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SUMMARY 

The Department of Environmental Protection 

(Department) provides staff support to the Board 

of Trustees of the Internal Improvement Trust 

Fund for the acquisition of lands by the State.  It 

is our responsibility to routinely monitor these 

acquisitions and to perform audits as we deem 

necessary.  Six acquisitions were selected for audit 

based on our preliminary risk assessments.  The 

summary of our findings for the period January 1, 

2004, through June 30, 2006, is as follows: 

 Finding No. 1:  Documentation supporting 

the Babcock Ranch acquisition gave an 

appearance of influence of the appraisal 

amounts by the Department in the 

establishment of value estimates of contracted 

fee appraisers.   

 Finding No. 2:  In accepting a $2,100,000 

increase in the approved value for the Norfolk 

Southern acquisition, the Department relied 

on appraised values based on a hypothetical 

condition that was demonstrated in the 

appraisal reports to be unlikely to occur.  

Further, Department records should 

document consideration of the impact of the 

City of Jacksonville’s decision to pay an 

additional $5,116,000 for the property on the 

State’s decision to pay the entire maximum 

amount ($8,400,000). 

 Finding No. 3:  Inconsistencies and 

deficiencies in the highest and best use 

analyses and conclusions of appraisals for the 

Overstreet Ranch and Tiger Island 

acquisitions may have impacted the value 

estimates for those parcels.  

 Finding No. 4:  There was lack of 

documentation of the Department’s 

appropriate consideration of the prior sale, the 

value estimates in the appraisal reports, and 

the negotiation process of the Three Rivers 

acquisition. 

 
INTRODUCTION 

Acquisitions of lands by the State, other than for 
transportation and water management purposes, are 
generally made by the Board of Trustees of the 
Internal Improvement Trust Fund (Board of 
Trustees) utilizing staff of the Department of 
Environmental Protection (Department), Division of 
State Lands.  Chapters 253, 259, and 375, Florida 
Statutes, provide the authority, procedures, and 
funding mechanisms for the acquisition of real 
property by the State.  Board of Trustees Rule 18-1, 
Florida Administrative Code, prescribes additional 
State land acquisition procedures.  

Section 259.041(7)(b), Florida Statutes, requires that 
each parcel to be acquired shall have at least one 
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appraisal and that two appraisals are required when 
the estimated value of the parcel exceeds $500,000. 
Section 259.041(1), Florida Statutes, provides the 
Board of Trustees the authority to substitute other 
reasonably prudent procedures provided the public’s 
interest is reasonable protected.  The Board of 
Trustees, on June 22, 1999, approved an increase in 
the threshold in Section 259.041(7)(b), Florida 
Statutes, from $500,000 to  $1 million, pursuant to 
this authority.  Subsequent to June 22, 1999, the 
Department has required two appraisals when the 
estimated value of the parcel exceeds $1 million. 

Section 259.041(16), Florida Statutes, provides that 
we conduct audits of acquisitions and divestitures 
which we deem necessary, according to our 
preliminary assessments of Board-approved 
acquisitions and divestitures. 

During the audit period (January 1, 2004, through  

June 30, 2006), the Board of Trustees approved 76 
acquisitions, which included 171,178.75 acres 
(including conservation easement acquisitions with  
restrictions that limit the future use of the property) 
at a total purchase price of $631,699,759 (including 
conservation easement acquisitions of 49,384.32 
acres at a total purchase price of $52,014,273).  The 
Board of Trustees share of the purchase price for all 
of these acquisitions was $508,922,847.  Our audit 
included six acquisitions totaling 90,583.64 acres.  
The total purchase price of these acquisitions was 
$451,286,077, and the Board of Trustees share of the 
purchase price was $362,986,918.   

Details of the six acquisitions included in our audit 
are shown in the following table: 

Property 
(Project) 

Acquisition 
Partners 

Date of 
BOT 

Approval 

Closing 
Date 

Acreage 
(Final) 

Appraised 
Values 

Purchase 
Price 

(Final) 

Price 
per 

Acre 

Trustees 
Share of 
Purchase 

Price 
Three 
Rivers 
(Four 
Creeks 
Forest) 

St. Johns 
River Water 
Management 
District 

2/26/04 4/27/05 10,221.1 $26,100,000 
27,960,000 

$25,085,787 $2,454 $12,542,893 

Dressler 
(Tiger 
Island) 

N/A 9/21/04 11/30/04 74.3 1,900,000
1,600,000 

1,634,000 21,992 1,634,000 

Korman-
Seldin (FL 
1st 
Magnitude 
Springs) 

N/A 5/17/05 6/30/05 330.4 7,270,000
8,260,000 

7,847,000 23,750 7,847,000 

Norfolk 
Southern 
(NE FL 
Timber-
lands) 

City of 
Jacksonville 

9/07/05 6/30/06 1,651.69 7,000,000
10,000,000 

13,516,000 8,183 8,400,000(1) 

 

Babcock 
(Babcock 
Ranch) 

Lee County 11/22/05 7/31/06 73,239.17 390,150,000
394,695,000 

350,000,000   4,779 308,461,380 

Overstreet 
(Green 
Swamp) 

SW FL 
Water 
Management 
District 

5/16/06 5/31/06 5,066.98 56,000,000
57,100,000 

53,203,290 10,500 24,101,645 

 
(1)   The U. S. Navy paid $2,000,000 to the Board of Trustees to put a conservation easement on the subject property 
and the City of Jacksonville contributed the remaining $5,116,000.  Therefore, the Board of Trustees contribution of 
$8,400,000 was effectively reduced to $6,400,000.  
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FINDINGS AND RECOMMENDATIONS 

Finding No. 1: Appearance of Appraiser Influence 

BABCOCK RANCH 

The Babcock Ranch property was acquired pursuant 
to Section 259.1052, Florida Statutes (2006), which 
states that the goal of acquiring this property was 
sustaining the ecological and economic integrity of the 
property while allowing the business of the ranch to 
operate and prosper.  The Babcock Ranch property 
contained 73,239.17 acres composed of 78 percent 
uplands and 22 percent wetlands.  The property is 
located in Charlotte (67,618.81 acres) and Lee 
Counties (5,620.36 acres), and is approximately eight 
miles northeast of Ft. Myers.  Historic uses have 
included agriculture, mining, and ecotourism.  The 
property was purchased on July 31, 2006, at a final 
purchase price of $350,000,000.  The Department’s 
share of the purchase price was $308,461,380, and the 
Board of Trustees received title to the portion of 
property located in Charlotte County. Lee County 
contributed $41,538,620 and received title to the 
portion of the property located in Lee County.   

The Department contracted with two fee appraisers to 
prepare market value appraisals for this acquisition. 
One appraisal, dated July 2, 2004, had an appraised 
value of $460,000,000 and the other appraisal, dated 
August 11, 2004, had an appraised value of 
$450,000,000.  Updated appraisal reports were 
obtained from these same two appraisers in September 
2005 as a result of a portion of the transitional land 
acreage (an area having a more likely near term 
potential for development) being retained by the seller 
and not included in the acquisition.  The original 
appraisals included 19,890 acres of transitional land, 
and the updated appraisals contained approximately 
4,552 acres of transitional land.  Both sets of appraisals 
included 68,924.5 acres of agricultural land.  The 
updated appraisal reports included appraised values of 
$394,695,000 and $390,150,000.  The original 
appraisals valued the agricultural lands, comprising 
about 78 percent of the tract, at $3,500 per acre.  The 

updated appraisals, approximately one year later, 
indicated agricultural lands, comprising approximately 
94 percent of the tract, had increased in value to 
$5,000 per acre, or a 43 percent increase. 

Both of the original appraisal reports of the 
agricultural lands cited the same five comparable sales.   
After adjustments for location, size, zoning, and 
topography, indicated values ranged from $2,743 to 
$4,617 per acre in one report and from $2,859 to 
$5,051 per acre in the other report.  In the updated 
appraisal reports, those five sales were replaced with 
three different comparable sales. The three sales had 
adjusted unit price indications of $5,000, $5,015, and 
$6,056 per acre in one appraisal and $5,000, $6,218, 
and $6,541 per acre in the second appraisal, resulting 
in the value increase for the agricultural lands from 
$3,500 to $5,000 per acre in both appraisal reports.  
The review appraiser concluded that the two updated 
appraisal reports were acceptable and provided 
sufficient information to support their value 
conclusions.  

Our review of the Department’s acquisition files for 
the Babcock Ranch property disclosed an unsigned 
and undated document which indicated that the 
Department became concerned about the impact the 
reduction in transitional acreage (approximately 15,000 
acres) might have on the value of the remainder of the 
acquisition. Valuation scenarios in the document 
indicated that, at initial acreage values, the Department 
might not be able to meet the sellers “bottom line 
price” ($350,000,000) for the State/Lee County cost of 
the acquisition.  The document included calculations 
relative to the July 2004 appraisals and included the 
following statement:  “So we have a gap of $117.2M 
between the July 2004 appraisal and (the sellers) 
bottom line price.”  The document also stated, “Our 
challenge is how to meet his price with the appraisals.  
We can 1) update appraisals or 2) have the cabinet 
vote to purchase above appraised value.”  The 
document further stated that the seller “would rather 
we NOT pay above appraised value… he says he’ll get 
criticized for it….”  Under a section of the document 
titled PURPOSE OF UPDATE TO APPRAISAL the 
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document stated that “update appraisal addendums 
were requested from the two appraisers to better 
quantify the current value of the property the state is 
proposing to purchase.”   

This document appeared to summarize a plan of 
action to use the new appraisal reports to 
accommodate the seller’s price requirements and 
facilitate the remaining land acquisition.  As noted 
previously, the updated appraisals, approximately one 
year later, indicated agricultural lands had increased in 
value to $5,000 per acre, or a 43 percent increase. 

Five comparable sales included in the original appraisal 
reports ranged from 3,164 to 9,973 acres.  The 
appraisal reviews of these appraisal reports questioned 
the size of the comparables as compared to the subject 
property (73,239.17 acres).   In the updated appraisal 
reports, comparables of 3,092, 5,137, and 27,410 acres 
were used.  Both sets of appraisal reports contained 
discussion relative to the size differences between the 
comparables and the subject property.  However, our 
review indicated that there was an inadequate 
explanation in the reports as to the effect on the final 
value conclusions of the use of comparables 
significantly smaller in size than the subject property, 
creating uncertainty as to the validity of the final value 
conclusions contained in the appraisal reports. 

The contents of the unsigned and undated document 
in the Department’s acquisition files, coupled with the 
issue related to the size of the comparables used in the 
updated appraisal reports, creates, at a minimum, an 
appearance of influence of the appraisal amounts by 
the Department as it relates to the establishment of an 
appraised value and purchase price for the property. 

Recommendation:  The Department should 
assure that documentation in its acquisition files 
is dated and signed by the preparer.  Additionally, 
to avoid any appearance of influence on the 
appraisal amounts, the documentation should 
clearly show that any updates or appraisal 
addendums were based on value estimates made 
in an unbiased and independent environment by 
the fee appraisers.  

 

Follow-up to Management Response 

The Secretary, in his response to this finding, 
stated that the appraisers, in recognizing the 
much larger size of the Babcock Ranch property, 
did consider and apply an appropriate adjustment 
for size;  the review appraisers concerns about 
how the appraisers analyzed the sale data 
concerning size were adequately responded to by 
the appraisers; and the appraisers “conducted an 
in-depth analysis of the affect on the size of the 
sales in comparison to Babcock and reflected the 
market support in their value conclusions.”  He 
further stated that “Based on this information, the 
Department is of the opinion that the size of the 
sales was adequately addressed.”  However, the 
point of our finding was that the appraisal reports 
did not contain a sufficient explanation of how the 
smaller comparables, as compared to the subject 
property, affected their final value conclusions.   

As stated in our finding, both appraisal reports 
contained limited discussion relative to the size 
differences between the comparables and the 
subject property.  As to the size adjustment 
referred to by the Secretary, the support contained 
in the appraisal reports was a land sales chart 
which included a list of characteristics such as 
condition of sale, location, and size.  On the line 
item for size the appraisers ranked each of the 
comparable sales as inferior, similar, or superior.  
However, there was no discussion in either 
appraisal report explaining how these qualitative 
factors ultimately affected their final value 
conclusions.  Therefore, we remain of the opinion, 
that there was an inadequate explanation in the 
appraisal reports as to the effect on the final value 
conclusions of the use of comparables 
significantly smaller in size than the subject 
property. 

Finding No. 2: Use of Hypothetical Conditions 

NORFOLK SOUTHERN 

The Norfolk Southern acquisition consists of an 
irregularly shaped 1,651.69 acre tract of vacant land in 
west Duval County.  The property contains 27 percent 
uplands and 73 percent wetlands and is located 
adjacent to a Naval training facility.  The property has 
poor access as roadways, both on and off-site would 
need to be constructed before the property could be 
developed.  Many of the uplands are scattered and 
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would require the construction of roads across 
wetlands to provide access.  The Norfolk Southern 
property was purchased jointly by the State and the 
City of Jacksonville for $13,516,000, with the State 
paying $8,400,000 and receiving full title to the 
property. 

According to the appraisal reports, the property is 
negatively impacted by the Naval facility in the 
following ways: 1) An aviation easement prohibits any 
form of development encumbering 155.3 acres (63.33 
acres of the uplands); 2) Air Installation Compatible 
Use Zones (AICUZ) cover the majority of the 
developable land on the subject property, ensuring 
that development of surrounding land to air fields are 
compatible in terms of noise levels and accident 
potential inherent with airports; and 3) All of the 
developable land falls within high decibel noise impact 
zones.  As a result of the negative impacts of the 
Naval facility, the subject property cannot include 
residential development or other development 
involving higher concentrations of people and taller 
building heights.  

In May 2004, two fee appraisers prepared market value 
appraisals for the proposed Norfolk Southern 
acquisition.  The appraised values were $5,300,000 and 
$6,300,000, respectively.  Both appraisers appropriately 
deducted the cost of on-site and off-site road 
improvements, which would be required for the 
property to be developed.  No atypical limiting 
conditions or hypothetical conditions were utilized in 
these appraisals. 

On September 15, 2004, the City of Jacksonville (City) 
wrote a letter to the Department stating, "The City 
would, based upon review of area needs and available 
funding sources, agree to fund the extension of 
Chaffee/Pritchard Road through the Westlake 
Development of Regional Impact.”  The letter also 
said, "The City would, based upon review, also agree 
to fund additional off-site infrastructure, including the 
cost of extending Chaffee Road and associated utilities 
to the boundary of the proposed State acquisition, by 
way of direct obligation and or incentives, etc."  

The Department ordered two new appraisals, one of 
which was performed by one of the original 
appraisers.  Also, a consulting firm was asked by the 
Department to research the viability of the City's 
funding pledge.  In a letter dated December 20, 2004, 
which was included in one of the appraisal reports, the 
consulting firm reported that, in Duval County, 
funding for all roadway projects is typically conducted 
through the First Coast Metropolitan Planning 
Organization (FCMPO).  This organization had 
estimated the cost to construct the new 2-lane 
roadway (required for development) from Chaffee 
Road at Old Plank Road northward and eastward to 
Pritchard Road at $18.9 million.  The consultant’s 
letter stated that FCMPO’s recently completed 2030 
Long Range Transportation Plan indicated that there 
were no funds available for this project or $2.4 billion 
worth of other projects through 2030.  The letter 
further stated that one FCMPO member's assessment 
of the Mayor's letter was that “this commitment is not 
worth the paper it is written on.”  The consultant 
summarized, "It is my opinion that the herein 
referenced letter commitment of City funding for this 
private roadway project can not be substantiated."  

A Department e-mail stated that the City's letter “was 
given to both appraisers for them to see if what was 
said in the letter would be sufficient for them to 
change there value.  Both appraisers said that based on 
what the letter said, they would not change the value.” 

On January 18, 2005, the City amended the letter to 
say the City could obtain the funds to build the road 
from other sources such as issuing bonds or selling 
surplus property, but qualified that commitment by 
saying "just as the State cannot commit to purchase a 
piece without approval from the Board of Trustees of 
the Internal Improvement Trust Fund, the City cannot 
complete its commitment without approval from City 
Council."  

Based on comments in the latest appraisal reports, it 
appeared unrealistic to assume the City would issue 
bonds or sell surplus property to raise $18.9 million to 
build a new road through a neighborhood which is 
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sparsely populated and has historically experienced 
stable growth.  Both of the latest appraisal reports 
described the subject neighborhood as transitional in 
nature and only 25 percent built up.  Improvements 
consisted primarily of scattered industrial properties, 
homes on small acreage tracts, large acreage parcels 
and older homesteads.  The neighborhood is located 
eight miles west of the Jacksonville downtown 
business district.   

The appraisal, which was the basis for the final 
approved value, stated that an abundant supply of 
industrial land exists in Jacksonville in Westside 
Industrial Park, Westlake Development of Regional 
Impact (DRI), Jacksonville Trade Port, East Side 
Industrial Park, and various other industrial parks.  All 
of these parks have a large inventory of remaining 
industrial land to be sold.  Also, the available land in 
these parks is not adversely impacted by noise zones 
and accident protection zones.  The appraisal further 
stated, "It appears the subject land cutout is the least 
desirable land remaining in the Westlake DRI."  It 
consists of 435.36 acres of scattered uplands and 
1,216.33 acres of wetlands.  The Norfolk Southern 
acquisition is part of Westlake DRI, which is one of 
the oldest DRI's in the State of Florida.  Although it 
has been in existence since 1973, there are only three 
developed parcels in the entire DRI.   

The latest appraisals, initially received in December 
2004, were subsequently modified to include copies of 
the City's January 18, 2005, letter.  One appraiser’s 
value estimate increased from $6,300,000 in the 
previous report to $10,000,000, predicated on the 
"Limiting Condition" that the required road work 
would be funded by the City.  This appraisal report did 
not include the consulting firm’s December 20, 2004, 
letter.  A preliminary report submitted by the other 
appraiser (not one of the two original appraisers) 
indicated a value estimate of $6,100,000, which was 
comparable with the two original appraisals in May 
2004.  However, the value in the final report was 
$7,000,000, and the value was predicated on a 
"Hypothetical Condition" which stated, "We have 
appraised the subject property under the Hypothetical 

Condition that all off-site costs and on-site costs 
relating to the extension of Pritchard-Chaffee Road 
will be incurred by the City of Jacksonville, as pledged 
by the Office of the Mayor, via a letter dated January 
18, 2005."   

In setting the maximum price, Department staff within 
the Division of State Lands, in a memorandum dated 
February 24, 2005, stated that “Due to the significant 
divergence in values of more than 20%, I recommend 
the Division Director utilize the provision of Section 
18-1.006, F. A. C., whereby a maximum amount of 
120% of the lower approved value can be used as the 
recommended value for acquisition.”  The Division 
Director approved this request on March 2, 2005.  The 
final approved value of $8,400,000 was based on 120 
percent of the lower appraisal ($7,000,000).  However, 
if the approved value had been based on the market 
value of the appraisals without the hypothetical 
condition of the City providing off-site and on-site 
infrastructure, it would have been $6,300,000, or 
$2,100,000 less.  Considering the statements 
attributable to the FCMPO representative included in 
the consultant report requested by the Department 
concerning the commitment of funding contained in 
the City’s letter, it does not appear that the 
Department’s acceptance of the appraisal reports, 
which included value estimates predicated, in part, on 
the assumption that funding of the road project would 
occur, was appropriate.  Furthermore, the road project 
had not, as of July 2007, begun.  

Further, Department records did not document 
consideration of the impact of the City’s decision to 
pay an additional $5,116,000 for the property on the 
State’s decision to pay the entire maximum amount 
($8,400,000). 

Recommendation: The Department should 
review the support for any hypothetical conditions 
contained in appraisal reports and clearly 
evidence the basis relied upon in accepting 
appraisal reports that contain such conditions, 
particularly when evidence contained in the 
appraisal report clearly indicates that the 
hypothetical condition is unlikely to occur.  



SEPTEMBER 2007  REPORT NO. 2008-019 
  

Page 7 of 23 

Further, Department records should document 
consideration of the impact of the City’s decision 
to pay an additional $5,116,000 for the property on 
the State’s decision to pay the entire maximum 
amount ($8,400,000). 

Follow-up to Management Response 

The Secretary, in his response to this finding, 
stated that documentation and disclosure 
regarding the City of Jacksonville’s payment of an 
additional $5,116,000 above the state’s maximum 
approved value was in the Board of Trustee’s 
September 7, 2005, agenda item #7.  This agenda 
item did include a statement that the total 
purchase price to the seller was $13,516,000, that 
the State was purchasing property from the seller 
for $8,400,000, and described the funding sources 
for the $5,116,000 contribution by the City of 
Jacksonville.  However, the agenda item did not 
document consideration of the impact of the 
City’s decision to pay an additional $5,116,000 for 
the property on the State’s decision to pay the 
entire maximum amount ($8,400,000).  

With regard to the hypothetical conditions in the 
appraisal reports, the Secretary  referenced 
Standard Rule 1-2 of the Uniform Standards of 
Professional Appraisal Practice (USPAP) and 
stated that the provisions of this rule were 
appropriately used in full compliance with the 
cited rule and with a complete understanding by 
Department staff.  Standard Rule 1-2 provides for 
the use of a hypothetical condition only when 
such use meets specified criteria, including 
resulting in a credible analysis.  As indicated in 
the finding, use of the hypothetical condition 
(construction of a road) in question, despite clear 
and convincing evidence that the road would 
likely not be built (lack of a funding source in 
place or a commitment from the City) does not 
result in a credible analysis. 

Finding No. 3: Highest and Best Use 

OVERSTREET RANCH 

The Overstreet Ranch acquisition is a parcel within the 
large ongoing Green Swamp Project area designated as 
the Green Swamp Area of Critical State Concern. The 
Overstreet Ranch property contained 5,066.98 acres 
and had a maximum approved value of $57,100,000.   

The acquisition was a joint acquisition by the 
Southwest Florida Water Management District 
(SWFWMD) and the Department. Polk County 
contributed $5,000,000 toward the purchase price.  
The remaining cost was split equally between the 
SWFWMD and the Department, with each paying 
$24,101,645. 

The appraised values were $56,000,000 and 
$57,100,000. Both appraisals concluded that the 
subject’s highest and best use was for 750 one-acre 
estate-type rural conservation-oriented residential lots 
centered around the property’s recreational amenities.  
The 750-lot subdivision conclusion was based on the 
owner’s map depiction of the proposed development. 
One appraisal stated that the development could be 
constructed and sold out in four years, including one 
year for approvals and construction of infrastructure.  
The appraiser further stated that lots would retail in 
the $140,000 to $225,000 range, based on a 
conversation with a local broker and investigation of a 
similar development in South Carolina.  No local, 
regional, or statewide market evidence was presented 
in the appraisal report to support this opinion and 
there were no assurances or data to indicate that the 
South Carolina development had a similar location, 
topography, or other attributes similar to the subject 
property. 

The other appraisal similarly stated that the owner’s 
conceptual plan for a 750-lot high value, low density, 
residential development is the property’s highest and 
best use.  The appraisal stated that the Polk County 
Growth Management Director had written a letter 
indicating that the plan “would likely be permitted if 
all Polk County land use requirements were adhered 
to”.  However, the Department of Community Affairs 
would also be required to approve any land use plan 
amendment.  According to the appraisal, continued 
lime rock mining on portions of the property and 
continued agricultural use were eliminated as possible 
uses, leaving residential development as the only 
possible immediate use.  
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Standards Rule 1-3, Uniform Standards of 
Professional Appraisal Practice (USPAP) (2005), states 
that an appraiser must avoid making unsupported 
assumptions and premises about market area trends.  
An appraiser must also identify and analyze the effect 
on use and value of existing land use regulations and 
reasonably probable modifications of land use 
regulations.   

In the highest and best use analyses included in both 
appraisals, a proposed plan, one letter from a local 
official, and an analysis of a development in South 
Carolina were the basis of the highest and best use 
estimates.  There was no presentation in the appraisal 
reports of local or regional Florida data to directly 
support either appraisal’s analyses. 

TIGER ISLAND 

The Tiger Island acquisition is a low elevation, isolated 
vacant island with non-contiguous uplands 
interspersed with, and mostly surrounded by, saltwater 
marsh.    The island is located in Nassau County, 
approximately two miles west, northwest of Fort 
Clinch State Park, and three miles northwest of the 
City of Fernandina Beach. The only access to the 
island’s uplands is by boat at the south end of the 
island.  Such access would be subject to strong tidal 
currents. 

The island contains 74.3 acres, including 27.9 acres of 
uplands and 46.4 acres of wetlands, and had a 
maximum approved value of $1,900,000, based on the 
appraisal reports.  The Department purchased the 
property for $1,634,000 on November 30, 2004. 

The appraisals’ highest and best use analyses were 
reasonably thorough and provided convincing support 
against any type of residential development due to the 
isolated location, access limitations, uplands 
configuration, low elevation, potential for flooding by 
storm surge, wave action and high tides, as well as 
environmental and significant development 
considerations including many development 
requirements of local authorities relating to sewage 
treatment, fire safety, police and emergency medical 

personnel access, and solid waste disposal.  However, 
one appraisal’s highest and best use conclusion was 
speculative investment with anticipation for future 
residential development with an interim use for 
recreation, and the other appraisal’s highest and best 
use conclusion was some combination of limited 
residential development for a few vacation homes 
along with conservation/recreation.  The highest and 
best use conclusions appear to be inconsistent with 
many of the statements in the highest and best use 
analyses of the subject property that identified 
numerous physical, legal, logistical, and financial 
difficulties that would have likely discouraged and 
limited development. The residential highest and best 
use conclusions resulted in the use of comparable sales 
that had greater utility and potential for development 
than the subject property, which appeared to have very 
limited, if any, development potential.   

Furthermore, two of the four sales used as 
comparables in the valuation analyses of the appraisal 
with the higher value, which was the approved value 
for negotiations, had vehicular access and public 
electricity from the mainland.  It appears that these 
features should have disqualified these sales for 
comparison to the subject property in the sales 
comparison approach. 

Our review indicated that neither report adequately 
addressed differences between the comparable sales 
and the subject property, particularly relating to 
topography, development potential, available utilities, 
and units of comparison.  These deficiencies may have 
materially impacted the value conclusions. 

Recommendation: The Department should 
exercise greater oversight of appraisal reports to 
ensure that appraisers’ highest and best use 
analyses and conclusions, as well as valuation 
analyses, are accurate, thorough, reasonable, and 
supported by relevant market data. 

Follow-up to Management Response 

With regard to the Overstreet Ranch acquisition, 
the Secretary, in his response to this finding, 
stated that the subject was a large agricultural and 
mining parcel;  only agricultural tracts were used 
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in the sales comparison approach, the subject was 
zoned agricultural and sales analyzed had 
agricultural or rural zoning, and the valuation was 
not based on any change in zoning or land use 
and did not require approval from the Department 
of Community Affairs (DCA).  Given that both 
appraisers concluded that the subject’s highest 
and best use was for 750 one-acre estate-type rural 
conservation-oriented residential lots centered 
around the property’s recreational amenities, it is 
unclear why the appraisers would use agricultural 
and mining parcels to form value conclusions.  
Our review of the comparables disclosed that the 
parcels actually used were agricultural and mining 
parcels with development potential, consistent 
with the highest and best use conclusions.  
However, since the subject property was in an 
area of Critical State Concern, neither the highest 
and best use conclusions nor the selection of 
comparable parcels appears appropriate.  Further, 
while continued use of the land for agricultural 
and mining purposes would not require zoning 
changes and DCA approval, conversion of the 
property to residential lots, as considered in the 
highest and best use conclusions, would require 
re-zoning and a comprehensive plan amendment 
which requires approval by the state land 
planning agency (DCA) pursuant to Section 
163.3189(2)(a), Florida Statutes. 

The Secretary further stated that one of the 
appraisal reports did not include a feasibility 
analysis of a subdivision development, although it 
did contain a feasibility analysis on continuing 
and expanding the mining operation on-site.  The 
appraisal report referred to by the Secretary did 
address the continued lime rock mining on 
portions of the property and continued 
agricultural use; however, this appraiser 
eliminated both the mining and agricultural uses 
as possible uses, leaving residential development 
as the only possible immediate use. 

With regard to the Tiger Island acquisition, the 
Secretary, in his response to this finding, stated 
that “the audit report indicates that better 
comparable sales of islands were readily available 
at the time these reports were prepared, yet, none 
were presented in the finding.”  The only 
reference to comparable sales in this finding was 
that in one of the appraisal reports we were of the 
opinion that two of the comparable sales used 
should have been disqualified.  We did not 
suggest that better comparable sales of islands 
were readily available. 

Finding No. 4: Valuation and Negotiation 

Documentation 

The Four Creeks Forest (Three Rivers) acquisition is a 
large irregular-shaped timber tract that the State and 
the St. Johns River Water Management District 
(SJRWMD) purchased as a joint acquisition.  The 
tract, which includes saltwater tidal creeks feeding into 
the Nassau River, fronts on the south side of U.S. 
Highway A1A and is located north of Jacksonville 
between the towns of Callahan and Yulee.  An 
interchange of Interstate 95 is located approximately 
four miles east of the northeast corner of the subject 
property.  Over half of the subject property uplands is 
bisected horizontally by wetlands and creeks, which 
may have a negative impact on access to the southern 
portion because it may inhibit access to U.S. Highway 
A1A, thus forcing the access to the southwest which 
does not currently have direct access to a primary 
roadway.  Most of the frontage along the creeks 
consists of wetlands, which prohibit direct access to 
the creeks from the uplands.  There were only a few 
isolated locations on the subject property that afford 
direct access to open water.  This would limit the 
benefits of the recreational and scenic influence of 
these waterways to the uplands.  

The maximum approved value, based on appraisals 
obtained by the SJRWMD of the Four Creeks Forest 
acquisition, was determined to be $27,960,000.  The 
purchase price for the 10,221 acres deeded to the State 
was $25,085,787 and was split equally between the 
SJRWMD and the Department.  The closing took 
place on April 27, 2005.  

Valuation Concerns 

According to the appraisal reports dated November 
11, 2003, and February 4, 2004, both appraisers were 
aware of an existing contract for the purchase of the 
subject property, as well as 2,397 additional acres, 
referred to collectively as the parent tract, for 
$27,400,000.  The additional acres appeared to have 
the best development potential (located only 1.5 miles 
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from the Interstate 95 interchange with good access) 
compared to the subject property.    

Both appraisers listed the sale of the parent tract in the 
ownership history section in their reports.  However, 
based on the information in the appraisal reports, it 
did not appear that the appraisers gave adequate 
consideration or placed any weight on the seller’s 
contract price for the subject’s parent tract.  It 
appeared that the appraisers should have provided a 
thorough discussion of the contract, the acreage to be 
retained by the seller, and its relevance to the value of 
the subject property in the valuation section of their 
reports.  

One appraisal report stated that the highest and best 
use for the subject property was for mixed single 
family development with commercial elements at 
access points on State Road #200 or to be held for 
speculation, and the other appraisal report stated that 
the highest and best use was development in the near 
future for mixed use, multi-parcel development.  
However, due to the subject property’s large size, 
distribution of uplands and wetlands, access issues, 
and availability of competing development land, this 
appeared optimistic, especially for the southern half of 
the subject property.  

Our review also indicated that there was limited 
discussion of the comparable sales in the valuation 
analyses of these appraisal reports, which did not 
appear to fully reflect the superior nature of some of 
the sales compared to the subject property.  
Additionally, the appraisers’ adjustments appeared to 
present the subject property’s demand for 
development, water frontage/amenities, and access as 
being more favorable than may be justified.  They 
appeared to underemphasize the access problems of 
the southern half of the subject property and the fact 
that most of the water frontage on the subject 
property was bordered by extensive tree-covered 
wetlands. 

The higher of the two appraisals, which was the basis 
for the approved value, identified the subject property 
fronting on, and having access along, Edwards Road, 

which was incorrect.  The property adjacent to 
Edwards Road (1,560 acres located 1.5 miles from the 
I-95 interchange), which had favorable access and 
development potential, was retained by the seller.  This 
misinformation, which was not recognized by the 
review appraisers, may have impacted the appraiser’s 
value estimate. 

Based on our review of the analyses of the sales data 
in the appraisal reports and the value conclusions of 
the subject property, the approved value of the subject 
property may have been higher than the market data 
justified.  A greater percentage of the value of the 
parent tract would likely have been reflected in the 
value of the land retained by the seller, which had a 
superior location (closer to Interstate 95, with the 
southern portion containing extensive uplands directly 
fronting on the Nassau River), access, higher 
percentage of uplands on the larger north parcel, and 
greater development potential as compared to the 
subject property.   

Negotiation Documentation 

The acquisition and ownership agreement between the 
SJRWMD and the Department stated, “Once 
negotiations are complete the District shall provide 
DSL (Division of State Lands) with a written summary 
of all negotiations with the seller, including copies of 
written offers and counteroffers…  All negotiations 
shall comply with the provisions of Section 373.139, 
F.S. Chapter 40C-9, F.A.C. and all District Acquisition 
Procedures.  The District will maintain appropriate 
records for each acquisition.” 

Our review indicated that the negotiation 
documentation provided to us was incomplete and did 
not provide adequate support for the acquisition.  A 
summary of offers and one preliminary offer letter to 
the seller was provided, which represented the period 
of time up to the original purchase agreement that was 
approved by the Board of Trustees.  However, this 
documentation did not include any information 
concerning counteroffers.  Subsequent to the original 
purchase agreement, two amendments were made that 
included material changes to the price and acreage.  
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However, although requested, we were not provided 
documentation of the negotiations between the seller 
and the District regarding the decrease in price and 
acreage that occurred between the original agreement 
and the final agreement.  

Recommendation: The Department should 
ensure that appraisals adequately document 
consideration of prior subject sales and the value 
of land retained by the seller in negotiating the 
price for the subject property.  The Department 
should be more diligent in reviewing appraisal 
and review appraiser reports to ensure that the 
appraisal reports are properly prepared and 
documented. Also, the Department and any joint 
acquisition participants should comply with terms 
of the joint acquisition agreements concerning 
documentation of the negotiation process. 

Follow-up to Management Response 

The Secretary, in his response to this finding, 
stated that the Four Creeks Forest property was 
only under contract to purchase at the time of the 
appraisals and the seller did not disclose the 
contract price, precluding an evaluation of the 
transaction and value of the land.  However, both 
appraisers referred to the contract in the 
ownership history sections of the appraisal reports 
and identified contract prices and acreages that 
were provided to them by a Department 
employee.  Both appraisal reports indicated that 
the contracted information had been provided to 
the Department employee by one of the parties to 
the contract.  Despite this information, no 
consideration was given to the existence of the 
contract in the valuation sections of the appraisal 
reports.  While the contract may not have 
ultimately proved useful in the determination of 
the fair market value of the Four Creeks Forest 
property, the valuation sections of the appraisal 
reports should have discussed whether or not the 
contract impacted the value conclusions and the 
basis for such determination. 

The Secretary further stated that “The audit goes 
on to point to other factors that might indicate 
that the appraisers’ final estimates of value were 
too high.  In suggesting that the appraised values 
are high, these auditor opinions appear to favor 
advocacy for a buyer, that is, the need to buy at 
the lowest possible price.” We noted in our 
finding that the value estimates in the appraisal 
reports may have been higher than the market 

data justified and, therefore, may not have 
adequately reflected fair market value.  While the 
State may have an interest in acquiring land at the 
lowest possible costs to the taxpayer, the purpose 
of an appraisal, and the point of our finding, is a 
properly documented estimate of fair market 
value.  We did not suggest basing an appraisal on 
a need to buy at the lowest possible price as stated 
by the Secretary in his response. 

SCOPE AND OBJECTIVES 

The audit was conducted in accordance with 
applicable standards contained in Generally Accepted 
Government Auditing Standards issued by the Comptroller 
General of the United States.  Our audit objectives 
were: 

 To document our understanding of management 
controls relevant to the acquisition and appraisal 
of properties acquired by the state.   

 To evaluate management’s performance in 
administering its assigned responsibilities in 
accordance with applicable laws, administrative 
rules and other guidelines.   

 To determine the extent to which the 
Department's management controls promote and 
encourage the achievement of management's 
control objectives in the categories of compliance 
with controlling laws, administrative rules, and 
other guidelines; the economic and efficient 
operation of State government; the reliability of 
financial records and reports; and the safeguarding 
of assets.    

 To identify recommended statutory and fiscal 
changes that may be included in the audit report 
and subsequently reported to the Legislature 
pursuant to Section 11.45(7)(h), Florida Statutes.   
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This audit was conducted by Mark Hesoun.  Please address inquiries regarding this report to James M. Dwyer, 
CPA, Audit Manager, via e-mail at jimdwyer@aud.state.fl.us or by telephone at (850) 487-9031. 

This report, and other audit reports prepared by the Auditor General, can be obtained on our Web site at 
http://www.myflorida.com/audgen; by telephone at (850) 487-9024; or by mail at G74 Claude Pepper 
Building, 111 West Madison Street, Tallahassee, Florida  32399-1450. 

METHODOLOGY 

The methodology used to develop the findings in this 
report included the examination of pertinent records 
associated with land acquisitions by the Department.  

Our audit included examinations of various 
transactions (as well as events and conditions) 
occurring during the period January 1, 2004, through 
June 30, 2006.   

AUTHORITY 

Pursuant to the provisions of Section 11.45, Florida 
Statutes, I have directed that this report be prepared to 
present the results of our operational audit. 

 

William O. Monroe, CPA  
Auditor General 

 

 

 

 

 

 

 

 

 

 

 

 

MANAGEMENT RESPONSE 

In a letter dated September 18, 2007, the Secretary 
provided responses to our preliminary and tentative 
findings.  This letter is included in this report as 
Appendix A. 
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 APPENDIX A 
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