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Buying & Developing Land in Santa Cruz County 
 
This article will explore the process of buying and building land in Santa 
Cruz County.  Much of this information will be the same for other 
counties in California, but it is intended primarily for people who are 
interested in buying and developing land into permitted residential use. 
 
The value of all real estate lies, ultimately, upon the land any 
improvements (e.g. buildings, roads, utilities) sit on.  It is a worthwhile 
exercise for anyone who is interested in real estate to explore the ways in 
which the land is used through zoning, building standards, development 
type, style, and more. 
 
Valuing the Land 
 
Prices for single-family residences in Santa Cruz county reached a 
median of around $760,000 in June of 2005.  If the value of the real 
estate is ultimately in the land (land cannot be depreciated on one’s 
taxes, whereas buildings held as investments can), it follows that the land 
value of that $760,000 is very high.  Typically, the Santa Cruz County 
assessor values the improvements as 60% of the value, with the land 
having 40% of the value. Therefore, the assessed value of that land is 
around $285,000 and the value of the improvements is about $428,000. 
 
The County Assessor’s estimation tends to be a bit divorced from market 
reality, however.  You’ve heard the stories of people buying a $750,000 
house and “scraping” it:  the house is demolished and removed, with a 
new one built in its place.  In this case, to the buyer, the land was worth 
$750,000 – 100% of the value – plus the demolition and disposal cost of 
the old structure(s). 
 
Given any piece of improved property, how do I as a Realtor® determine 
the value of the land beneath the improvements?  As a very rough 
estimate, just take the square footage and multiply it by the replacement 
cost (say, $200 per square foot, your mileage may vary) to get its value.  
A 2,000 square foot house at $200 a square foot comes to $400,000.  
Next, depreciate the value of the improvements.  The IRS allows property 
held for an investment to be depreciated over 27.5 years.  Using this rate, 
subtract $14,545 per year for each year since the improvements were 
new.  Assume the current economic age of the property is 20 years, that’s 
$290,000 or so; deducting that from $400,000 leaves the value of the 
improvements in this case as $110,000. 
 
If the $110,000 is considered to be the value of the improvements of a 
$750,000 property, that means the land is worth approximately 85% of 
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that amount, or about $640,000.  When that $750,000 house was 
scraped, really all that was lost was about $110,000 – again, plus 
demolition and disposal expenses. 
 
The IRS depreciation schedule does not truly reflect the value of the 
improvements over time, but it’s an interesting prism through which to 
look at the value of the improvements, and from that deduce the value of 
the land.  In the early months of 2005, the market value of improvements 
was running around 33% on average. Using June 2005’s median home 
price of $760,000 as an example, that would mean the land is worth, at 
the median, around $478,000. 
 
Consider this $478,000 to be the median value of a home site, regardless 
of the site of the parcel, whether 5000 feet or 50 acres.  When looking 
over the real estate market for vacant lots and land, keep this figure of 
$478,000 in mind. 
 
Selecting a Parcel 
 
It’s the American Dream to own a house – even better if it’s a custom one 
you’ve built (or had built) yourself.  In these high-tech times, most 
people go to the Internet to begin the search for their custom home site.  
Anyone can search land listings, through any of number of countless web 
sites.  
 
Many who pursue this American Dream are, ironically, dreaming, when 
they go to these web sites and search for land to buy and build on. This 
dream manifests itself in a high percentage of searches for cheap vacant 
land – land costing $200,000 and less.  If the median home site value is 
$478,000 – what will $200,000 buy you? 
 
Interestingly enough, $200,000 will buy you a piece of land that, 
according to the market, needs about $278,000 of development to reach 
the value of the median home price.  Where does that $278,000 show up?  
This is what you will need to pay to get the property into a condition in 
which it can be legally, permissibly, built upon. 
 
Imagine this $200,000 property.  At that price in today’s market, it’s 
more than likely this property is located in the San Lorenzo Valley, or one 
of the many other mountainous areas of Santa Cruz County.  Regardless 
of the parcel size – again, 5000 square feet or 50 acres – most land in 
this price range is going to be sloped.  A good portion of it will be so 
steeply sloped as to be considered “unusable” – the county won’t permit 
it to be developed.   
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A $200,000 property is likely to be nearly completely raw land – 
completely undeveloped.  It is unlikely that it has a well, or a septic 
system.  Quite possibly, the access to the parcel will need to be 
improved; that is to say, a road/driveway will need to be built or repaired.  
Roads are very expensive, especially when one considers that retaining 
walls and draining systems must be engineered and constructed.  Power 
may have to be brought in, at least a short way. 
 
Can it be built on? 
 
Little is known about this $200,000 parcel.  The first question any 
potential buyer is going to have is, can it be built on?  Almost certainly, 
the county’s zoning for the parcel will permit some form of development, 
and very often, that means a single-family residence – with, possibly, a 
detached guesthouse. Given that the zoning permits a house to be built 
on a parcel, does this mean it can be built on – is it buildable? 
 
The County of Santa Cruz does not usually say if a given parcel is 
buildable or not.  Rather, the county will approve a site plan. The plan will 
detail the access (including emergency vehicle access), water source, 
sanitation, house size and design – the list goes on. This site plan will 
need to be extensive, drafted by qualified, professional engineers and 
architects. Sound expensive? Don’t worry – it is.  Count on at least 
$10,000 in expenses for surveys, engineers, land use consultants, and 
other professional services. 
 
In addition to a detailed site plan, the county will require that the 
property pass a number of tests.  If there is to be a septic system, the 
parcel must pass a percolation test.  Soil tests must be performed to see 
if the land of the proposed building site is stable enough.  Geologic tests 
might be required on surrounding hillsides.  If the property lies in or just 
outside an earthquake fault zone, the county will require an elaborate 
test of the proposed building envelope – costing upwards of $20,000.  
Most parcels, however, are not in an active fault zone – but plenty are, 
especially those in the $200,000 price range. 
 
Assuming the property isn’t in a fault zone, the standard battery of soil, 
percolation, and geologic reporting will likely cost around $10,000 per 
home site.  There are many other types of tests and reports that could be 
required, for example, biotic (e.g. endangered salamanders) and 
archaeological.  A good ballpark figure for site tests and reports, then, 
should be around $15,000. 
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Development Costs 
 
What will all this development work cost?  Start with some ballpark 
figures.  Again, your mileage may vary. 
 
Well drilled:  $30 per foot 
Road Building:  $30 per square foot 
Power Lines:  $18 per foot, above ground 
 
At $30 per foot, a 600-foot deep well is going to cost around $18,000.  A 
short road, 100 yards long by 12 feet wide, will be $108,000.  The power 
and phone lines can be run down that same 100-yard driveway at $18 
per foot, or $5,400. There may be another $15,000 required for soil 
grading and retaining walls, to make a “flat” area for the building 
envelope. Figure around $20,000 for a septic system, and the 
improvements cost at this point comes to $166,400. 
 
Add it Up 
 
We’re almost done!  One last little thing:  county permit fees, $30,000. 
 
Professional Services $10,000 
Reports & Tests $15,000 
Improvement Costs $166,400 
County permit fees        $30,000 
 
Total Development Cost:   $221,400 
Land Purchase Price: $200,000 
Total Actual Cost: $421,400 
 
Median Land Price: $478,000 
 
You save: $57,000 
 
The question is:  have you really saved?  The one thing you can’t improve 
about the $200,000 parcel is its location.  It’s probably remote, quite 
possibly 20 or 30 minutes drive to “civilization.”  This fact weighs heavily 
against the property when it comes to value – eating up that $57,000 and 
possibly quite a bit more than that. Fortunately, other factors can offset 
the distance penalty; for instance, a lot of useable land, spectacular 
views, etc. – to the point where the property could now exceed the 
$478,000 median value, and you could now turn around and sell the 
property at a decent profit. 
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Financing the Purchase and Development 
 
To begin, consider your financing.  How much cash do you have?  Houses 
can be purchased with very little cash – 100% financing.  This is not 
possible with land.  Banks will loan on land that already has a well on it, 
and has electricity available at the lot line.  If the land does not meet at 
least this minimum requirement, it will be difficult getting a bank loan.  A 
hard money (private money) loan is possible, but these loans typically 
require even a higher down payment – perhaps 50%.  Another option is 
owner financing – the owner might take 25% cash down, with 75% of the 
purchase price held as a debt by you to the owner.  Therefore, at a bare 
minimum, a $200,000 piece of land will typically require at least $50,000 
in cash to buy. 
 
No matter the form of your loan – bank, private money, or owner 
financing – do not expect to get a low-low interest rate as you hear 
advertised for home mortgages.  Expect to pay a couple percentage 
points higher than a standard 30-year fixed home mortgage from a bank, 
a bit higher than that from the owner if he provides financing, and four or 
five percentage points higher still from a hard money lender.  For 
example, if a 30-year fixed-rate home mortgage is 6%, the bank might 
charge 8% for a land loan, the owner might charge 9%, and the hard 
money lender 13%. 
 
While you certainly want the lowest rate possible, be aware that this 
should all be planned as short-term debt.  You’ll want to pay off the land 
loan as soon as possible.  Before you do this, though, you will need to 
build a house on the land – finally! 
 
To build, you will likely require a construction loan.  Typically, you can 
get this loan from a bank – and if not, a private-money lender should be 
happy to loan the money to you – again, at a relatively high interest rate.  
But again, this too will be a short-term loan. 
 
After you have finished construction of the home on your property, you 
can refinance the entire property with a normal home mortgage.  If you 
are fortunate, your home will be appraised for a value higher than it has 
cost you to build – if so, you have made money!  If for some reason the 
home fails to appraise for the amount of debt you now owe on it, you will 
have to pay down some of that debt with your own cash, before the bank 
will refinance your debt. 
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Yurts, Mobile & Manufactured Homes 
 
There are some people who are not interested in building a traditional 
single-family residence on land – they would be happy to live more 
simply, in a yurt, mobile home, or manufactured/modular home.  Often 
times, this is seen as a way to save a lot of money, to own property yet 
live cheaply in an area of very high housing costs.  Is this possible? 
Indeed, it is possible…maybe not for a yurt, but the county will permit 
you to put a mobile home or manufactured/modular home on a parcel of 
land.  However, this does not exempt you from doing all of the 
preparatory work that a single-family residence would require.  You must 
still have a developed water source, sewage disposal system, proper 
access to the parcel for emergency vehicles, etc.  In short, developing 
with the intent of improving the land with one of these types of 
structures saves money only during the last phase (construction).  A 
$200,000 piece of property may still require that additional $150,000 to 
get it to the point where the county will grant a permit to inhabit your 
land. 
 
Where to begin? 
 
Once a parcel of land has been located, the first step is to take a trip to 
the Santa Cruz County’s GIS Web Site:  
 
http://gis.co.santa-cruz.ca.us/ 
 
This is an amazing tool, one that will tell you many things about 
any parcel of land in Santa Cruz County, given it’s Assessor’s Parcel 
Number (APN).  This number is in the format 000-000-00.  
Sometimes, you may see this number represented as 000-000-000.  
In this case, the 7th 0 should be ignored (the first 0 of the third 
series), e.g. 103-231-033 is really 103-231-33. 
 
Using the County’s Parcel Viewer web tool, you can see, among 
other things: 
 

• Parcel Shape 
• Parcel Size 
• Zoning 
• Aerial Photograph 
• Topographical Map 
• Earthquake Fault Zones 
• Groundwater recharge zones 
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The topographical map is interesting – it will tell you straight away if the 
parcel is steep or not.  Lots of lines packed closely together indicate a 
steep slope; widely spaced lines indicate flatter land. 
 
The aerial photograph is also interesting to see; it will show roads, 
building sites, trees, etc.  If all you see is a thick green canopy in the 
aerial photograph, you can imagine all the work ahead of you preparing 
the land to build on! 
 
If everything looks good on the county web site, get a disclosure packet 
from the seller.  The seller should have some kind of documentation – a 
transfer disclosure statement (although not required for vacant land), an 
old geologic or soil report, a survey map – something.  The disclosure 
packet may provide some key information that could sink the project, for 
instance:  there was a huge slide on the property, requiring perhaps 
$50,0000 in earthworks to rectify. 
 
Assuming the seller’s disclosures reveal no deal-breakers, the next step 
is to pay a visit to the county building.  The county building is on Ocean 
Street, at the corner of Water Street.  This is also the site of the county 
court house.  The 4th floor of the county building is where you’ll find the 
Planning and Zoning Department.  To speak with the good people there, 
try to get there early in the morning, between 8:30 and 10:30.  Bring the 
parcel number with you.  
 
Inform them that you’re interested in building on this property, and you 
want to know what information they can provide.  The county people will 
jump on their computers and check over the records, looking for red 
tags, permit applications, reports, etc.  They will usually give you this 
information, but will charge a small fee to print out the pages.  Bring 
some cash to pay for this. 
 
If nothing scary turns up from the county Planning and Zoning 
department, head on down to the 3rd floor to see the Department of 
Environmental Health.  If there is a well on the property, you can find out 
information about it here:  copies of the permit, well certifications, etc.  
You can also find septic records, if any, for the property.  If there are no 
well or septic records for the property you are researching, check the 
neighboring property records.  How deep are the wells nearby?  Are there 
permitted septic systems nearby?  If so, it’s likely this property will be 
able to have a similar septic system. 
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Making the Offer 
 
Once you have identified a property has having serious merit, and you 
have your financing lined up, the next step is to make an offer.  When 
making an offer, you will need to provide an earnest money deposit, 
typically 1% of the purchase price - $2,000 on a $200,000 purchase.  You 
will specify a period of time for escrow.  Vacant land purchases typically 
have long escrows – three months at least, quite often six or more.  Land 
that is sold with “plans and permits in place” can have short escrows – 30 
days or less. 
 
The Inspection Period 
 
However long the escrow period, a portion of that will be the 
investigation period.  The inspection period for vacant land will typically 
be a great percentage of the overall escrow length.  For example, if the 
escrow is 4 months (120 days) long, the inspection period may be 110 of 
those days.  This is the time which the buyer has to make sure the 
property will meet, or can be made to meet, county standards such that a 
house can be built on it.  
 
Hiring a Land Use Planner is a smart way to begin the inspection period.  
Land Use Planners are land use consultants – many of whom at one time 
worked in the county Planning and Zoning Department.  The consultant 
can go to the property, inspect it, and come up with a report, verbal or 
written, that informs the buyer what the issues are, the pros and the 
cons.  Sometimes, the land use planner will discover some aspect of the 
property that will make the project unviable.  Barring that, the land use 
planner will do just that – help you plan the use of the land. 
 
Having received a green light from the land use planner, the buyer will 
begin doing the tests and reports recommended by the land use planner.  
Typically, the buyer will be obliged to pay for any and all tests and 
reports, if the seller has not already done them.  The Fire Department can 
have a great deal of input into the project as well – be sure to arrange to 
meet out at the property with the fire marshal, if there is any kind of road 
to be built. 
 
Once the tests have been completed, the site plans can be finalized, such 
that they can be presented to the county.  Once the county approves of 
the site plan, you can begin building!   
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Subdividing 
 
Santa Cruz County is a small, quiet place – and the county government 
aims to keep it that way.  A key strategy is to keep the population density 
low, and that means big parcel sizes in the rural areas.  Many potential 
buyers of land are interested in buying a piece of land, developing it to an 
extent, and then splitting (or subdividing) the parcel to recoup some of 
their development costs.  This does happen from time to time, however, 
it is somewhat difficult to find land that can be split, and having found a 
parcel that is “splittable” – splitting it can be difficult.   
 
For example:  you have identified a 10 acre piece of land in an area of the 
county that has a 5 acre minimum parcel size.  By rights, this should be a 
splittable parcel, yes?  Not necessarily!  The County requires for a split 
that each parcel contain five “net useable acres.”  From the 10 acres, the 
county will subtract land that is dedicated to easements, land that is 
steeper than a 30% grade, land that is in the setback from a riparian zone 
(flowing water like a creek, river, etc.).  It may be that of the 10 acres, 
only 6 of them are considered “useable” – in this case, the county will not 
approve the split.  
 
The County has a tool to help determine if a parcel may be subdivided.  
This is called the “lot split matrix.”  This is a “points based” system that 
the county uses as a rough measure to see if there’s a chance a parcel 
can be split.  If you think a parcel may be splittable, talk to the folks at 
the Planning and Zoning counter and enquire about getting a lot split 
matrix. 
 
What if the lot split matrix looks good and, in this example, you do have 
five net useable acres per parcel?  Then a split may be possible.  You will 
need to hire professional surveyors and engineers to design a plan 
showing where the building sites will be, wells, septic systems, etc. for 
each parcel.  A land use planner will be of great help to you in this whole 
process.  The land use planner will help develop your site plan, which you 
will then take to the county.  The county will then approve or reject your 
plan.  In rejecting it, they may simply ask for some modifications to the 
plan. 
 
Conclusion 
 
Developing raw land in Santa Cruz County can is a challenging task for 
almost anyone. With great challenge comes great reward:  a beautiful, 
custom home tucked away in the gorgeous Santa Cruz mountains is a 
dream shared by many, and reachable by those with the heart, 
determination, and financial resources to get it done.   


