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MEMORANDUM FI NDI NGS OF FACT AND CPI NI ON

GCEKE, Judge: Respondent determ ned a Federal estate tax
deficiency of $843,146 agai nst the Estate of Nora Kol czynski (the
estate). After concessions, the issue for decision is the val ue

of a tract known as Dawn Plantation (DP) which Nora Kol czynsk
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hel d at her death.! The parties disagree as to the highest and
best use of DP on the valuation date and the nethod to val ue DP
We hold that the highest and best use for DP was a m xed use of
recreation purposes and ti nber nmanagenent. W further hold that
the fair market value of DP on the valuation date was $4, 829, 252.

FI NDI NGS OF FACT
Sone of the facts have been stipulated and are so found.
The stipulation of facts is incorporated herein by this

r ef erence.

! The estate filed a sec. 2032A protective election with its
estate tax return. The estate has indicated its intent to
perfect this protective election by filing an additional notice
of election if we determ ne the value of DP to be greater than
the anobunt it asserted at trial. Respondent has indicated his
intent to deny any such attenpt. This dispute raises the
question of when the 60-day period begins to run for the estate
to file a notice of election, and turns on the phrase “as finally
determ ned” in sec. 20.2032A-8(b), Estate Tax Regs.

Specifically, respondent argues that the value finally determ ned
is his determnation in the notice of deficiency, and the estate
argues that it is this Court’s determ nation of the property’s
value. This issue will be addressed only if the estate files an
additional notice of election and respondent denies the estate’s
filing. An appropriate order will be issued addressing these
conti ngenci es.

Unl ess otherwi se indicated, all section references are to
the Internal Revenue Code in effect as of the date of decedent’s
death, and all Rule references are to the Tax Court Rul es of
Practi ce and Procedure.
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On July 8, 1999, Nora Kol czynski (decedent) died testate as
a resident of the State of New York. The executor had a nmailing
address at c/o John T. Catterson, Esq., Hauppauge, New YorKk,
11788, when the petition was filed. The executor’s actual
address is not in the record.
On the date of decedent’s death, she held, anong ot her
t hi ngs, 100-percent ownership of DP. Decedent’s interest was
reported by the estate on its Form 706, United States Estate (and
Cener ati on- Ski ppi ng Transfer) Tax Return. The date of death is
the valuation date in this case. The estate reported that the
val ue of DP on the valuation date was $4,378,013. The estate
al so nade a protective election on Schedule A-1, Section 2032A
Val uati on.

Dawn Pl antati on

DP is in Geenpond, Colleton County, South Carolina, in an
area known as ACE Basin. ACE is an acronymfor the Ashepoo,
Conbahee, and Edi sto Rivers, and ACE Basin includes about 350, 000
acres of land. ACE Basin is part of the South Carolina | oW ands,
and the rivers are affected by tidal changes. Because of ACE
Basin's location, it provides a notable ecosystem and the ACE
Basi n Comm ssion was founded to preserve ACE Basin in its natural
and pristine condition. Colleton County is in southeastern South
Carolina and is approximately 60 to 70 mles northwest from

Hilton Head, a resort and retirenment comunity.
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Col | eton County was ranked 21st in population growth in
South Carolina, with an 11. 3-percent increase during the period
1990 t hrough 2000. There are neither zoning nor use restrictions
in Colleton County.

The parties stipulate that DP conprises 2,095.12 acres. The
record establishes that the main tract is 1,931.30 acres, and the
five smaller tracts total 133.82 acres.? DP is north of U S
H ghway 17 and south of the Ashepoo R ver and is bisected east to
west by Clover Hi Il Road. DP features tinberlands, open fields,
access to a shallow branch of the Ashepoo River, and 226 acres of
what were historically rice fields. The rice fields have not
functi oned as such for decades and no | onger have dikes to
regul ate water flow fromtidal changes. DP is inhabited by an
array of wildlife including deer and mgratory water fow .

Procedural History

On Septenber 30, 2003, respondent issued a notice of
deficiency in which he determ ned a Federal estate tax deficiency
of $843,146. The deficiency included three increases to the
val ue of decedent’s taxable estate: (1) A $157,500 increase to
the fair market val ue of decedent’s residence; (2) a $1, 112,979
increase to the fair market value of DP (a total val ue of
$5, 490, 992); and (3) a $390, 315 increase for the disallowance of

executor’s conmm ssions and attorneys’ fees.

2The record does not explain the 30-acre discrepancy.
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The estate tinely petitioned the Court and chal |l enged each
adj ust nent respondent nade. The estate clains that the val ue of
DP is overstated on the estate tax return. The estate contends
t hat the value of DP was $4, 238,000 on the valuation date, which
is $140,013 less than it reported on the estate tax return.

The estate has since conceded the $157,500 increase to the
fair market val ue of decedent’s residence. The parties also
agree that the estate nay deduct 5 percent of the value of the
probate assets located in South Carolina as executor’s
commi ssi ons, New York executor’s conm ssions of $23,832, and
$277,750 for attorney’s fees. These deductions require paynent
of the correspondi ng anounts.

OPI NI ON

Section 2001 inposes a Federal tax “on the transfer of the
taxabl e estate of every decedent who is a citizen or resident of
the United States.” The value of a decedent’s gross estate
includes the fair market value of any interest the decedent held

in property. See secs. 2031(a), 2033; United States v.

Cartwright, 411 U S. 546, 551 (1973); sec. 20.2031-1(b), Estate
Tax Regs. Fair market value reflects the “price at which the
property woul d change hands between a willing buyer and a willing
seller, neither being under any conpulsion to buy or to sell and
bot h havi ng reasonabl e know edge of relevant facts.” Sec.

20. 2031-1(b), Estate Tax Regs.; United States v. Cartwight,
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supra at 551. Fair market value is an objective test that relies

on a hypothetical buyer and seller. See Estate of Bright v.

United States, 658 F.2d 999, 1005-1006 (5th Cr. 1981); Estate of

Andrews v. Conmm ssioner, 79 T.C. 938, 956 (1982).

A val uation analysis of property nust reflect the highest
and best use to which the property could be put on the rel evant

val uation date. Synington v. Commi ssioner, 87 T.C. 892, 896

(1986); Stanley Wrks & Subs. v. Conmm ssioner, 87 T.C. 389, 400

(1986). The highest and best use is a factual issue, Sym ngton

V. Conm ssioner, supra at 896; Skripak v. Conm ssioner, 84 T.C.

285, 320 (1985), in which we consider “‘[t]he realistic,

obj ective potential uses’”, Symngton v. Comm Sssioner, supra at

896-897 (quoting Stanley Wrks & Subs. v. Comm ssioner, supra at

400 (citing United States v. Meadow Brook d ub, 259 F.2d 41, 45

(2d Cr. 1958))). This determination is not affected by whether
the owner has or intends to put the property to such use.

Sym ngton v. Conmi Ssioner, supra at 897. | nst ead, we focus on

“The hi ghest and nost profitable use for which the property is
adapt abl e and needed or likely to be needed in the reasonably

near future”. dson v. United States, 292 U S. 246, 255-256

(1934) .
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The parties disagree as to the highest and best use and the
val uation nmethod to be applied. Both parties presented the
testinony of expert witnesses to support their respective
positions.

A. Burden of Proof

The estate argues that respondent’s notice of deficiency was
arbitrary, and the burden of proof should shift to respondent.
We do not find the notice of deficiency arbitrary. 1In addition,
we decide this case on the preponderance of the evidence, and our

analysis is not affected by the burden of proof. See Blodgett v.

Conmm ssi oner, 394 F. 3d 1030, 1035 (8th Gr. 2005), affg. T.C

Meno. 2003-212.
B. Experts

A witness that qualifies as an expert by know edge, skill,
experience, training, or education can give opinion testinony if
his special know edge will assist the Court in understanding the
evi dence or determning a fact at issue and if his opinion is
supported by sufficient facts and is based on reliable principles
and nethods that were applied reliably to the facts of the case.
See Fed. R Evid. 702. W are, however, not bound by expert
opi nions and nmay reach a deci sion based on our own anal ysis of

all the evidence in the record. Hel vering v. Natl. Grocery Co.,

304 U. S. 282, 295 (1938); Silverman v. Conm ssioner, 538 F.2d

927, 933 (2d Cr. 1976), affg. T.C. Meno. 1974-285; Estate of
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Newhouse v. Commi ssioner, 94 T.C 193, 217 (1990). Were experts

offer conflicting estimates of fair market val ue, we nust weigh
each estimate by analyzing the factors they used to arrive at

their conclusions. Silverman v. Conm ssioner, supra at 933;

Casey v. Comm ssioner, 38 T.C 357, 381 (1962); see also Estate

of Davis v. Comm ssioner, 110 T.C. 530, 538 (1998).

Each party offered expert testinony with respect to the
value of DP. The estate presented the testinony of Charles
M ddl eton (M. Mddleton), a South Carolina State-certified
general real estate appraiser. M. Mddleton’s report was
attached to the estate tax return, which was received into
evi dence. Respondent concedes that M. Mddleton is an expert in
appraising real estate. The Court, however, limted M.
M ddleton’s testinmony to that of a rebuttal w tness since the
estate failed to conply wwth the Court’s standing pretrial order
to identify himinits pretrial nmenorandumas a witness it
intended to call at trial.

The estate al so presented the testinony of Thomas Hartnett
(M. Hartnett), a South Carolina general real estate appraiser
and a certified real estate brokerage manager, as an expert in
| and valuation. M. Hartnett prepared an expert report in
accordance wth Rule 143(f), and the estate properly identified

himas a witness in its pretrial nmenorandum
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Respondent presented the testinony of Robert O Rear (M.
ORear). M. ORear has a B.S. in forestry and has taken at
| east two valuation classes. H's 30 years of work experience
i ncl ude appraising tinber, tinberland, cropland, and forest
pl antations. He prepared an expert report in accordance with
Rul e 143(f), and respondent identified M. O Rear as a witness in
his pretrial nmenmorandum M. O Rear’s professional training and
wor k experience qualify himas an expert to value DP for estate
t ax purposes.

Each party urges us to reject the other party’s expert’s
opi nions. W may, however, accept or reject the opinion of an
expert inits entirety, or we may be selective in the use of any

portion thereof. Estate of Davis v. Conm ssioner, supra at 538;

Parker v. Conm ssioner, 86 T.C. 547, 562 (1986); Buffalo Tool &

Die Manufacturing Co. v. Conm ssioner, 74 T.C. 441, 452 (1980).
Stated differently, we decide, as the trier of fact, the weight
af forded any witness’s testinony, and we are not conpelled to
accept any testinony even if it is uncontradicted. MGaw v.

Conmm ssi oner, 384 F.3d 965, 972 (8th Cr. 2004), affg. Butler v.

Conmi ssioner, T.C. Menp. 2002-314; Paul E. Kummer Realty Co. .

Comm ssi oner, 511 F.2d 313, 315 (8th Gr. 1975), affg. T.C. Meno.

1974- 44.
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C. Valuation Mthodol ogy and Hi ghest and Best Use

The parties’ disagreenment over DP' s value stens fromtwo
i ssues. First, what was the highest and best use to which DP
coul d have been put on the valuation date? Second, what nethod
shoul d be used to value DP? W note that the val uation nethod
petitioner urges us to apply and the nethod J. Richard Cox (M.
Cox), an attorney and C. P. A, used to determ ne the value of DP
that the estate reported on the estate tax return are different.
Gven this difference we will analyze the appraisals attached to
the estate tax return in addition to the reports of the experts
who testified.

1. The Estate Tax Return

M. Cox’ s report was attached to the estate tax return, but
he was deceased at the tine of trial. The valuation nethod M.
Cox used aggregated the tinber value and the I and value. A |land
appraisal by M. Mddleton and a tinber appraisal by Scott Pellum
(M. Pellum, a registered forester, were also attached to the
estate tax return.

a. Land Appr ai sal

To determ ne the highest and best use for DP, M. M ddl eton
considered four factors: (1) Physical possibility, (2) |egal
permssibility, (3) financial feasibility, and (4) maxi num
productivity (profitability). After considering these factors,

M. Mddl eton concluded that DP' s highest and best use was a
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m xed use of agriculture, including tinber, cow, and hog farm ng,
and recreation, including hunting.

To val ue DP, he used the sal es conparison approach (al so
referred to as the conparative sal es approach). A sales
conpari son approach relies on recent sal es of conparable
properties to determ ne the value of the subject property. M.
M ddl eton perfornmed two separate anal yses, one with respect to
the main tract and a second with respect to the five smaller
tracts.

In conparing DPs main tract to other tracts recently sold,
M. Mddl eton subtracted the value of any inprovenents, such as
t he value of a house or other erected structures, and the
nmer chantable tinber on DP. |In addition, he made adjustments for
the size, waterfront access, and l|location and the period between
the sale date and the valuation date. He identified sales of six
conparabl e properties to value DP s main tract; however, he
accorded greater weight to three given their geographic
simlarities to DP. M. Mddleton concluded that the val ue of
DP's |argest tract on the valuation date was $1, 275 per acre, for
a total value of $2,500,275 (1,961 acres x $1,275 per acre). He
rounded this to $2.5 million

To value the five separate small tracts he again identified
sal es of six conparable properties. Because each tract was

different in size and had different attri butes, such as road
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access, M. Mddleton grouped simlar tracts for valuation
purposes. Using the conparable properties with simlar
attributes, he determ ned the conbi ned value of the smaller
tracts was $226, 000 on the valuation date.

M. Mddleton calculated the total appraised | and val ue of

DP as foll ows:

Mai n tract value--1,961.3 acres $2, 500, 000
| mpr ovenent val ue 100, 000
Conmbi ned value of the five small tracts 226, 000
Tot al 2, 826, 000
Rounded to 2,825, 000

b. Ti mber Appr ai sal

M. Pellumdeterm ned the value of standing nerchantabl e
tinmber, and his report was attached to the estate tax return.
M. Pellumdid not testify at trial. In his report, M. Pellum
used stands to identify specific forested acres on DP and
determ ned the quality (pine sawti nber, chip-n-saw, pine
pul pwood, hardwood sawti nber, and hardwood pul pwood) and vol une
of the tinber in each stand. Using the Tinber Mart-South, South
Carolina Stunpage Prices, 2nd Quarter 1999, which provided per-
ton prices for different tinber qualities, he calcul ated the

val ue of the nerchantable tinber on DP's 1,481 forested acres.
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He determ ned, on the basis of these calcul ations, that the val ue
of the nerchantable tinber on DP was $2, 665, 992.3

C. Val ue Reported on the Estate Tax Return

M. Cox valued DP as a business, specifically a sole
proprietorship. M. Cox's valuation of DP relied on, anong ot her
things, M. Mddleton's |and appraisal and M. Pellum s tinber
appraisal. In his report, M. Cox stated: “Wiile it is sinple
to add the land value to the tinber value, such sinple addition
would result in a value determnation greatly in excess of the
true fair market value of the property.” M. Cox opined that
none of the tinber acreage tracts with a value of |less than
$1, 000 per acre should be harvested since cutting the tinber in
t hese areas would “result in tremendous decreases in val ue of
these and the i medi ately surroundi ng acreage.” Accordingly, he
decreased the total tinmber value by $225,729. This adjustnent
resulted in a tinber value of $2, 440, 263.

To determ ne the | and value M. Cox referenced three
di fferent nethods, one of which was M. Mddleton’s report.
However, M. Cox ultimately accepted a single nethod for the | and
value in his report. The nethod he used was based on the State
of South Carolina s assessed |and value of DP of $1,470,200. His
report indicates that the State’'s assessed val ue was

approxi mately 80 percent of the fair market value. He therefore

3The parties stipulated this was the correct val ue.
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concluded that the true fair market value of the |and was
$1, 837, 750 (%$1,470,200/.80). As aresult, M. Mddleton's |and
val ue played no role in the amount reported by the estate on the
Estate tax return.

Aggregating the adjusted tinber value of $2,440, 263, the

adj usted | and val ue of $1,837,750, and the $100, 000 val ue of the
i nprovenents on the land, as determned by M. Mddleton, M. Cox
concluded that the fair market value of DP was $4, 378, 013.

2. Respondent’s Val uation Method in the Notice of
Defi ci ency

In his notice of deficiency, respondent stated that the
val ue of DP was $5, 490,992 on the valuation date. This was
determ ned by aggregating the tinber value in M. Pellunms report
and the land value in M. Mddleton's report. This nethod
essentially disregarded any di scounts M. Cox had applied and
rejected M. Cox’s land val uation nethod.

M. O Rear concluded in his report that the highest and best
use that DP could have been put to on the valuation date was a
m xed use of recreation and agriculture. However, at trial he
opi ned that DP should be valued as tinberland since that was its
only profitable use on the valuation date. Accordingly, he
applied a sumati on approach to arrive at the value stated in the
noti ce of deficiency.

3. M. Hartnett's Val uati on Met hod

As stated above, the estate contends that the value of DP is
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| ess than the amobunt it reported on the estate tax return. The
estate offered the testinony of M. Hartnett to support this

| esser value. 1In determ ning the highest and best use he
considered the sane four criteria considered by M. M ddl eton:

(1) Physical feasibility, (2) legal permssibility, (3) financial
feasibility, and (4) maxi mum productivity. M. Hartnett

determ ned that the highest and best use that DP could have been
put to on the valuation date was m xed. He effectively concl uded
that recreation was the primary use and ti nber nanagenent was the
nmeans to cover naintenance expenses.

M. Hartnett then used a sal es conpari son approach to
determ ne the value of DP, which differed fromthe nethod M. Cox
enpl oyed. M. Hartnett identified sales of five conparable
properties and nmade adjustnents to the sale price of each for
differences in size, date of sale, physical characteristics,
| ocation, and tinber value. He also adjusted for inprovenents on
the properties. The tinber adjustnment was determ ned by
subtracting the per-acre tinber value of the property fromthe
per-acre value of the tinber on DP; the difference was then
multiplied by the property’ s total acreage. After applying the
i nprovenent and tinber adjustnments, the adjusted sale price was
determ ned and broken down to the per-acre sale price. Atine
adj ust mrent was next applied to the per-acre price of the

property. The anount of this adjustnent depended on the nunber
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of years between the property’ s date of sale and decedent’s date
of death. After applying the tine adjustnent, the per-acre sale
price was adjusted by the aggregate of the waterfront and size
adjustnents. The waterfront adjustnent was nmade by conparing the
wat er access of the conparable property with that of DP. M.
Hartnett nade positive and negative adjustnents for water access
where he thought appropriate. The size adjustnment took into
account a premumpaid for smaller parcels. The greater the
di fference between the acreage of DP and the conparabl e property,
the greater the anount of the adjustnent.

4. Hi ghest and Best Use Anal ysis

The estate’s position is that DP s highest and best use on
the valuation date was m xed--recreation supported by tinber
farm ng. Respondent contends that DP s hi ghest and best use on
the valuation date was as tinberland since tinber farm ng had
been the sole profitable activity of DP until decedent’s death.

We di sagree with respondent.
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We begin by noting that M. O Rear’s rebuttal report states:
“The current use is as a tinberland/ hunting plantation; and this
is the highest and best use of the property.” At trial, M.
O Rear expl ained that the best way to neasure both uses was to
value DP as tinberland since, until decedent’s death, that was
its sole profitable activity. Gven this apparent discrepancy,
we give little weight to M. O Rear’s testinony on the highest
and best use for DP
As stated previously, we focus on “The hi ghest and nobst

profitable use for which the property is adaptable and needed or

likely to be needed in the reasonably near future.” dson V.

United States, 292 U S. at 255-256 (enphasis added). Real

property may be adaptable for nmultiple uses that are profitable
in the reasonably near future. One such use may include |eaving
land in its natural and pristine state when considering the
supply and demand for simlar |and.

ACE Basin is an exceptional ecosystemw th many potenti al
recreational uses, and property in ACE Basin is often purchased
for those purposes. ACE Basin’'s attributes include diversified
wildlife, open fields, and standing tinber. Decedent used the
| and for recreational purposes such as hunting and horseback
riding. DP's standing tinber was cut only to assist in covering
t he expenses of mmintaining the property. There are no zoning or

use restrictions tolimt DP' s uses, but the record is devoid of
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evi dence indicating that DP could be used successfully for
commercial or residential developnent in the reasonably near
future. These facts, taken together, support a finding that the
hi ghest and best use for DP was a m xed use.

The testinmony of Lucas Carter (M. Carter), the curator of
DP, also indicates the highest and best use for DP was a m xed
use. M. Carter credibly testified that clear-cutting the
standing tinber on DP woul d have significant adverse effects, the
nost significant being that wildlife woul d seek refuge el sewhere.
When questioned about the period before such wildlife would
return, M. Carter estimated that it would likely take 15 to 20
years for the tinberland to regenerate before that woul d occur.
The loss of wldlife and standing tinber would clearly have a
negati ve effect on the recreational value of DP

After review ng the record, we conclude that both the
hypot heti cal buyer and seller having reasonabl e know edge of al
relevant facts would not disregard either the recreational or the
ti mberl and use. Accordingly, DP s highest and best use on the
val uation date was a m xed use of recreation and tinberland, with
sel ective tinber farm ng supporting the recreational val ue.

5. Val uati on Met hod Anal ysi s

The estate argues that a conparative sal es approach is the
proper nethod to value DP. Respondent, in contrast, contends

that a sunmmati on nmet hod should be used. The summti on net hod
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proposed by respondent aggregates the nerchantabl e tinber val ue,
the value of the |land w thout tinber and i nprovenents (the bare
| and val ue), and the value of any inprovenents. The |and val ue
conponent in the summati on nethod i s based on the conparative
sal es approach.

Respondent relies on Estate of Sturgis v. Conm ssioner, T.C

Meno. 1987-415, to support his position. The facts in Estate of
Sturgis indicate that both parties agreed that the highest and
best use of the Sturgis property was as tinberland, and each
expert had valued the Sturgis property by a standard net hodol ogy
t hat aggregated the values of the separate conponents. The |and
val uation analysis relied on by the Court took into consideration
accessibility for cutting the tinber, soil data, tinber data, and
shape.

We find respondent’s reliance on Estate of Sturgis is

m spl aced for three reasons. First, we are unpersuaded that M.
Pel lum s tinber valuation did not apply a clear-cutting approach.
M. Pellumdid not testify, and his report does not indicate
whet her he consi dered the negative effects of clear-cutting al

of the standing tinber on nore than 70 percent of DP s total
acreage (1,481 forested acres/2,095.12 total acres). Second,
none of the land valuations in this case, including M.

M ddl eton’s, considered tinber-related i ssues such as soil

quality, accessibility, and drainage as did the |and valuation
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relied on in Estate of Sturgis. Cear-cutting DP would

negatively affect a subsequent | and appraisal since the
recreational uses would be significantly dimnished. Third, the
historic use of DP was a m xed use of recreation supported by

ti mber managenent. Simlarly, the conparabl e properties
identified by the parties appear to have been sold for this use.
We believe that armis-length transactions provide a nore accurate
basis to value DP, conpared to a summati on of conponents as
proposed by respondent.

D. Val uati on

1. Conpar abl e Properties

M. Hartnett identified sales of five conparable properties.
Unlike M. Mddleton, he conpared those five properties with the
entire DP acreage. Since M. Hartnett gave greater weight to two
of these sales, we shall review those in detail.

The first sale was part of a section 1031 exchange in which
Bi rchwood Hol dings transferred 1,766 acres in Colleton County to
West vaco Corporation (collectively, the Birchwod sale), on
January 29, 1999. M. Hartnett alleged that the total sale price
was $3, 620, 000 because the purchaser transferred 2,344 acres of
land, with roughly $1, 370,000 of merchantable tinber, and
$2, 250, 000 of *“boot”.

The second sal e involved 447.75 acres in Colleton County,

known as the Wite House Plantation, on May 1, 1997. This tract
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was contiguous with DP and sold for $1.1 mllion. M. Hartnett
estimated that the values of the inprovenents and market abl e
ti mber were $150, 000 and $425, 000, respectively.

On the basis of the two principal sales of conparable
properties, M. Hartnett determ ned a per-acre value of $1,975
for DP, which totaled $4, 137,862 (2,095.12 acres x $1, 975/ acre).
He t hen added $100, 000 for the estimted val ue of al
i nprovenents to DP and concl uded that the estimated market val ue
of DP was $4, 237,862, which he rounded to $4, 238, 000.

Respondent contests the use of the Birchwood sale on the
basis that it was part of a section 1031 exchange and it was not
in the “prestigious ACE Basin”. Respondent argues that the
public records reveal that the total value of the property
transferred by the buyer was nore than the anobunt M. Hartnett
included in his report. W agree.

The facts regarding the Birchwood sale are insufficient for
us to use it as a conparable property because we do not know the
val ue of the 2,344 acres of land transferred by the purchaser.
M. Hartnett could provide only the value of the nerchantable
tinber thereon. @Gven this shortcom ng, we do not believe that
the Birchwood sale is rel evant.

In contrast, we find the Wiite House Plantation sale is
relevant. The White House Plantation is contiguous with DP, and

the sale occurred only about 2 years before decedent’s death.
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The main issue with this property is that it includes
significantly | ess acreage than DP. While valuation is

i nherently inprecise, we should limt this inexactitude by
relying on sales that require the fewest and snal | est

adj ustnents. Accordingly, this is the best avail able sal e of
conpar abl e property.

2. Adjustments to the Sale Price of the Wite House
Pl ant ati on

M. Hartnett nmade five adjustnents to the sale price of the
Wi te House Plantation which took into consideration the
distinctive characteristics of DP and the conparabl e property.

The adj ustnents he nade are sunmmarized in the foll ow ng table:

Wi t e House
Adj ust nent s Pl ant ati on
Sal e price $1, 100, 000
| npr ovenent (50, 000)
adj ust nent
Ti mber adj ust nent 1144, 625
Adj usted price 1, 194, 625
Per - acre val ue 2, 668
Ti me adj ust ment 2213
Per-acre value with 2,881
ti me adj ust nent
Wat er front -0-
adj ust nent

Si ze adj ust nent 3(1, 008)



Aggr egat e wat er (1,008)
front and size
adj ust nment s

Tot al adj usted per- 1,873
acre val ue

! Thi s adjustnment consists of the difference between

t he per-acre value of the tinber on DP ($1,273) and the
per-acre value of the tinber on the Wite House
Plantation ($950), nultiplied by the Wite Houses
Plantation’s 447.75 acres. M. Hartnett rounded to get
t hi s anount.

2Based on a tine adjustnent of 8 percent.

3 Based on a 35-percent size adjustnent.

After adjustnments, M. Hartnett determined in his report a per-
acre value of $1,873 for the White House Plantation. W shal
revi ew each adj ustnent.

a. | npr ovenment Adj ust nent

M. Hartnett decreased the Wite House Plantation sale price
by the anmount its inprovenents exceeded the inprovenents on DP
The White House Pl antation had inprovenents val ued at $150, 000.
Thus, M. Hartnett reduced the sale price by $50,000. W find
t hi s adj ust ment accept abl e.

b. Ti nber Adj ust nent

The tinber adjustnent M. Hartnett used increased the per-
acre value of the Wite House Plantation by the difference
bet ween the per-acre value of the tinber on DP and the per-acre
value of the tinber on the Wite House Plantation. Respondent
argues that this nethod does not account for the total value of

the tinber on DP. Respondent contends that the tinber adjustnent
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shoul d equal the excess of the value of the nerchantable tinber
on DP over the value of the tinber on the Wite House Plantation.
We di sagree with respondent.

W find that M. Hartnett’s adjustnment adequately accounts
for the greater value of the standing tinber on DP. W are
determ ning DP' s per-acre val ue using the conparabl e sales
approach, and adjusting the per-acre value is consistent with
this approach. Thus, we accept the amount of the adjustnent in
M. Hartnett’'s report.

C. Ti ne

The White House Pl antation sale occurred about 2-1/3 years
before the valuation date. M. Hartnett made a positive 8-
percent adjustnent to the per-acre value of the Wite House
Plantation for this difference. Respondent did not object to
this adjustnent, and we have no reason to reject this adjustnent.
Thus, we will apply an 8-percent tine adjustnent.

d. Si ze Adj ust ment

M. Hartnett made a 35-percent size adjustnent to the per-
acre sale price of the Wite House Plantation since it was about
one-fourth the size of DP. Respondent objects to the size of
t hi s adj ust nent.

Whil e we agree that sonme size adjustnent is appropriate, we
think that a 35-percent adjustnent was unduly large. |If the

facts had denonstrated the Wiite House Plantation was purchased
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for residential or comrercial devel opnent on account of its size,
then M. Hartnett’s 35-percent size adjustnment m ght have been
justified. Those facts are, however, not present. W therefore
apply a 20-percent size adjustnent.

e. Locati on Adj ust ment

M. Hartnett did not nake a | ocation adjustnment for the
White House Plantation. Since the Wiite House Plantation is
contiguous with DP, we find that no adjustnent is necessary.

3. The Val ue of DP

Taking into account the adjustnents descri bed above, we find
that the adjusted per-acre value of the Wite House Plantation is

$2, 305, as conputed in the followi ng chart:
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Wi t e House
Adj ust nent s Pl ant ati on
Sal e price $1, 100, 000
| npr ovenent (50, 000)
adj ust nent
Ti nber adj ust nent 144, 625
Adj usted price 1, 194, 625
Per - acre val ue 2,668
Ti me adj ust nent 213
Per-acre value with 2,881
ti me adj ust nent
Wat er f ront -0-
adj ust nent
Si ze adj ust nment (576)
Locati on adj ust nent - 0-
Tot al adj usted per- 2, 305

acre val ue
Applying this per-acre value using M. Harnett’s
met hodol ogy, we concl ude that the value of DP on the valuation
date was $4, 829, 252.

To reflect the foregoing,

An appropriate order wll

be issued.



