
Estimating the Gross
Development Value
This is done by reviewing
comparable properties,

market studies, appraisals,
and other reliable data.

Calculating the Total
Development Cost

That includes ALL project costs,
from construction to design and

permits, marketing and sales, and
even contingency funds, financing,

and interest.

Be Accurate
Use up-to-date market data, confirm

cost estimates with professionals,
include all soft costs, and run

multiple scenarios to test different
market conditions.

While residual land value is a powerful method, it is highly sensitive to assumptions.
Here are some common pitfalls to avoid:

Sensitivity to minor
assumption changes

Ignoring timing Not considering
market comparables

Gross Development value is the value of the completed project, and Total Development Cost covers
everything it takes to bring it to market. Here are some items to keep in mind when determining RLV:

Gross Development Value - Total Development Cost = RLV

REAL ESTATE EXPLAINED

Residual Land Value

RLV can help estimate the maximum price you can pay for land while still meeting your projected
return assumptions. For developers, RLV can help align design, costs, and returns from the
beginning. For buyers, it can support smarter capital allocation and risk management. It’s calculated
as the potential project revenue minus all development costs. The formula is simple:

What is residual land value (RLV)?
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NO OFFER OR SOLICITATION: This is neither an offer to sell nor a solicitation of an offer to buy any security. An investment
in a Shopoff Fund involves a high degree of risk, including the possible loss of your investment, and is illiquid with an
uncertain liquidity date. Past performance and/or forward looking statements are not an assurance of future results. Securities
offered through Shopoff Securities, Inc. Member FINRA/SIPC. This material is for general educational purposes only and
should not be construed as legal, financial, or investment advice. Underwriting does not eliminate risk and projections may
not reflect actual future performance. For General Information Purposes Only.
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