Power Lines and Property Values Revisited

by Jennifer M. Pitts and Thomas O. Jackson, PhD, MAT

his edition of “Environment and the Ap-
praiser” revisits an issue that has been extensively
studied but has recently received little atiention.
While issues concerning the health effects of electro-
magnetic fields are beyond the scope of this column,
the effects of power lines and perceptions of health
risks that can influence residential property valiies
in some situations are summarized here.

There are a number of intervening factors that
make generalizalions about such influences dif-
ficuit. Below is a summary of research [indings
from past studies as well as some recent research,
consisting ol market interviews focused on residen-
tial developments in the central California area. As
will be discussed, impacts are varied as are market
perceptions. The referenced literature is avaitable
from the Appraisal Institute’s Y. T, and Louise Lee
Lum Library.

Research

Over the years, the impact of high-voltage transmis-
sion lines (IIVTL) on the value of residential property
has been studied extensively. These impacts are not
easily measurable. Research shovws that the elfects
of HVTL on residential properties are varied and are
determined by five interplaying factors: proximity to
towers and lines; the view of towers and lines; the

type and size of HVTL structures; the appearance of
easementlandscaping; and surrounding tepography.
Many studies indicate that the HVTL have no sig-
nificant effect on residential property values.! More
recently, however, an increasing number of studies
do show a small diminution in value atiributable to
the close proximity of these lines.

‘When negative impacts are evident, studies re-
port an average discount of between 1% and 10% of
property value.? This diminution in value is atiribut-
able to the visual unaliractiveness of the lines, po-
tential health hazards, dismrbing sounds, and salety
concerns,” These impacts diminish as distance from
the line increases and disappear at a distance of 200
feetfrom the lines, Where views ol the lines and tow-
ers are completely unobstructed, negalive limpacts
can extend up to a quarter of a mile. If the HVTL
structures are at least partially screened from view
by trees, landscaping, or topography, any negalive
effecis are reduced considerably. Value diminulion
attributahble to tower line proximity is temporary and
usually decreases over lime, disappearing entirely
in4to 10 years.*

Research also has found that the negative im-
pacts on lots adjacent to or with a direct view of a
tower or pylon may be slightly greater than impacis
on lots further [rom the tower This is most likely
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because the visual obstruction from a tower is more
substantial than that from the lines themselves. The
value diminution on lots adjacent to or with direct
views on a tovwer may not decrease with time.?

A slover absorption rate and extended market-
ing period for residential properties adjacent to a
tower line right-of-way ave observed in some stud-
ies. Howerver, when the nearby lots are attractively
developed, the lots abutting a right-of-way will sell
more quickly.® Ithas also been found that higher-end
custom homes are generally more sensitive to the
negative impacts of HVTL than lower-end homes.’

While most research indicates that HVTL have
no significant impact or a slight negative impact on
residential properties, some studies have shown that
lots adjacent to or with views ofan HVTL right-of-way
actually sell for a premium over more distant lots.
This premium is most likely due to improved visual
clearance, increased privacy, and larger lot sizes.?

Recent Market Interviews

While academic and professional literature provide a
broad background of findings on the price clfects of
HVTL, brokers and appraisers can provide additional
perspective into current market conditions, In early
2007, interviews were conducted of local realtors and
appraisers in several central California communi-
ties: Discovery Bay near Brentwood, Summer Lake
near Oakley, and Sierra View in Roseville. HVTL
right-of-ways run through or near these residential
developments. Each realtor or appraiser was asked
a series of questions about their background, mar-
ket knowledge, and opinions ou the effects of these
high-voltage power lines.?

Approximately half of the realtors and apprais-
ers interviewed said they had not ebserved negative
impacts on either residential sale prices or days
on market due to the presence of the power lines.
According to these realtors and appraisers, major
factors affecting sale price and marketability of
residential properties include: location, the general
economy, interest rates, inventory, and neighbor-
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hood amenities. A local appraiser in Discovery Bay
commented thatthe presence of power lines “has not
deterred resicdential development in Discovery Bay
and surrounding areas” A realtor in Oukley agreed,
stating that “buyers are building and selling homes
near power lines in many areas of Calilornia, and
the power lines don’t seem te deter buyers”

The remaining realiors and appraisers inter-
viewed had observed negative impacts on homes
directly adjacent to a power line right-of-way. They
sald that on average, the indicated price discounts
ranged between 2% and 7% for adjacent homes. For
homes not directly adjacent but with a view of the
power lines, average price impacts were estimated
between 0% and 8%, depending on the view and
proximity to the lines, On average, hemes adjacent
to or with a view of the lines could anticipate an
increase of 0 to 60 days on the market. None of the
realtors or appraisers interviewed had observed any
negative impacts on residential properties in close
proximity to the lines, but without a direct view.

Many realtors and appraisers indicated that
price and marketability effects of HVTL depend on
the market conditions at the time of sale. The pres-
ence of power lines can be viewed as a negative
externality, Externalities, as defined in the Appraisal
Institute’s The Appraisal of Real Estate, 12 edition,
are “the use or physical attributes of properties
located near the subject property, or the economic
conditions thataffect the market in which the subject
property competes?i®

According to a broker active in Discovery Bay,
“the negative effects from the power line (and from
other negative externalities) are evident in a slow
market. When demand is strong, these effects dimin-
ish. The price effects depend on properly charac-

‘teristics and market conditions” Another realtor in

Toseville agreed, stating, “In a slow markel, homes
adjacent to a power line are harder to sell. These
homes are great investment opportunilies in a slow
markel, because any price effects diminish and may
disappear when the market picks up”
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The impact of the power lines on residential
property values may also be influenced by a buyer's
personal preference. Several realtors and appraisers
indicated that there might not be a market consensus
on the impacts of power lines because some buyers
may consider these power lines a nuisance and an
eyesore, while other buyers do not. A broker in Dis-
covery Bay stated, “personal preference may cause
some buyers to locate further from the power lines,
but the lines have caused no observable negative im-
pacts for the market in general” Another Discovery
Bay realtor stated, “external factors such as power
lines have less of an effect on lower-end homes than
on luxury properties”

Conclusion

Both the market interviews and academic literature
show that the impacts of power lines on residential
properties are varied and difficalt to measure. The
impacts from the power lines, as well as other nega-
tive externalities, depend on many factors, including
market condition, location, and personal preference,
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