained, there was no pressure for development in either Kent
or Queen Anne’s County i1 n 2008.

The fact that large desirable farmland continued to rise in value in
Queen Anne’s County, when devel
would suggest that development pressure is not the cause for the
continued rise in farmland prices in 2007 and 2008.
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Study Ciriticism

Inclusion of woodland sales. In particular the critic pointed out one
sale September 5, 2007.

| included woodland and included the sale from 9585 Legion Road
LLC to Peters Corner LLC which had about 12% tillable land,
Settled September 5, 2007; 185.10 acres for $350,000.

| did not include the woodland Waterman to Weltner at Peters
Corners because Four Seasons and Waterman had already
subdivided out several lots from that woodland, it was already
developed. June 30, 2008; 126.56 acres for $190,000. Not included.

Just because it is woodland, does not, in of itself, limit the right to
subdivide or transfer development rights.

Just because it is tillable land, does not, in of itself, mean you can
subdivided the property into one dwelling unit per 8 acres.
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Criticism of Study

 The Critic Wrote to the Blue Ribbon Panel
and copied the letter to others, indicating
that | withheld data, that | attempted to
manipulate data and was attempting to
provide false information to the Blue
Ribbon Panel.
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The Critic said that data was withheld that would change the graph.

He provide his own approxi mati on
trend line would look like with these six new sales.
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Price Per Acre
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raph

ReSales

| put his 6 points In the g
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* His grid showed the trend line going to $12,000 per acre,
but in reality it only goes up to about $9500 per acre with
the six new sales.
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What Are His 6 Sales?
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Sale 1 — Pratt Mansion




Pratt Mansion, sold July 17, 2006 for $1,750,000.
iIncluded 124.64 acres, a unit price of $14,040 per acre.

| did not include this house. There are none of this
guality, age or size included from Kent County.

The property was listed by Tidewater Properties.

The buyer was looking for a Historic House and was sold
by an agent from Easton.

| did not included this sale. And would not!

The buyer has no interest in the land. | do not believe
there is a farmer in the County who would use this sale
as a farm comparable.

The buyer collects historic houses.
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* Riggs Family Farm
 318.48 Acres

« $3,900,000

o $12,245 per acre

e To Eastern Shore Land
Conservancy

* Adjoins the town of Centreville,
purchased with State and Federal
money and now belongs to Queen
Anne’ s County.

* Not an arms length transaction,
sale using government funds

 Riggsto ESLC 12/20/05
« ESLC to QA Cty 6/26/06
 Not Included.
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Sale 3

Little Hut Ptn belonged to: Sydney
G Ashley and John M Ashley, Il
partners

Buyer: According to the State
assessment records the principle
business address is 160 Mill Farm
Lane, Centreville, and the
Resident agent is Sydney G.
Ashley.

It is my opinion that this is a family
transfer and not an arms length
transaction.

In addition, the property included
the 115.25 acres open space and
15 lots in Bridgetown Estates.

Not included as this parcel is
already a small lot subdivision and
not arms length.

Little Hut Partnership
SGALLC

115.25 acres

$1,372,159.

$11,905 per acre

Sale date September 22, 2005.
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Sale4

John George to BDC Partners
118.63 acres

$1,560,000

April 21, 2005

$13,150 per acre

Parcel included land inside of the Sudlersville
town limits.

Not includ
Inside of t

After purc

ne town limits.

nase the buyers applied to have the

rest of the land annexed.
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Sale 5

Approximate location of sale indicates $13,636 per acre.
Assessment records indicated

$2,250,000

January 26, 2005

165 acres (assessment)

Seller: Keith Leaverton

Buyer: Leaverton Farm LLC. (Tom Sperl Resident agent) arms
length sale.

Deed indicated 198 acres
Using the deed and plat at 198 acres

Actual unit price was $11,324 per acre as depicted on the original
graph. The critic did not search the land records.

Included at $11,324 per acre
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Sale 6

Indicates

$24,254 per acre

Approximate date: Mid 2002- early 2005
@%$24,254 per acre x min 100 ac =
Minimum sale price of $2,425,400.

| searched back through all of the sales from January 2002 to the present
and could not find any sale that could match this unit price per acre. North
Brook included 155 acres and sold to Sperl; original contract was

$9,450,000 but sold back 50 lots, as improved, to the seller W&L Rentals.

| could not find any sale i n Queen
towns, annexed, on Kent Island, anywhere.

Based upon Sales 1-5 provided by the critic | cannot assume that Sale 6 is
a sale that should be included in the graph.
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New Findings
* | have remove the February 15, 2008 sale

of Teel ' s Lake LLP frr
Graph.

| have not included any of the proposed
sales from the Critic as explained above.
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New Findings

During the course of the investigation |
found three missed sc¢
County

12/28/04; Sharp to Mobberley
12/29/04 Leager to Sharp
2/17/05 Mobberley to LHI Ashleigh Manor.

The sales appeared to include some
remaining development.
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New Findings

| have considered more recent sales

« Baynard to Schillinger, December 18, 2008.
(Route 304 near Rt 213) 241 Ac for $2,800,000;
unit price $11,597. | did not include it because of
the major grain storage and elevators and all but
a couple of development rights have been
remove. Mr . Schill i nger’
operate the Two Johns produce stand near Glen
Burnie.

 Not added.
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New Findings

e Queen Anne’ s County

e Claiborne Farms to Marion Wilson, 181.29
acres, $840,000; October 28, 2008 $4,633 per
acre. Not included, this is the surplus land plus
two homesite remaining of Claiborne Fields,
Centreville.

e David Pierce to Edward Crim, 126.33 acres,
$700,000; May 4, 2009 $5541 per acre. | could
not find any restrictions on the property. The
sale included two lots. | have added the sales Iin
Kent and Queen Anne’ s f ¢
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New Findings

eQueen Anne’ s County

 There are approximately 14 farms on the
market having more than 100 acres for
sale. Unlike the pricing for lots and houses
the asking prices for farms do not appear
to be dropping.

* In Kent County there are 11 farms on the
market, all are $1000 plus per acre higher
than the recent sales in Kent.
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New Findings

Kent County

There are four new farm sales that were not available at the time of
the report.

Goodley to Doughty, 278.35 acres, $2,071,000 on October 30, 2008
$7,440 per acre. Assessment records indicate 50% of the value is
In the buildings. | have not included this sale.

McDanolds to Grand View Holdings, 162.15 for $1,160,000 acres,
November 18, 2008 $7,153 per acre; no improvements. | have
added this sale to the graph

Crow to TCF Farms is waterfront and not included.

Oberink to Morgan Creek Farms (Inglesby), 121.5 acres, $950,000
March 19, 2009 $7,818 per acre. The property included house and
stables, assessment indicates the improvements are only 25% of
the total property value. The buyer has his own house nearby. |
have included this sale in the graph.
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Kent Versus Queen Anne's - Restricted Properties Removed

$16,000

W Queen Anne's Sales

$14,000

$12,000

Bl Kent Sales B
-~ Poly. (Queen Anne's Sales)

-~ Poly. (Kent Sales) .

$10,000

$8,000

Price Per Acre

$6,000

$4,000

$2,000 -

S0
Oct-85

Mar-97 Jul-88 Dec-99 Apr-01 Sep-02 Jan-04 May-05 Oct-06 Feb-08 Jul-09
Nata nf Qala
Kent Versus Queen Anne's Farmland Sales- Does Not Include MALPF Easement ReSales

Nov-10

$15.000

$14.000

$13,000

B Queen Anne's Sales 100+ Ac

$12.000

B Kent Sales 100+ Ac

—— Poly. (Queen Anne's Sales 100+ Ac)

$11.000

—— Poly. (Kent Sales 100+ Ac)

$10.000

$9.000

$8.000

$7.000

$6.000

$5,000

$4.000

$3,000
$2,000

$1,000

$0
Oct-95

T T T T T T T T T T

Mar-97 Jul-98 Dec-99 Apr-01 Sep-02 Jan-04 May-05 Oct-06 Feb-08 Jul-09
Date of Sale

Turner Study

Nov-10

48



Conclusion
e Queen Anne’ s County f
not increase 40% to 60% more than Kent
County Prices.

 The study demonstrates that from 1998
through the present the typical price per
acre Is vary close despite the differences
In both Counties.
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Conclusion

 Farmers will continue to keep their farms,
borrow against their farms, and expand
t helir operations I n |

Counties.
e As a result of this study it is my conclusion
that development pressure was not the

cause for the property value increases In
Queen Anne’' s County.
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Conclusion

* The conclusion was that the driving force
behind the rapid rise in farmland prices In
Queen Anne’s County
development. If residential development
was the driving force then the price per
acre I n Queen Anne’ s
risen far higher than the Kent County sales
from 2002 through 2006, but they rose at
about the same rate.
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Observations

Corn prices doubled from 2002 to 2008
Farmland prices doubled.

Capital Gains and 1031 Exchanges found
greater incentives to buy investment land.

Farmland experienced sharp increases in
acreage pricing across the US.

The percentage increases were similar
across the Country.
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Observations

e Your Gut Tells You That Farmland With
Development Potential Should Sell For More!

« How Can | Suggest That Is Not So?

* According to the National Agricultural Statistics
Service, 2007, there are 146,927 acres in
farmland 1 n Queen Anne’ ¢
farms.
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18,365 Dwelling Sites

e 146,927 acres divided by one unit per 8
acres equals = 146,927 / 8 = 18,365
potential dwelling sites.
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2004 & 2005 Perk Tests

eln 2004 and 1 n 2005 t
County Environmental Health Department
had over 1000 perk test applications and
cut them off each year.

* Prior to the these applications the prices of
lots were rising rapidly.

* By the spring of 2006, the number of
available lots had increased significantly.
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Over Supply

When you have too many lots on the
market the prices start to drop.

In 2005 the prices of lots on Kent Island
reached $250,000 for a single lot.

Today we are seeing lots sell for $90,000
to $125,000.

If you add more lots to the market you will
see more drops.
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Control Supply
e With 521 farms, and the 08-25 there are

still a possibility of 521 x 5 = 2,605 lots.
Enough supply for ten to twenty years.

* Result. Reduce the potential supply and
lot prices will rise sooner and higher.

Turner Study

58



Example from the Past

In 1984/85 the State of Maryland created the
Critical Area Ordinance, Land within 1000 feet of
the tidal waters.

Waterfront prices began to rise rapidly.

Waterfront lot prices and waterfront farmland
prices continue to rise today.

Subdivision of farmland and lots on the
waterfront are virtually done. Waterfront values
continue to rise.
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 Bennett Point inland farm tracts, with no
development permitted, of 20 to 50 acres
sell for $750,000.

Reduce the potential supply and the prices
will continue to rise.

Permit more development, make
development easy, and prices will drop.
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Developer Secret

 Over supply, easy development, and the
Developers can pay less for land.

e Short supply, as we had in 2002-2005
before the lots were developed, and the
farm owners, and lot owners will be paid
more for their land.
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Consider

My Grandmother said, take care of the

land, and the land will take care of you.

My economics teachers told me:
More Supply, lower values
Less Supply, higher values.
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Conclusion

e 08-25 will reduce supply and will not have
an adverse impact on farmland prices.

Turner Study

63



