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Appraisal Operational Manual

This Appraisal Manual providesthe guidanceto prepare and
review appraisal reportsunder lowa Eminent Domain Law.

THE UNIFORM ACT and USPAP

In lowa, Certified and Associate Real Property Appraisers (Generd and Residential)
who provide eminent domain appraisal services, are required to comply with the
Uniform Standards of Professional Appraisal Practice (USPAP), the Uniform Relocation
Assstance and Rea Property Acquisition Regulations for Federa and Federally
Assisted Programs (Uniform Act), the lowa Constitution, $atutory and case law and
state administrative law and policy.

The Uniform Relocation Assistance and Real Property Acquisition Policies Act of
1970 (Uniform Act) 42 U.S.C. 4601-4655, implemented at 49 CFR 24.302.

The Federa Uniform Act applies to al programs or projects that are undertaken by
Federal Agencies or with Federa financial assistance, and, which require the acquisition
of real property or which cause the displacement of any person.

The State of lowa has codified the Federal Uniform Act so that in lowa the Federal
Uniform Act procedural standards for eminent domain appraisals are aso the State of
lowa s procedura standards. It references the Federal Uniform Act of 1970, as amended,
which is aso known as Public Law 91-646 asimplemented in 49 CFR 24.102, 24.103(3)
and 24.105.

Chapter 543D of the lowa Code, Red Estate Appraisals and Appraisers, applies to
general commercial market USPAP appraisals and to lowa eminent domain appraisals,
all of which must comply with the appraisal standards contained in the lowa
Congtitution, statutes, judicial (case) law and this manual.

+« Only those eminent domain appraisals which comply with lowa eminent
domain law and this manua may be approved by a Certified Generd Redl
Property Appraiser.

+» Certified General Real Property Appraisers are responsible to idertify and
comply with required lowa eminent domain appraisal standards in the
performance of an eminent domain appraisal.



The purpose of the Uniform Relocation Assistance and Rea Property Acquisition
Policies Act of 1970, as amended, is. “To provide for uniform and equitable treatment
of persons displaced from their homes, businesses and firms by Federal and federally-
assisted programs and to establish uniform and equitable land acquisition policies for
Federa and federally-assisted programs.”

Shortly after the Uniform Act became law, the Uniform Appraisal Standards for Federa
Land Acquisitions (yellow book) was developed by the Department of Justice to
establish appraisal standards for Federal eminent domain acquisitionsonly.

Uniform Act regulations are written to reflect the needs for wide range appraisa
standards for Federdly funded eminent domain appraisals to which USPAP appraisa
standards cannot be applied.

For al lowaeminent domain Appraisals the mandatory appraisal requirements are the:

)/
L X4

lowa Constitution, Article |, Section 18

Code of lowa, Chapters 6A, 6B and 316 and other eminent domain statutes
lowa Supreme Court interpretations of lowa Congtitution and eminent
domain statutes

Regulations 761, IAC 111

+» Federal Uniform Act and Regulatiors, 49CFR, part 24

K/
L X4

X3

S

K/
A X4

Guidance can be found at:

)/
L X4

The lowa Department of Transportation Appraisal Policy and Procedure
Manual

« TheAppraisa Guide (FHWA)

+« Uniform Standards for Federal Land Acquisition

s USPAP

Title XI of the Financial Institutions Reform, Recovery, and Enforcement Act of 1989
(FIRREA) Public Law 101-73, 103 Stat 183, 511 August 9, 1989.

Title XI requires the establishment of State Programs for the licensing and certification
of appraisers peforming appraisals for federally related transactions under the
jurisdiction of Federal financia institution regulatory agencies.

“Federally related transactions'—The term means any red estate-related financial
transaction which:

+ Federal financial ingtitutions regulatory agency or the Resolution Trust
Corporation engages in, contracts for, or regulates; and

¢ Requiresthe services of an appraiser.



The FIRREA is not by its terms directly applicable to the acquisition of real property for
Federd and federaly asssted projects. Regulations implementing the Uniform Act
contain appraisal criteria, in 49 CFR 24.103, that are applicable to such acquisitions.

The Uniform Standards of Professional Appraisal Practice (USPAP)

The Appraisal Standards Board of the Appraisal Foundation adopted USPAP on January
30, 1989. USPAP is the generally accepted and recognized standard for appraisal
practice in the United States.

Over the years USPAP has evolved as a document in content, form and organizational
structure. It isawork in progress and, as such, may be altered, amended, supplemented,
etc., in accordance with established procedures.

USPAP requires that 1owa certified appraisers comply with the Federal Uniform Act and
lowa eminent domain statutory law as interpreted by the lowa Supreme Court and
appraisal policies of the state as implemented by the lowa Administrative Code (IAC)
and published appraisal standards contained in the lowa Department of Transportation
Appraisa Policy and Procedure Manual (this publication).

USPAP appraisal standards that are contrary to lowa eminent domain law and policy are
void and of no force and effect in an eminent domain appraisal assignment by operation
of lowa law as stated in the USPAP “Jurisdictional Exception” and/or “ Supplemental
Standards’ Rules and comments.

» Jurisdictional Exception Rule
The 2003 Edition of USPAP defines Jurisdictional Exception as:

“An assignment condition that voids the force of a part or parts of USPAP, when
compliance with part or parts of USPAP is contrary to law or public policy applicable to
the assignment.”

Standards Rule 1-4(f) requires appraisers to anadyze the effect, if any, of
anticipated public improvements, located on or off dte, to the extent that market
actions reflect such anticipated improvements as of the effective appraisal date.

Article 1, section 18 of the lowa Congtitution prohibits consideration of
increases or decreases in a property’s vaue caused by the project. It specificaly
states “shall not take into consideration any advantages that may result to said
owner on account of the improvement for which it is taken”.

Within the appraisal report, the appraiser is required to identify this Jurisdictional
Exception and cite the lega authority justifying the action.



> Supplemental Standards
The 2003 Edition of USPAP defines Supplemental Standards as:
“Requirements issued by government agencies, government sponsored enterprises, or
other entities that establish public policy which add to the purpose, intent and content of
the requirements in USPAP, that have a materiad effect on the development and
reporting of assignment results.”
lowa eminent domain laws (implemented in lowa Administrative Code) and this
Appraisal Policy and Procedure Manual are supplemental standards that lowa certified
appraisers must comply with, in addition to the requirements set forth by USPAP.
Examples include, but are not limited to:

= All appraisal reports are written reports with no ora reports allowed.

= All lowaappraisa forms used in the development of the appraisal. All applicable
forms are located in the Appendix of this manual.

=  The appraiser must offer the owner, or the owner’ s representative, an opportunity
to accompany the appraiser on the inspection of the subject property.

= A five-year saleshistory of the subject property.

= Photographs of the property, including the area to be acquired on partial
acquisitions.

= Partid acquisitions.
= Sketches of each improvement to be acquired.

=  Statutory requirement to pay cost of future maintenance for extended driveways
at the rate of $20 per lined foot.

= Agricultural fence will be paid administratively and not considered in the
gppraisa.
Appraisal Reporting

USPAP Standard 2 addresses reporting the results of a real property appraisal and that
the gppraiser must communicate each analysis, opinion and conclusion in a manner that
is not mideading.



Standards Rule 2-2 states that the written appraisal report be a Self-Contained Appraisal
Report, Summary Appraisa Report or Restricted Use Appraisal Report. The essentia
difference among the three options is in the content and leve of information provided.

The level of detall in the presentation of information in each type of report is an
important factor. The terms “describe” “summarize’” and “state” are often used to
differentiate the levels of detail required in the Self-Contained Appraisal, the Summary
Appraisa and the Restricted Use Appraisals, respectively.

The Uniform Act addresses criteria for appraisalsin 49 CFR-24.103(a). It states that the
format and level of documentation for an appraisal depend on the complexity of the
appraisal problem. A “Detailed Appraisal” shall reflect nationally recognized appraisal
standards and must contain sufficient documentation to support the appraiser’s opinion
of vaue.

For those uncomplicated acquisitions that require an appraisal, the DOT has adopted a
“Vdue Finding” format. This reporting format is used for simple partia acquisitions
when the damages to the remainder are non-existent or are relatively minor, are easily
measured or explained, or are measurable by cost-to-cure. This type of report does not
express before and after values, but rather indicates the compensation due the property
owner.

The DOT accepts a “Fannie Mag”’ type of residentia format, which is used to vaue
acquisitions of residential properties.

The three types of appraisals require the value conclusionsin all three appraisal formats
to be supported by the devel opment and reporting of relevant market information, rather
than distinguishing between complete and limited appraisals by the use or non-use of
departures.

For purposes of lowa eminent domain appraisa reporting, USPAP's “Summary
Appraisal Report” with the Supplemental Standards cited earlier equates to lowa DOT's
“Detailed Appraisal”, “Value Finding” and “Fannie Mag’ reporting formats.

Appraisal Review

USPAP Standard 3 addresses the appraisal review function. It states that an appraiser
acting as a reviewer must develop and report a credible opinion as to the quality of
another appraiser’s work and must clearly disclose the scope of work performed in the
assignment.

It further states that the reviewer's opinion about quality must encompass the
completeness, adequacy, relevance, appropriateness and reasonableness of the work
under review. The gppraisal review function may or may not include the development of
an opinion of value about the real property of the work under review.



The Uniform Act addresses criteria for the review of appraisals in 49 CFR-24.104, and
recognizes that appraisal review is a speciaized area of appraisal practice. It states that a
qualified review appraiser shal examine the presentation and analysis of market
information in all appraisals to assure they meet appraisal requirements of the Uniform
Act and support the appraiser’ s opinion of value.

In addition to complying with USPAP Standard 3, the eminent domain review
appraiser’s responshilities include:

Rejecting, accepting or approving (staff review appraiser) or recommending
approva of (fee review appraiser) an estimate of just compensation, which
cannot be less than the approved appraisal.

Assuring the appraisal report was completed in accordance with State law.

Assuring the appraisal report was completed in accordance with the lowa DOT
Appraisal Operationd Manua (this manual).

Requesting and obtaining from the appraiser any needed corrections or revisons
to adeficient appraisa report.

Asauring each appraisa report is independently acceptable and there is
consistency throughout the project area.

If the review appraiser is unable to approve an appraisa as an adequate basis for the
establishment of the offer of just compensation, he/she may develop an independent
estimate of value if there is no other practica way to resolve an unacceptable appraisal
or appraisals.

When the review appraiser establishes an independent value conclusion in lieu of
approving the value conclusion of a submitted appraisal report, he/she becomes the
appraiser, but no subsequent independent appraisa review is required.



STATEMENT OF PROPERTY OWNERS' RIGHTS

It isimportant that the appraiser be aware of information that is distributed to property
owners who may be impacted by highway projectsin the State of lowa. This

information is routinely distributed at the various public meetings conducted by the lowa
Department of Transportation prior to the appraiser’ s first contact with the owner.

lowa Code, Section 6B.2A, mandates that acquiring agencies provide a statement of
rights to owners of record who may have al or part of their property acquired by
condemnation. The lowa Attorney General has adopted the following statement.

Property owners have the right to:

1. Receivejust compensation for the taking of property. (lowa Congtitution, Articlel,
Section 18)

2. An offer to purchase, which may not be less than the lowest appraisal of the fair
market value of the property. (Ilowa Code Sections 6B.45 and 6B.54)

3. Receive acopy of the appraisal, if an appraisa is required, upon which the acquiring
agency’ s determination of just compensation is based not less than 10 days before
being contacted by the acquiring agency’ s acquisition agent. (Iowa Code Section
6B.45)

4. An opportunity to accompany at least one appraiser of the acquiring agency who
appraises the property when an appraisa isrequired. (lowa Code Section 6B.54)

5. Participate in good faith negotiations with the acquiring agency before the acquiring
agency begins condemnation proceedings. (lowa Code Section 6B.2B)

6. A determination of just compensation by an impartia compensation commission and
the right to appeal its award to district court if they cannot agree on a purchase price
with the acquiring agency. (lowa Code Sections 6B.4, 6B.7 and 6B.18)

7. A review by the compensation commission of the necessity for the condemnation, if
their property is agricultura land being condemned for industry.  (lowa Code
Section 6B.4A)

8. Payment of the agreed upon purchase price, or if condemned, a deposit of the
compensation commission award before they are required to surrender possession of
the property. (lowa Code Sections 6B.25, 6B.26 and 6B.54(11))

9. Reimbursement for expensesincidenta to transferring title to the acquiring agency.
(lowa Code Sections 6B.33 and 6B.54(10))



10. Reimbursement for certain litigation expenses. (1) if the award of the compensation
commissioners exceeds 110 percent of the acquiring agency’ sfinal offer prior to
condemnation; and, (2) if the award on appeal in court is more than the
compensation commissioner’'saward. (Ilowa Code Section 6B.33)

11. At least 90 days written notice to vacate occupied property. (lowa Code Section
6B.54(4))

12. Relocation services and payments, if they are eligible to receive them, and the right
to appedl the eigibility for and the amount of payments. (lowa Code Sections
6B.42 and 316.9)

The rights set out in this statement are not claimed to be a full and complete list or
explanation of an owner’ s rights under law. They are derived from lowa Code Chapters
6A, 6B and 316.

The point of including this statement in the Appraisal Manua is to make the appraiser
aware of what the property owner expects from you as a representative of the lowa
Department of Trangportation, an eminent domain authority.

We cannot emphasize it enough that you must give the property owner or their
designated representative every reasonable opportunity to accompany you on the
inspection of the property being appraised. (See Page 56, “Inspection of Subject
Property”)



APPRAISAL CONTENT REQUIREMENTS

INFORMATION FURNISHED TO APPRAISER

The appraiser will be provided a parce file and other assistance consisting of the
following:

> A plat of the property which is a drawing of the entire ownership. It indicates the
locatiors of mgor buildings and the proposed acquisition. This plat is not to be
confused with aland surveyor's acquisition plat.

» TheLand Surveyor's Acquisition Plat, if available

» The Summary of the Proposed Acquisition, which is alisting of various property
rights that will be acquired, including: property areas before and after the
acquidition; areas of various acquisitions;, access control information, including
“additional length of drive’; and, right of way fencing (used by the acquisition agent
only).

» The Report of Record Ownership and Liens prepared by a loca abstracter, if
available.

> Pertinent copies of highway cross-sections (mainline, side road, borrow, etc.), if
avalable.

» The Right of Way plans describing the acquisitions, details of the proposed
acquisition from each property to be appraised, property ownership lines and
exigting right of way lines.

» The Required forms will be furnished to contract appraisers aong with any other
optional agency devel oped forms.

» Staking of Proposed Acquisition. Upon request from the appraiser, the lowa DOT
will arrange to have the proposed acquisition lines staked on the ground. This will
be done when necessary to assst the Appraiser in determining the extent of the
acquisition. Staking requests from property owners should go through the Chief
Appraiser or Acquisition Supervisor to the appropriate Digtrict.

> Legal assistance regarding appraisal issues will be furnished to the Appraiser as
necessary.



DATA REQUIRED IN ALL APPRAISAL REPORTS

The following information is required in the Detailed Appraisal, the Vaue Finding
Appraisal and the Residential Appraisa reports in order to assist the reader in navigating
and understanding the appraisal.

> Title Page

This should include: 1) the type of appraisa report; 2) the county, project number and
parcel number; 3) the name of the owner and address of the property being appraised; 4)
the effective date of the appraisal; and, 5) the name and address of the appraiser(s)
making the report.

» Letter of Transmittal

This should include, a a minimum: 1) the date of the letter; 2) the identification of the
property and property rights appraised; 3) a reference that the letter is accompanied by
the type of appraisal report format used; 4) a statement of the effective date of the
appraisal; 5) the value estimate or estimates in the case of a partia acquisition; and, 6)
the gppraiser’ s signature.

» Table of Contents

The major parts of the appraisal report and their subheadings should be listed. All pages
should be numbered for ease of reference.

» Form 633-101, "Appraisd” form

This form is furnished by the lowa DOT and must be included in both the Detailed
Appraisal and Value Finding Appraisal reporting formats.

In those instances where the assignment was to appraise a "Partia Acquisition”, and the
acquisition results in either a change in highest and best use from the existing use, or

where the estimate of just compensation approaches or exceeds half of the before value,
the gppraiser is to provide a Form 633-101 for each "Partial Acquisition" and "Totd

Acquisition” situation. In this situation, the Department's initial "offer to purchase" may
be on either premise.

OR

10



Form 633-401--"Residential Appraisal”, furnished by the lowa DOT, is intended for use
in the appraisal of single family residences where a total acquisition or before value is
required.

Note that on both of the above forms, when an owner or a tenant is a corporation or an
estate, the name and address of an appropriate corporate officer or executor must be
shown.

» Form 633-204," Certification of Appraiser”

This form furnished by the lowa DOT, or its equivaent, is required on al appraisal
reports except those prepared on Form 633-401 (Residential Appraisal).

» Form 633-205

This form furnished by the lowa DOT, or its equivdent, is required in al appraisa
reports, except residential appraisals using Form 633-401. It includes "Purpose of the
Appraisa”, "Definition of Market Value', "Definition of Highest and Best Use",
"Hazardous Substance Contamination”, "Five Year Delineation of Title", "Leases’, and
"Date of Inspection and Invitation".

» Subject as Sde

If the subject property has sold during the last five years, the appraiser must consider the
sale in the Sales Comparison Approach, or explain the reason for omission.

» Statement of Contingent and Limiting Conditions (Exhibit 4, Form 633-206)
Contract Appraisers may use their own “Assumptions and Limiting Conditions’ so long
as al items on the lowa DOT “ASSUMPTIONS AND LIMITING CONDITIONS’ are
included, and none of the items added by the appraiser conflict with the lowa DOT’s
items.

> Photographs

Identified photographs of the subject property including principal above ground
improvements, or unusua features, affecting the value of property to be acquired or

damaged. Photographs of improvements and land within a partial acquisition area are
required.
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Photographs of an acquired residence must include exterior shots from opposite corners
to ensure all sides of the structure are shown. Interior photographs should include the
kitchen(s), bathroom(s), heating, ventilation and air-conditioning (HVAC) system,
electrical system and any other feature that would be addressed in the “Elements of
Comparison” portion of the appraisal report.

Photographs of other acquired improvements should include one interior shot and any
unique characteristics

Original color photographs or digital reproductions should be included in all copies.

> Sketches

Floor plan sketches with dimensions of each improvement to be acquired must be
included in the appraisa report. The sketch does not have to be drawn to scale but
should be approximate.

» Sales Data Sheets

Sales Data Sheets are required as part of al appraisa report formats. They must include:
the sale number; grantor and grantee; type of instrument and date; date of transaction if
significantly different from instrument date; book and page of record (if not recorded so
state); sale price confirmed by a party to the transaction; name of confirming individual;
and, conditions of sale and financing. Also: asimplified legal description; description of
land and improvements, neighborhood or location factors, zoning; date of inspection;
location; street address or directions, photographs of improvements and any specia
features; rental and expense information; cash equivalency calculations; and any other
pertinent information or calculations.

» Cash Equivalency

All sdles must be reduced to their cash equivalent values. When a cash equivalency
adjustment is required, calculations or logic must be indicated either, on the sale data
sheet, or in the appraisal report.

Basis:
lowa Civil Jury Instruction 2500.4, Fair and Reasonable Market Vaue. Jordan v.
lowa Department of Transportation 468 N.W.2d 827 (lowa 1991); Redfield v.
lowa State Highway Commission 110 N.W.2d 397 (lowa 1961).
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» Confirming and Inspecting Sales

Sdles that are used as a primary comparables in an appraisa report must be both
confirmed and physicaly inspected by the gppraiser. It is not necessary to confirm or
inspect sales that the appraiser is not considering as primary comparables, unless the
information gained could reasonably be expected to have a significant impact on the
value conclusion. The appraiser will only rely on confirmations from parties that were
directly involved in the sale, such as the grantor, grantee, or broker. Confirmation
gained from persons not directly involved is unacceptable, unless the appraiser explains
any specia circumstances involved. When unusua conditions or questionable values are
discovered, it is recommended that the appraiser interview more than one of the parties
involved in the transaction to insure reliability of data.

When two or more appraisers are assigned to a project, and both are preparing appraisals
on the same parcels, they may exchange factual data and jointly confirm and inspect
sales. However, these cooper ative activities ar e specifically limited to the gaining of
factual data. Each appraiser must develop an independent andysis of sales. Any
exchange of opinion or anaysis, regardless of form, is prohibited.

> Location Maps

Location Maps should be provided indicating sales locations relative to streets or major
roadways. Subject properties shall also be located on the maps.

» Appraisa “Record of Contacts’ (Exhibit 7, Form 632-052)

This form furnished by the lowa DOT is to be included along with al appraisas. It is
not a part of an appraisal. Its provisions are not subject to the Appraisal Standards of
lowa Code chapter 543D. This is an interna working document and should not be
subject to disclosure, as might be an appraisal, in the event that the property is acquired
through eminent domain.

The purpose of the form is to record any information found by the appraiser different
from, or in addition to, that information which was provided as a part of the appraisa
assgnment. Any information which might be helpful to those who will be subsequently
contacting the property owner or tenants should be provided.

Examples of such information are as follows.
+¢+ Directions to the location of an owner or tenant's property if that property is not
easly located from information in the parcel file. Also, the place of employment,

business hours, and business phone number of the owner or tenant if that is
where the individual might best be contacted.
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+ Information regarding any unusua or unique characteristics of the property
which were noted during the site visit but were not discussed within the body of
the appraisal.

% Information on specific sales provided by the property owner during the
appraiser’s contact with the property owner if this information was determined
not to be of vaue to the appraiser or had no bearing on the appraisa

% Information on any specia needs of an owner or tenant, which will need to be
addressed by subsequent visitors. This may include limited English proficiency,
visual or hearing difficulties, etc.

+«» Information for the safety and well being of subsequent Site visitors, such as the
presence of an unfriendly animal.

This list is far from exhaustive. The appraiser is to record for the benefit of those who
follow any information, which might be helpful in the process of acquiring the necessary
right-of-way.

Staff appraisers are expected to complete this form and submit it to the Chief Appraiser
for review no later than the Monday following the inspection date.

This form must be placed behind the "APPRAISAL SECTION" Parcel File Check Sheet
and then submitted to the Right of Way Record Center by the Appraisal Reviewer. A
copy of this form should be inserted in the brown or field file.

> Well Tests

If the appraiser notes any primary well in use located within the area to be acquired or
otherwise rendered unusable by right of way acquisition, awell contractor isto be hired
to test the capacity of the well and the quality of the water. The contractor is to
determine the gallons pumped per minute.

A water sample will be taken and sent to a qualified laboratory to determine the bacteria
and nitrate level. The intent is to have a benchmark for a new water source. This should
help to reduce the number of claims of poor quality or bw water volume in a new
replacement well. The charges for the two tests completed by the well contractor can be
submitted to the lowa DOT for payment.
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TYPES AND FORMATS OF APPRAISAL REPORTS

The format and level of documentation for an eminent domain appraisal report depends
on the complexity of the appraisal. There are three gppraisal report formats that will
satisfy lowa DOT standards. The appraiser is expected to use the most appropriate
format. The format to be used may be specified in the appraisal assgnment. When
developing the appraisal, regardiess of format, the Appraiser shall dways offer a
property owner, or their designated representative, a reasonable opportunity to be
present during the ingpection of the property.

All appraisals are prepared following accepted appraisal principles and techniques in
accordance with Article 1, Section 18 of the lowa Constitution and Chapters 6A
Eminent Domain Law and 6B Procedure under Eminent Domain as interpreted by
decisons of the lowa Supreme Court, 761 IAC 111 of the lowa Administrative Code,
and the lowa Department of Transportation (lowa DOT) “Appraisal Policy and
Procedures Manua”. These lowa provisions implement and fully comply with the
Uniform Relocation Assistance and Real Property Acquistion Policies Act Of 1970 as
amended and its implementing regulations found in Part 24 of Title 49 of the Code of
Federal Regulations and in accordance with USPAP.

The eminent domain appraisa development and reporting standards contained in the
lowaDOT Appraisal Policy and Procedures manual, lowalaw and The Code of Federa
Regulations are no less stringent than USPAP. Eminent domain appraisals are not to be
considered as “Limited” appraisals, or as “Restricted” reports, etc.

Upon completion of the review function, the appraisal report and the review appraiser’s
report will be forwarded to the Acquisition Section and subsequently forwarded to the

property owner.

The appraiser's competency to complete eminent domain appraisals and reports must
include familiarity with that body of case law relating to valuation under eminent
domain asit expands or changes.

All reports are expected to be stand-alone, fully supported reports, independent of a
Separate "Project Book”. Accepted formats are:

THE DETAILED APPRAISAL REPORT

Detailed Appraisa Reports are required on ether total or partia acquisitions of
properties when other less detailed formats are not applicable. They shall include all
applicable approaches to value. Reasons for omitting any traditional approach to value
should be clearly stated in the report.

The Appraiser may be instructed to limit appraisal analysis to a specific valuation
approach or approaches. This may be when inclusion of additional approaches to value

15



would not significantly add to the reiability and support of the fina value estimate, or
when recommended by legal counsel or the Chief Appraiser.

In addition to the applicable forms and inclusions mentioned earlier, the following
information and analysis appropriate to the type of property under appraisal must be
included in a Detailed Appraisal Report, unless the appraiser has been provided specific
instructions to the contrary.

| dentification and Legal Description of Property Appraised

The property is typicaly identified by a street or rura address, or, if a vacant property,
by a street name and distance from an identifiable intersection.

The legal description is typicaly shown in the title information as provided, or as shown
in the most recent conveyance documents. While effort is made to provide the appraiser
with aproper definition of the “Parent Parcdl”, it is the appraiser’ s responsibility to note
any potential problems in the “Parent Parcel” legal description and to discuss the need
for possible revisions with the Chief Appraiser, Appraisal Production Coordinator or the
assigned Review Appraiser.

Lengthy lega descriptions for subject properties and sde comparables may be
abbreviated. Abbreviated descriptions should be clear so that the reader is not mided.
Signals such as"Land in..." or "Part of..." or "Abbreviated as...” should be used to begin
an abbreviated description. REFERENCES TO APPENDIX LOCATIONS OR DEEDS
ETC. ARE NOT ACCEPTABLE. Complete descriptions may be referenced if directly
attached to the Form or Comparable Sales Analysis shest.

Date of Value Estimate

The date the value estimate applies. Value is dways estimated as of a given date. The
date of value estimate specifies market and environmental conditions under which the
anaysis is founded.

Most frequently, for purposes of appraisal, the date of inspection is used as the valuation
date, although often it may be fixed a some prior or future time. Appraisals for
condemnation appeal shall be as of the date of the condemnation hearing.

The Appraiser is responsible for valuing a property in its actua condition as of the stated
date of vauation.

All value estimates are affected by existing market conditions regardless of the nature of

the vaue estimated. Market Vaue is a direct function of forces of supply and demand
prevailing on the market at the time of appraisal.
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If the appraisal preparation date and valuation date are substantially different, both dates
should be clearly stated.

Description of "Community and Neighbor hood"

A description of the physical, amenity, and economic factors of the community and
neighborhood must be included. The description should concentrate upon those factors
which have an affect upon the current market value of the property or properties
appraised. An anaysis of how and why these factors are affecting value should be
included. Extraneous material not related to the appraisa problem is not appropriate.

Description of Characteristics of Property Appraised

The physical description of the tract including, but not limited to: size, shape,
topography, drainage, agricultural suitability, soil characteristics, and accesshility.

The physica description of improvements, including, but not limited to: type of
improvement, use or occupancy, Size, shape, style, construction materias, finish
materias, quality, condition, obsolescence and adequacy factors, location on the tact
and, if appropriate, recent rental history.

A detailled and accurate description of all property attributes is necessary. Items of
depreciation or obsolescence should be detailed. All items of importance in the valuation
sections should be introduced and discussed.

All buildings, structures and other site improvements must be identified and described,
even though they may not significantly contribute to the value of the property.

All fixtures and property included in the valuation must be listed and described in such a
manner as to facilitate their identification by others.

Improvements which are neither being acquired nor affected by the acquisition may
have a significantly abbreviated description.

Discussion of the Existing Limitations to Fee Ownership

Existing limitations to fee ownership of the real property being appraised may include,
but are not limited to:

» Zoning restrictions, and the reasonable likelihood of zoning changes, not
dependent on the project for which the property is to be acquired.
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» Existing easements, both recorded and obvious adverse possessions.

» Leases and tenants. Terms for both written and verbal tenancies should be
noted. Copies of written leases should be included.

» Lack of other ownership rights such as mineral rights or the right to conduct
certain types of business, etc.

Possible Health Hazard Alert

A positive statement as to the knowledge, suspicion, or presumed existence of: ground
water contamination, petroleum storage tanks, chemical storage or other possible
contaminants in or on property, or, a positive statement that the property appears to be
uncontaminated, is required. (See Page 54, “Hazardous Substances/Contamination”)

The Analysis and Satement of the Highest and Best Use of
Property Appraised, Both if Vacant and as |mproved

Highest and Best use is the utilization of a property to its best and most profitable use. It
is that use, chosen from among reasonably probable and financially feasible aternative
uses which is found to be physically practical, legaly acceptable, and which results in
the highest present value, as defined, as of the effective date of appraisal. Where the
Highest and Best Use is considered to be for devel opment, there must be a discussion of
the supply of and demand for similar development land, together with asupported
absorption period for the subject.

Basis:

lowa Civil Jury Instructions 2500.15; Dolezal v. City of Cedar Rapids, 209
N.W.2d 84 (lowa 1973); Jones v. lowa State Highway Commission 259 lowa
616, 144 N.W.2d 277 (1966).

It is recognized that, in cases where a dte has existing improvements, the highest and
best use, if vacant, may be different from the existing use. The existing use will

continue unless and until the value of the land in the highest and best use vacant exceeds
the total value of the improved property in the existing use.

In appraisal practice the concept of Highest and Best Use represents the foundation upon

which vaue is based. No vauation may proceed without this determination, as the
appraiser would not know what comparative analysis data to rely upon.
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Satement asto Property Rights Appraised

Property rights to be appraised for eminent domain purposes usualy are of the following
types:

» FeeSmple

An absolute fee; a fee without restrictions or limitations to any particular class of
heirs, but subject to the limitations of eminent domain, escheat, police power and
taxation.

> Leased Fee

A property held in fee with the right of use and occupancy conveyed by lease to
others. An ownership congisting of the right to receive rentals over a period of time,
plus the right of ultimate repossession at termination of the lease.

> Leasehold

A property held under tenure of lease. The right of use and occupancy of real
property by virtue of alease agreement; right of alessee to use and enjoy real estate
for a stated term and upon certain conditions, such as payment of rent.

> Easement

An interest held by one person in the land of another, whereby the first person is
accorded partial use of such land for a specific purpose. An easement restricts rights
of the fee owner in the use and enjoyment of those rights extended to the easement
holder. Easements fall into three broad classifications: surface easements, subsurface
easements and overhead or avigation easements.

Cost Approach and Analysis, if Applicable

Definition: The Cost Approach is that approach in appraisal analysis which is based on
the proposition that an informed purchaser would pay no more than the cost of
producing a substitute property with the same utility as the subject property.

It is a set of procedures through which a value indication is derived for the fee smple
interest in a property by estimating the current cost to construct a reproduction of, or
replacement for, the existing improvement; deducting accrued depreciation; and, adding
the estimated land value plus entrepreneurial profit.

19



In eminent domain appraisal, the "Cost Approach to Vaue" is considered valid in only
three situations:

» When the improvements are nearly new, and functiondl.

» When the property has a"specia purpose” or use, and is of atype seldom sold in the
open market.

» When the proposed acquisition includes or affects only part of the improvements on
a property. In the case of a Detailed Before and After appraisal, the Cost Approach
may be the most sensitive approach to the acquisition of small elements of the
improvements, or elements which might properly be accommodated using a cost to
cure.

The cost approach to vaue is not needed in any other situation, However, in the case of
a Before and After valuation of an improved property, a land vaue, as vacant, for its
highest and best use, should be devel oped using the Direct Sales Comparison Approach.
When the appraiser furnishes a cost approach, the approach must meet the following
preparation and documentation standards.

» Land Vdue

The opinion of land value is to be developed from comparable sales or other methods as
outlined in the Sales Comparison Approach to Vaue. Land value must be estimated on
the basis of what would be the tract's highest and best use if unimproved and ready for
development.

> Cost New Estimate

The appraiser may arrive at a cost new estimate for eech improvement on the property
basing computations on the updated actua cost, cost of similar new construction,
computerized cost services, published cost manuals, or contractor's estimates. The
source and development of that data must be documented in amanner that alows the
appraisal reviewer to confirm and analyze computations.

» Accrued Depreciation
Four methods of measuring accrued depreciation are acceptable.

% Breaskdown - This method is to be applied using generally accepted
methodology to produce estimates of physical deterioration, functiona
obsolescence and economic or external obsolescence.

+ Market Analysis — The appraiser must indicate the following: development

and documentation of land value from comparable sales and deduction from
the total sale price to ascertain the contribution value of the improvements;
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cost new estimates of the improvements on those comparable sdes,
comparison of contribution value and cost new to establish the percentage of
accrued depreciation on the sde of improvements. To be vdid, the
comparables should be relatively similar to the subject in age, construction,
function and size.

«» Commercia Cost Service - If the cost new estimate is developed by such a
service, the appraiser may also use that system's estimate d depreciation,
furnishing a copy of the computation or computer output as a part of the
appraisa report. The appraiser should ascertain whether the economic
obsolescence, as included in the system, is relevant to the community.

+» Economic Age-Life — The appraiser must adequately explain and justify
estimates of effective age and anticipated economic life,

» Vauelndication

The fina value indication by the cost approach represents the total of the market
vaue of land plus the depreciated cost of al improvements. This must be clearly
stated at the conclusion of the approach.

Income Capitalization Approach and Analysis, if Applicable

Definition: The Income Capitalization Approach is that procedure in the appraisa
analysis which converts the anticipated benefits (cash flows and reversion) to be derived
from the ownership of property, into a value opinion. The Income Capitalization
Approach is widely applied in appraising income producing properties. The anticipated
future income and/or reversions are discounted to a present worth value through a
capitalization process.

In the case of a Before and After vauation, and if the Cost Approach has not been
developed, a Land Vaue as vacant, for its highest and best use, should be developed
using the Direct Saes Comparison Approach.

The appraiser shal collect, inspect, verify, anayze, and reconcile such comparable
income data as are available to indicate an appropriate estimate of the gross income of
the property being appraised.

The appraiser shal collect, verify, analyze, and reconcile such data on comparable
operating expenses as are available to support an estimate of all operating expenses
pertinent to the property being appraised.

The appraiser shdll collect, verify, analyze, and reconcile data available to support an

appropriate capitalization rate or rates to be applied to the estimated net operating
income.
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The method, process, and technique of capitalization shall be appropriate to the type and
characteristics of the property being appraised.

A find vaue indicated by the Income Capitaization Approach shall be reached and
clearly stated at the conclusion of the approach.

Sales Comparison Approach and Analysis, if Applicable

Definition: The Sales Comparison Approach to Value is a direct sales comparison and
analysis. The Sales Comparison Approach in appraisal analysisis based on a proposition
that an informed purchaser would pay no more for a property than the cost of acquiring
an alternate property with asimilar utility. Thisis the approach to value normally relied
upon in eminent domain appraisal vauations. In the case of a Before and After
valuation, and if the Cost Approach has not been developed, a Land Vaue as vacant, for
its highest and best use, developed using the Direct Sales Comparison Approach isto be
included.

The appraiser shall collect, inspect, verify, anayze, and reconcile comparable saes
information available to produce a value conclusion. Comparable sales data must be
contained in the appraisal report.

The appraiser must analyze available market information and explain how that data
related to the subject property. The means for expressing that analysis covers a broad
spectrum of qualified skill depending on the property and market being analyzed.

The agppraiser needs to present available market information and supply comparative
adjustments, using quantitative and/or qualitative techniques, between that information
and the subject property to arrive at a fina indication of market value. Quantitative
techniques include paired data anadysis, statistical anaysis, graphic analysis, trend
anaysis, cost related analysis and secondary analysis. Qualitative techniques include
relative comparison anaysis, ranking analysis, and persona interviews.

In any case, the appraiser must clearly and accurately present these analyses, opinions,
and conclusions in sufficient depth and detail to convince areader of the report that they
are gppropriate and reasonable.

Reconciliation & Final Opinion of Value

The appraiser must reconcile the value indications previoudy reached from the
approaches to value to arrive at a fina opinion of value. Appraisers are to reconcile
facts, trends, and observations developed in their analyses and review the conclusions,
validity and rdiability of those conclusions. Relative significance, applicability, and
defensibility of each indication of value is weighed and andyzed, placing grestest
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reliance on those which are most authoritative in indicating the value of the property or
rights under appraisement.

The Find Vaue Opinion is to be the highest value that a typical informed rationa
purchaser would pay for the subject property if available for sale on the open market as
of the date of appraisal, given the data developed in the analysis.

Sgnatures by Responsible Appraisers

All appraisers contributing significantly to the valuation process must sign the report and
all the required certifications.

Fixture and equipment appraisers who have provided appraisals of persona property
under their own signature are required to sign and include certificates only as to those
conclusions, even though they may be incorporated into the larger report by the red

property appraiser.

Supportive Material

The appraisal should include any supportive materia that the appraiser believes would
assist in explaining or justifying the observations and conclusions. This materia may
consist of: maps, charts, plans, photographs, cost estimates, sketches, hazardous material
ingpection reports, traffic count dharts, community ordinances, sale contracts, offers to
purchase, |leases, etc.

Discussion of Interests

The appraisal shal contain an investigation of possible leasehold interests when a lease
isfound. If aleasehold interest exists, the appraiser must describe and analyze the lease.

When the andlyss indicates the presence of a leasehold, the appraiser must also include
the tenant’s name and address on Forms 633-101 (Appraisa) or 633-401 (Residential
Appraisa). The appraiser may be requested, as a part of the assgnment, to provide
separate values and appropriate forms for each of the several interests. (See Page 31,
“Leasehold Appraisa”)

Valuing the subject property as a whole, and apportioning damages between the fee
holder and the lessee is not an appraisa of the tenant’ s interest.

Basis:
Fritz v. lowa State Highway Commission, 270 N.W.2d 835 (lowa 1978).
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Tenant owned structures and fixtures shall be noted. If both landlord and tenant have
signed an agreement denoting the tenant owned fixtures and equipment, the appraiser
shall develop an appraisal of the tenant’s interest separate from the owner. If the owner
and/or tenant do not agree on ownership, the appraiser should develop a divison of
interests and report it separately in the appraisal report. (See Page 33, "Tenant Owned
Improvement Appraisal™)

Partial Acquisitions

Where a substantial portion of a property is to be acquired, or there are significant
damages to the remainder that cannot be easily measured by cost-to-cure, a detailed
"Before Vaue" and "After Value' appraisal report is required.

Elements of this type of report are as follows:

> All appropriate forms and inclusions noted earlier.

> A vauation of the entire property existing prior to the proposed acquisition.

» A discussion of the real property, persona property and/or rights to be acquired.
>

A discussion of the physical and functiona effects of loss of the real property and/or
persona property.

> A reiteration of the property description, in abbreviated form, as existing after the
remova of the acquistion. Where no changes have occurred, reference may be
made to the earlier descriptions.

» An anadysis of Highest and Best Use of the property after acquisition. Both an
analysis of the land as vacant, and an anaysis of the property as improved is
required.

> A valuation of the property as existing after the acquisition, normally utilizing the
same vauation approaches as developed in the before acquisition anaysis. A
complete analysis must be indicated. 1t is unacceptable to smply value the part
acquired and subtract the result from the before value to produce an after
value. Use of Costs to Cure, where such costs are less than the reduction in value if
not cured, is acceptable. Such costs should be based upon documented estimates.

» The appraiser should avoid using the same comparable sales in the before and after
analysis. If the same sales comparables are used, the appraiser is required to provide
market justification for the adjustments made to the comparables in both the before
and after anaysis.

> A satement as to conclusions reached.
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NOTE

IT ISNOT ACCEPTABLE TO PRODUCE AN AFTER ACQUISITION VALUE
BY SUBTRACTING THE ESTIMATED VALUE OF ACQUISITION AND
DAMAGESFROM THE BEFORE ACQUISI TION VALUE CONCLUSION.

Basis:
Harris v. Board of Trustees of Green Bay Levee & Drainage Dist. No. 2, Lee
County, 59 N.W.2d 234,237 (lowa 1953), Maxwell v. Highway Commission
223 lowa 159, 271 N.W. 883 (1937); Randdl v. lowa State Highway
Commission, 241 N.W. 685 (lowa 1932).

IT IS NOT ACCEPTABLE TO SUM THE UNADJUSTED VALUE OF
SEPARATE PARCELSOF A PROPERTY IN ARRIVING AT THE BEFORE OR
AFTER VALUE OPINIONS.

Basis:
Bellew v. lowa State Highway Commission, 171 N.W.2d 284, 288-289 (lowa
1969); Jones v. lowa State Highway Commission 259 lowa 616, 144 N.W.2d
277, 280 (1966); lowa Civil Jury Instruction 2500.3.
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Suggested Structure of Appraisal Reports.

The appraisal reports are sent to the property owners, so it is important they follow a
logical, readable and user-friendly format. The lowa DOT does not specify a particular
appraisa reporting format with respect to binding, order of pages, etc. However, the
lowa DOT considers the following suggested order as appropriate and acceptable.
Appraisal reports do not need to be bound with covers but may be stapled.

The following suggestions include the pertinent forms, together with suggested page or
paragraph headings:

Detailed Report: Total Acquisition

Title Page

Letter of Transmittal

Table of Contents

Neighborhood Description

Statement of the Appraisal Problem

Description of Subject Site as Vacant

Highest & Best Use of Subject Site as Vacant

Valuation of Subject Site as Vacant

Description of Subject Improvements

Highest & Best Use of Subject Improvements

Cost Approach

Sales Comparison Approach

Income Approach

Reconciliation & Final Estimate of Value

Discussion of Interests, if applicable

Addendum

Forms 633-101, 204 and 205

Summary of Proposed Acquisition (From R/W Design)
lowa DOT Plot Plan (From R/W Design) Include the Surveyor Plat, if available.
Photographs of Appraised Property

All other supportive materia including sketches, comparable sales sheet and
location map, written leases, if available, etc.

YV V. V VYV V
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Detailed Report: Before & After

Title Page

Letter of Transmittal

Table of Contents

Neighborhood Description

Statement of the Appraisal Problem

Description of Subject Site as Vacant, Before
Highest & Best Use of Subject Site as Vacant, Before
Vauation of Subject Site as Vacant, Before
Description of Subject Improvements, Before
Highest & Best Use of Subject Improvements, Before
Cost Approach, Before

Sales Comparison Approach, Before

Income Approach, Before

Reconciliation & Fina Estimate of Vaue, Before
Discussion of Interests, if applicable, Before
Description of Rights to be Acquired

Effect of the Acquisition on Subject Property
Description of Subject Site as Vacant, After

Highest & Best Use of Subject Site as Vacant, After
Vauation of Subject Site as Vacant, After
Description of Subject Improvements, After
Highest & Best Use of Subject Improvements, After
Cost Approach, After

Sales Comparison Approach, After

Income Approach, After

Reconciliation & Fina Estimate of Vaue, After
Discussion of Interests, if applicable, After
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Addendum

» Forms 633-101, 204 and 205

Summary of Proposed Acquisition (From R/W Design)

lowa DOT Plot Plan (From R/W Design) Include the Surveyor Plat, if available
Photographs of Appraised Property, including land and buildings to be acquired

All other supportive materia including sketches, comparable sales sheets and
location map, written leases, if available, etc.

YV V VYV V

THE VALUE FINDING APPRAISAL REPORT

This report does not contain a complete before and after value analysis. This report
format is to be used for smple partia acquisitions when damages to the remainder are
non-existent or are relatively minor, are easily measured or explained, or are measurable
by cost-to-cure.

An example of a"smple’ partia acquisition would be a strip acquisition from a large
property, which does not approach close enough to any improvements to cause possible
proximity damages. Any partia acquisition which necessitates reconfiguration of
improvements or which damages the improvements could not use this format. Any
partial acquisition which changes the highest and best use of remaining property, should
not be appraised using this format.

There is no limit to the total value of land and damages when using this format. Use of
the format is limited only by the complexity of the acquisition, or of the property being
appraised. This type of report does not express before and after values, but only
indicates compensation due to the property owner and/or lessee. Value of the land and/or
improvements acquired must be supported by applicable data. Any large cost-to-cure
items must also be appropriately supported.

A brief narrative discusson must be included covering the overal property, the
acquisition, and the acquisition's effect on the remainder. The extent of documentation
is to be commensurate with the significance of the appraisal, and values involved. In the
event of condemnation, the appraiser may be requested to provide before and after
values for the property.

The opinion of just compensation arrived at in a value finding appraisa report reflects
the appraiser's opinion of the difference between the before and after values. It is
assumed that the appraiser would not have a different opinion of just compensation if
doing abefore and after appraisal.
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The standard three approaches to value as discussed later will be considered, but in most
cases, only a Sales Comparison Approach will be requested. The land valuation requires
aminimum of two sales, documented, identified, and confirmed in the same manner as
comparable saes for a detailed appraisa report.

This type of report does not express before and after values, but rather indicates the
compensation due the owner. However, the appraiser will be no less diligent in
gathering the data and completing the appraisal assgnment than if performing a before
and after appraisal

Basic dements of this type of report are as follows:

>

>

All appropriate forms and inclusions noted earlier.
A brief community and neighborhood discussion.

A brief discusson of the subject, and the use and type of improvements. The
description detail should be commensurate with the importance to the value anaysis.

A brief discusson and conclusion of the Highest and Best Use of the property, both
as vacant and as improved.

An explanation of the acquisition and explanation of the effect of the acquisition on
the remainder property.

A discussion of the land, improvements and rights to be acquired.
Data and analysis to explain, substantiate, and thereby document the estimate of Just
Compensation. The extent of this data should be commensurate with the appraisal

problem.

Land Vaue — The estimate of land value is to be developed from comparable saes
as discussed in the Sales Comparison Approach to Value.

An explanation of the valuation procedure, and summary of conclusions reached,
appropriately supported.

Sgnature by the responsible appraisers.

Supportive exhibits and material.
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The following is a suggested structure is considered appropriate and acceptable for the
Value Finding Report.

Value Finding Report

Title Page

Letter of Transmitta

Table of Cortents

The following statement:
“The opinion of just compensation arrived at in this value finding appraisal
report reflects the appraiser’ s opinion of the difference between the before and
after values. My opinion of just compensation is no different than if doing a
before and after appraisal.”

Neighborhood Description

Description of Subject Property

Highest & Best Use of Subject Property

Description of Rights to be Acquired

Effect of the Acquisition on Subject Property

Valuation

Discussion of interests, if applicable

Addendum
Forms 633-101, 204 and 205

Summary of Proposed Acquisition (From R/W Design)
lowa DOT Plot Plan (From R/W Design) Include the Surveyor Plat, if available
Photographs of Appraised Property

All other supportive material including sketches, comparable sales sheets and
location map, written leases, if available, etc.

YV V. V VYV V
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THE RESIDENTIAL APPRAISAL REPORT

The Uniform Residential Appraisal Report (URAR), with certain additions, is to be used
for appraising residential properties when a "Total Acquisition” is involved, or when a
"before value" must be developed for a partiad acquisition. Additions are to include the
first page of the lowa DOT's Residential Appraisal Report Form 633-401. Photographs
and floor plan sketch with approximate dimensions are to be included for any building to
be acquired. Comparable sales sheets with photographs are to be included together with
a sales location map.

All or part of this format may be used to value a residentia portion, as defined, of a
multi- use property and incorporated into a larger report covering the entire property.

The basic requirements of this type of report are as follows:

» The Uniform Residential Appraisa Report with an attached first page of Form 633-
401 (Residential Appraisal Report).

> Sdes data sheets, sdes location maps, and exterior photographs of magor
improvements.

» A sketch of thefirst floor perimeter of the house, with the dimensions.

> Interior photographs of specid features are required (See Page 11, “Photographs’).
Thisis aso support for verification of the appraiser's interior ingpection.

» When specific or unique features affect the value of the property, the appraiser
should describe and furnish photographs of those features. Also include other
materials which the appraiser fed's necessary to support or develop the valuation of
property. These may include: floor plans, plats, additional commentary, additional
adjustment documentation, flood hazard maps, etc.

ADVERTISING DEVICE APPRAISAL

The appraiser shall identify all advertisng devices located within the proposed
acquisition area. During the inspection process, the ownership of these advertising
devices will be determined. A copy of the lease or lease terms will be secured when
applicable.

In most instances, advertising devices will be considered as personal property and will
be moved, or acquired, by the Relocation Assistance Section of the Right of Way Office

The need for an appraisa of advertising devices will be rare. Exceptions will be
considered on an individual basis. When the appraiser determines that a compensable
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leasehold interest exists, and may be affected by the proposed acquisition, the interest
will be appraised accordingly. See discussons of LEASEHOLD APPRAISAL and
TENANT OWNED IMPROVEMENT APPRAISAL.

If an appraisa is required, the appraiser should attempt to develop al three approaches
to value.

LEASEHOLD APPRAISAL

In those cases when property to be acquired is subject to a written or verbal lease, except
month to month tenancies, the appraiser must describe and analyze the lease. In those
cases when the analysis indicates a leasehold exists, the appraiser must include tenant's
name and address aong with the fee holder's name and address on Forms 633-101
(Appraisal) or 633-401 (Residential Appraisal).

Month to month rents and annual farm leases are not to be appraised unless other
instructions are given on a specific property. All other leasehold interests, including
written options to renew, shall be explained and valued. Copies of al leases are to be
included in the appraisa report. If both the owner and tenant agree to the presence and
terms of an oral lease, that lease is assumed to be valid, but limited to one year duration.

Basis:
Fritz v. lowa State Highway Commission 270 N.W.2d 835 (lowa 1978); City of
DesMoainesv. Geller Glass & Upholstery, Inc., 319 N.W.2d 239 (lowa 1982).

The value of the lessee’s interest when the entire leased property is acquired is the fair
and reasonable market value of the unexpired term of the lease immediately before the
acquisition; taking into account the building, fixtures and tenant owned improvements
on the premises; less the future rent to be paid, and the reasonable value of persond
property removed by the lessee after the date of the acquisition

Basis:
lowa Civil Jury Instruction 2500.10, Measure of Damage RE. Leasehold

The measure of damage in atota acquisition of atenant’s interest is the market value of
the unexpired term of the lease over and above the rent stipulated to be paid. The
appraiser must aso compensate for the loss of the tenant’s ownership of business
fixtures.

Basis:
Batcheller v. lowa State Highway Commission 101 N.W.2d 30, 33 (lowa 1960);
Interstate Finance Corporation v. lowa City, 149 N.W.2d 308 (lowa 1967);
Wilkes v. lowa State Highway Commission 172 N.W.2d 790 (lowa 1969).
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The measure of damage for a partial acquisition of a leasehold is the difference in the
value of the use of the premises immediately before and after condemnation.

Basis:
Lassie€'s Red Barn, Inc. v. lowa Department of Transportation 428 N.W.2d 319,
(lowa Ct. App. 1988). Twin-State Eng & Chem. Co. v. lowa State Highway
Commission, 197 N.W.2d 575 (lowa 1972).

The vaue for alessee's interest for a partid acquisition of a lease-hold is the difference
in the fair and reasonable market vaue of the use of the premises immediately before
and immediately after the acquigition.

The appraiser shall request and when provided include a copy of the lease in the
appraisal report. When the lease is not made available or there is a disagreement
between the lessor and lessee as to its terms of the ownership of fixtures, equipment or
improvements, the appraiser shall value the lessor’s and lessee’ s interests as a part of the
whole property with the final conclusion of vaue including both interests. However, the
appraiser will allocate the lessor’s and lessee' s interests within the body of the appraisal
report. On a separate page, the appraiser will include a suggested alocation of interests
in the before and after acquisition values of the property and the difference conclusion
and identify what property fixtures, equipment and improvements are included in each
interest. (See Page 23, “ Discussion of Interests’)

If aleasehold interest is found and it is affected by the right of way acquisition, the
tenant is entitled to a reasonable opportunity to accompany he appraiser during an

inspection of the property.

TENANT OWNED IMPROVEMENT APPRAISAL

When appraising any interest in red property, the appraiser shall appraise at least an
equal interest in al buildings, structures, or other improvements located upon the red
property to be acquired, which is to be removed or which is determined will be
adversaly affected by the highway or transportation project. This shal include any
improvement of a tenant-owner who has the right or obligation to remove the
improvement at expiration of the lease term.

Any building, structure, or other improvement, which would be considered to be real
property if owned by the owner of the real property on which it is located, shall be
considered to be red property for purposes of the appraisal anaysis of tenant owned
improvements.

Compensation for a tenant-owned improvement is the amount which the improvement

contributes to the far market value of the whole property or the salvage value,
whichever is greater.
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In the case where tenant owned improvements are involved, the appraiser shall secure
both the owner's and tenant's signatures on a written agreement listing the items owned
by the tenant. A copy of that agreement must be included in the appraisal report. A blank
agreement form will be furnished by the Chief Appraiser upon request. The appraiser
shall appraise the separately held interests of the owner and tenant, based on that
agreement and furnish a separate Form 633-101, 204 and 205, for each interest. If the
owner and/or tenant refuse to sign an agreement, the appraiser is to make the allocation
required under the Appraisal Content Requirements, Discussion of Interests.

If tenant owned improvements are affected by the right of way acquisition, the tenant is
entitled to a reasonable opportunity to accompany the appraiser during an inspection of

the property.

FIXTURE AND EQUIPMENT APPRAISAL

» Small Quantities of Common Items

If completion of an appraisal requires the valuation of small quantities of common items,
the real estate appraisers may estimate their values based upon experience, observed
condition or any other support which can readily be developed. Items shall be identified
and described in the report.

» Large Numbers of Items and Specidty Items

An experienced appraiser of the appropriate type of fixture and equipment shall be
retained when either the number of items is significant or items would appear to have
significant value.

> A Fixture and Equipment Appraisal shall consist of:

«» Appraiser's Letter of Transmittal

7
L X4

Form 633-204, "Certification of Appraiser”.

+» Form 633-205, or the following certification: | personally inspected Fixtures &
Equipment on , 200_, and interviewed who
is the . | offered an opportunity to accompany
me on my ingpection of this property and he/she that
invitation. This invitation was extended by (persoral contact, telephone or |etter
on , 200 _.

« Anidentified listing of the items appraised.

« A ligting of replacement cost by item or groups of like items.
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A listing of value-in-place by item or groups of like items.
« A ligting of salvage value by item or groups of like items.

An identification of sources of cost data used, including publication titles, or individud's
names and addresses.

ADDITIONAL INFORMATION

PROJECT DATA BOOK

On some projects the appraiser may be asked to provide a sales data book which
includes al sales data gathered in the development of the appraisals. The book shall be
identified by the County and Project Number. The book shal include a sales map
showing the location of all sales. The book shall be signed and dated. If additional sales
are developed during the course of the appraisal assignment, copies of those sales shall
be forwarded to the acquiring atthority for inclusion in the book.

NUMBER AND SUBMISS ON OF APPRAISAL REPORTS

An origina and two copies of each appraisal report plus an extra Form 633-101 shall be
prepared and submitted to the Chief Appraiser. The appraiser is advised to retain a copy
for their files.

Contract appraiser’s reports are submitted directly to the Appraisa Section unless
ddivery to another location is specified in writing by the Chief Appraiser.

REVISNG THE APPRAISAL REPORT

> Minor Revisons

When the change causing the revision of an appraisal report is of a minor nature, either
the appraisa reviewer or the appraiser may prepare the revison.

When the Chief Appraiser designates the review appraiser to prepare the revision, Form
633-501 will suffice. When assigned to an appraiser, a completed Form 633-301 will be
prepared. The revison should identify the project and parcel, give the date of the
appraisal that is being revised and explain the revisons and effect. The supplement
should also tate the before and after value as revised, the date of the revision and be
signed by the appraiser. The review appraiser will attach this supplemental revision to
the front of the origina report. If the before and after values have changed, or if the
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individual damage items have changed, new Appraisal, Allocation and Certification
forms will be submitted by the appraiser or review appraiser. The revision shal be
prepared in duplicate and stbmitted to the review appraiser.

» Magor Revisons

When a change causing revision is magjor, the appraiser will revise the original appraisal.
The appraiser will submit new sheets for those parts of the origina report that require
change. The revised sheets will include new Appraisal, Allocation and Certification
forms. The review appraiser will insert the revised sheets in the proper order in each
copy of the previous report. If arevision requires re-inspection of property, the appraiser
shall offer the owner an opportunity to accompany on re-ingpection.

> All Cases

Voided origina sheets may be discarded when supporting information for the revision is
contained elsawhere within the file.

UPDATING THE APPRAISAL REPORT

The Chief Appraiser may determine that material changes in the character or conditions
of a property, information received from the owner, community or neighborhood events,
or asignificant delay since the time of the appraisa of the property, warrant obtaining an
update of the appraisal, or obtaining a new appraisa. If, due to new information, the
revised appraisa, or new appraisa indicates a change in the edtimate of just
compensation approved by the review appraiser, the review appraiser shal conduct a
new review, producing arevised analysis and estimate of just compensation.

When the appraiser is requested by the Chief Appraiser to update an appraisa to reflect
the possible changes in value since the date of the original report, the revised vaues are
to be supported by appropriate data and anadyss furnished as an addendum to the
origina appraisal. Revised Appraisal, Allocation and Certification forms shall be

prepared as necessary.

At the discretion of the Chief Appraiser, a review appraiser may be instructed to
reexamine appraised values. This report may be in the form of a memorandum addressed
to the Acquisition Supervisor indicating the updated values bgether with the data and
analysis to support any changes. The memorandum must include a breskdown of the
estimate of just compensation to indicate the values for land, improvements, buildings,
damage to remainder, €tc.

PARCEL DELETION

When aparcd isdeleted, all files are to be returned to the Chief Appraiser for disposal.
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DEFINITIONS, GUIDELINES & REQUIREMENTS

STANDARD DEFINITIONS
> Appraisal

An appraisal is a written statement, independently and impartidly prepared by a
qualified appraiser, setting forth an opinion of defined value, of an adequately described
property, as of a specific date, supported by the presentation and analysis of relevant
market information.

» Contributory Value

Contributory value of an improvement, fixture, tract of land or portion thereof is an
amount by which the total value of a property is changed either due to its presence or
absence.

» Eminent Domain

The lowa Congtitution in Article 1, Section 9 provides that "no person shall be deprived
of life, liberty or property without due process of law". Article I, Section 18 further
provides that "Private property shall not be taken for public use without just
compensation first being made, or secured to be made to the owner thereof, as soon as
the damages shall be assessed by a jury, who shall not take into consideration any
advantages that may result to said owner on account of the improvement for which it is
taken'.

> Equipment

Readily relocatable persona property not specifically designed or adapted to the
function of the real estate. These items may be attached, but their remova would not
impair the function or use of resalty.

> Fixtures

Fixtures are defined as alditions to real estate by reason of their attachment and the

specific purpose which they serve. Fixtures are usualy permanently affixed to the
building or land and contribute to the purpose or use of the basic redlty.
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» Just Compensation

lowa courts have trandated the congtitutional term "fair and just compensation™ into a
formula which defines the "measure of damage" to be used in determining the amount to
be paid when private property is acquired for public use. Just Compensationis expressed
in terms of market value and states that the measure of damage is the difference between
fair and reasonable market value of the whole tract immediately before the acquisition
and the fair and reasonable market value of the remaining portion immediately after the
acquisition, without consideration of any benefits to the property which may have
resulted or may result in the future from the proposed improvement. Likewise, in the
case of total acquisitions of property, fair and reasonable market value is considered as
the basis for "just compensation”.

Basis:
lowa Congtitution, Article 1, Section 18; lowa Civil Jury Instructions 2500.3; Belle
v. lowa State Highway Commission, 126 N.W.2d 311 (lowa 1964); Harris v. Board
of Trustees of Green Bay Levee & Drainage Dist. No. 2, Lee County, 59 N.W.2d
234, 237 (lowa 1953); Aladdin, Inc. v. Black Hawk County, 562 N.W.2d 608 (lowa
1997).

> Fair and Reasonable Market Vaue

STATE OF IOWA DEFINITION-- The term “fair and reasonable market value’” means
the cash price which would be arrived at as between a voluntary seller, willing but not
compelled to sdl, and a voluntary purchaser willing, but not compelled to buy. It
assumes a buyer and seller are bargaining freely, in the open market for the purchase and
sde of the real estate in question.

The term does not mean a vaue under circumstances where greater than its fair price
could be obtained, nor does it mean the price which the property would bring at a forced
sale. It does not mean what the property is worth to the plaintiff (owner) nor what the
defendant (acquiring authority) can afford to pay, but what it is fairly worth in cash on
the open market, as above dtated.

Basis:
lowa Civil Jury Instructions 2500.4

In short, the fair and reasonable market value of a property is to be consdered in the
same manner that a knowledgeable, voluntary buyer determines the fair and reasonable
market value of a property-- what are its capabilities, what are its detriments, what is it
farly and reasonably worth in the market place? The jury and/or Compensation
Commission is entitled to be informed of al-factors which (1)the willing seller would
impress upon the willing buyer that tend to show vaue and (2) the willing buyer would
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impress upon the willing seller that tend to indicate lack of value--including sales of
comparable properties and evidence of its highest and best use.

Basis:
lowa Civil Jury Instructions 2500.6 and annotated authorities, Bellew v. lowa
State Highway Commission 171 N.W. 2d 284, 288-289 (lowa 1969); and, In Re
Primary Road No. 141, 255 lowa 711, 124 N.W.2d 141, 147 (1963).

The determination of “Market Value” may not consider or reflect any enhancement in
value of the subject, caused by the public improvement which has prompted the taking.
(No sales exhibiting these effects may be used as a comparable in arriving at the value of
the subject property, either before or after the date of condemnation.)

Basis:
lowa Civil Jury Instructions 2500.3; Socony Vacuum Qil Co. v. State, 170 N.W.2d
378 (lowa 1969).

» SdvegeVdue

Vaue inherent in fixtures and persond property to a purchaser who must remove them
from the premises at the purchaser’s expense, for transport to another location allowing
a reasonable period of time to find a purchaser with knowledge of the uses and purposes
for which they are adaptable and capable of being used, including the separate use of
serviceable components and scrap when there is no reasonable prospect of sale, except
on that basis.

Any compensation for the loss, damage or reduction in value of persona property will
be made as a Relocation Assistance payment.

Basis:
Section 6B.42 Eminent domain — payment to displaced persons, and, lowa Code,
Section 316.2(3); Nidy and Company v. State, 189 N.W.2d 583 (lowa 1971); Cahill
V. Cedar County, lowa, 367 F. Supp.39 (N.D. lowa 1973).

» Vaduein Place

Vaue in place is defined as the amount a prudent purchaser would pay for an item
(fixtures and equipment) in place; determined by the use the item contributes to the
whole property. This value is typically based on the ingtaled cost of the item less
depreciation. I nstalled cost includes the cost of the item plus costs of any foundations,
wiring, plumbing, permits, etc., necessary for the item to reman in the existing
operationa condition.
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The lowa DOT typicaly requests this valuation information in fixture and equipment
gppraisas. This information is also used by the Relocation Assistance Section when
making an “Actua Direct Loss of Tangible Persona Property” determination.
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APPRAISAL, GUIDELINES & REQUIREMENTS

> Access

Access to an established roadway is considered a property right. Every property has the
right to free and convenient access to a public road system. However, the right of access
associated with a property abutting a public roadway does not include the privilege of
unrestricted entry at each and every point along the frontage. Through exercise of police
power, state and local governments are authorized to control access. Abutting owners
are not entitled to compensation if their property retains or is provided with reasonable
access compatible with highest and best use.

Valid exercises of police power by agovernmental authority and which do not entitle the
abutting landowner to compensation for damages may include:

¢ Insertion of median dividers only separating the lanes of travel

)/
L X4

Changing traffic from two-way to one way

L)

% Increase or decrease in traffic volume, or a change in the nature of traffic on
the roadway

+ Limitations of size, weight, and class of vehicles authorized to use roadways

L)

7
L X4

Limiting access to defined entrance locations

Basis:
Linge v. lowa State Highway Commission 260 lowa 1226, 150 N.W.2d 642
(1967); Lehman v. lowa State Highway Commission 251 lowa 77, 99 N.w.2d
404 (1959).

A landowner is not entitled to damages for denial of accessto a new highway or section
of a relocated highway designated as a controlled-access facility at the time of its
congtruction. No right of access vests, therefore no compensation can be alowed. While
the landowner may recover damages to the land caused by the fact that the road
separates a parcd into two tracts, the landowner may not recover for loss of access to the
highway itsdlf.

Basis:
Lehman v. lowa State Highway Commission 251 lowa 77, 99 N.W.2d 404
(1959); Des Moines Wet Wash Laundry v. City of Des Moines, 197 lowa 1082,
198 N.W. 486, 489 (1924).

When a property presently has frontage on two or more roads and access is denied or
substantially impaired on one of the roads, availability of the aterrete does not
necessarily eiminate damages to the remainder.
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Frontage roads present an additiona access question. If direct access is impaired, the
property may be damaged even though the frontage system is a substitute for the direct
access, athough the frontage road may reduce or eliminate such damage.

Access is one area in which there is a limited judicial record. Many aress are ill
subject to additiona judicia review and ruling. Therefore, when a specia issue is
encountered, the appraiser is advised to consult with the Chief Appraiser.

If the frontage road right of way is purchased by either warranty deed or permanent
easement, public maintenance will be provided. A frontage road or entrance constructed
on atemporary easement will not have public maintenance.

Right of way plans on some highways will include predetermined access locations
(PDA). Most PDA’s will be built during project construction. Construction of entrances
at PDA’swhich are not built until after the project completion will be by the lowa DOT.
These un-built PDA entrances will be constructed in response to the property owner's
request.

» Adverse Possession

Acquisition of property rights through the legaly prescribed process of "open and
notorious occupancy”. No private individuals may acquire property rights to government
owned lands through adverse possession. Therefore, no compensation may be paid for
the acquisition of private improvements located on public lands or for reclaiming public
lands from private occupancy.

» Advertising Devices (Signs)

In lowa, when an advertising sign is located within the proposed acquisition area, it is
generally considered as personal property and will be moved under the state's
Relocation Assistance Program.

Advertising signs may be categorized into two main groups, OnProperty Signs and Off-
Premise Signs.

On-property signs advertise the principal product sold or activity conducted on the
property where the sign is located and may require local, city or county permit or
approva.

Off-premise signs are those signs displaying general advertising about products or
services available at locations other than at the sign site. With the exception of special
event dgns, al off-premise signs require a permit which is issued through the
Advertisng Management Section in the Office of Traffic and Safety at the lowa
Department of Transportation.
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Examples include: billboards owned by advertising companies; county-municipal-school
district recognition signs that welcome approaching travelers; and, church service club
signs that display a message relating to locations or meeting times.

An advertising device WILL BE APPRAISED and acquired:

« When there is an on-property advertising sign on atotal acquisition, the sign will
be appraised as part of the real property.

+ When the advertisng sign cannot legally be moved back onto remaining land
because of zoning or spacing requirements. Generaly, this involves off-premise
signs on partial acquisitions.

+ When the sign and/or structure supporting the sign cannot physically be moved

or it is not economicaly feasible to move it. This generadly involves masonry
structures.

> Allocation of Just Compensation

lowa Code Section 6B.45 requires that the property owner be provided an "itemization
of appraised vaue of real property or interest therein, any buildings thereon, al other
improvements including fences, severance damages and loss of access'. The review
appraiser is to alocate an estimate of just compensation, concluded in a Detailed
Appraisal (Before and After) or a Vaue Finding Appraisal, into the categories noted on
Form 633-102. The allocation is to be based upon either, the gppraiser’ s conclusions and
opinions stated in the report, or the review appraiser’s interpretation of the market data
This form will become a part of the review appraiser’s report and will be presented to
the property owner.

» Appraisa Confidentiality Requirement

Except as required by due process of law or written consent, it shall be considered
improper for the appraiser to disclose to the property owner or athird party the appraisal
report or any of the observations or conclusions reached until the appraisal becomes a
matter of public record.

> Appraisal Objectivity

The appraiser's duty in preparing an gppraisal is to provide an unbiased opinion of "fair
market value' of a specified property and an estimate of "just compensation” for a
proposed acquisition. The value conclusion is to be objective and unrelated to any
perceived desires, wishes or needs of the acquiring agency or property owner. The
appraiser is neither to withhold nor to overemphasize any facts, data or opinions
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concerning the subject, or in any other particulars to become an advocate. The appraiser
has an obligation to present data, analysis, and value conclusions without bias,
regardless of their effect on any party to the action.

» Approachesto Vaue

The appraisa report should include only those approaches to vaue that are pertinent to
the property appraised. Any approach to vaue that is not applicable to the solution of
the appraisa issue may be omitted. Reasons for omitting any approach to value should
be clearly stated in the report. When sufficient market sales are available to support the
fair market value for the appraisal, the appraiser should include only a Sales Comparison
Approach to vaue in the appraisal report. When appraising properties with older
improvements, the cost approach to value should be omitted. When appraising
properties that are not normally leased, the income approach to value should be omitted.
The sales comparison approach to value should be examined in all cases where market
salesexis.

» Assumptions and Limiting Conditions

The following is a partial list of assumptions and limiting conditions which are
acceptable in gppraisas for the lowa DOT. Some assumptions may not be applicable to
all appraisas. The appraiser may assume:

+»+ The photographs contained in the individua appraisa reports were taken by
the appraiser on the date the property was inspected. Any photo taken on a
different date or by another person is appropriately labeled.

+» Thetitle to the property is good and merchantable, free and clear of al liens.
There are no encumbrances other than those mentioned in the appraisa
report.

« The plans, plats, lega descriptions and other data furnished by others are
assumed to be correct and reliable, but the appraiser assumes no
respons bility for their accuracy.

+ Theindividua appraisals conform with the lowa Congtitution and lowa Code
and do not reflect any benefits or diminution of value caused by the proposed
improvement, and do not include non-compensable items of damage.

< Any temporary easement area acquired will be retained by the State until

completion of the construction project and will be returned in the condition
indicated by the project plans.
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« Existing drainage will not be adversaly affected by highway construction
unless otherwise specified in the data furnished. Tile lines on remaining
property will function properly after highway construction is completed,
unless otherwise noted.

+« The property is appraised as though under responsible ownership and typica
management.

% In those cases where the State does not erect a right of way fence, and
fencing is required, the property owner will be paid separately for the cost of
fencing the new right of way line. The property owner has a right to pasture
livestock adjacent to any State erected fence but must assume Al
responsibility for restraint of such livestock. Any project effect on fencing
other than right of way fence or temporary fence will be consdered in the
individual appraisa reports.

+»» The property owner or lessee will be paid separately for loss, if any, of
growing crops or completed field preparation.

« The lowa DOT may use any or al of the contents of appraisal reports only
for normal business functions.

> Benefits Offsetting Damages

Article 1, Section 18 of the lowa Constitution forbids project benefits from being used to
offset either damages or land costs during eminent domain acquisition. See Page 3,
“Jurisdictional Exception Rulée’.

> Benefits or Diminution of Vaue

Benefits may be defined as, "A sgnificant market advantage which has resulted, or
which may result in the future, from the public improvement for which land is sought to
be acquired." Diminution in value may be defined as "A significant reduction in value
resulting from anticipation of the impending project or any other public improvement
project”.

No consideration may be given to changes in vaue resulting from speculation based on
knowledge of the project. This speculation may result in either an increase or decreasein
the property vaue. An eminent domain project property appraisal must reflect the
value of subject property asif the project did not exist.

The appraiser shall consider comparable sales of properties located in the vicinity of the
property being appraised. However, when sale prices of these properties reflect
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enhancement or diminution of value caused by anticipation of the proposed project, the
appraiser shal regject such sales and substitute sales in unaffected comparable locations.

Basis:
Socony Vacuum Oil Co. v. State, 170 N.W.2d 378 (lowa 1969).

The facts and circumstances of sales rejected because their sales price reflects benefits or
detriments shall be reported by memorandum to the Chief Appraiser or Manager of
Appraisa Production.

Likewise, if, during the interview, the owner informs the appraiser of a sde that
occurred, AND it was NOT used in developing the appraisal, the appraiser should note
that fact in the owner contact.

» Comparable Sde

Market datais essential to each of the three value approaches. The appraiser’s opinion of
value is to be based on objective rather than subjective analysis. In order to accomplish
this, the appraiser must use comparable sales.

In order for a sale to be consdered a valid comparable to the property under
appraisement, it must meet three criteria.

1. The comparable sde must be competitive. That is, it should be a easonable
substitute for the subject property. The comparable must be smilar enough in
Size, shape and features.

2. The comparable sde must quaify as an open market transaction. This
requirement eiminates sales that are not “arm’s length” sales. There should be
no unusua circumstances about any particular sale that could distort its price.

3. The comparable sale should have a sae date relatively close to the date of value.
The appraiser must also consder general market price trends. The sale prices of
all properties are generally affected by inflation or deflation and by other local
influences more than nationa trends. The more current a sale, the less chance
there is for some influence affecting a sale€' s comparability.

Every property is unique in some way. Because of this, the appraiser may have difficulty
in finding recent sales of completely comparable properties. While the appraiser should
make every attempt to collect sales that are as similar as possible in time, location and
major characteristics, there sometimes may not be enough market to do so. It then
becomes necessary to widen standards of comparability to obtain an adequate number of
sales. The appraiser should never use salesthat do not meet the criteriafor an open
mar ket transaction.
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In lowa eminent domain appraisa, there are additional criteria which define what is
considered to be acomparable sde.

An “ams length” sale of the subject property can be used as an indication of the fair
market value of the subject property.

Basis:
Jordan v. lowa Department of Transportation, 468 N.W.2d 827 (lowa 1991);
Riley v. lowa City Board of Review, 549 N.W.2d 289 (lowa 1996); Redfield v.
ISHC, 99 N.W.2d 413 (lowa 1959); Campbd| v. ISHC, 222 lowa 544, 269 N.W.
20 (1936),

The sdles price of third party sales which are comparable to the subject property, as a
matter of law, is independent evidence of the value of the subject property. For such
sales and sde prices to be comparable, they must be similar in size, use, location,
character of land and time, mode and nature of the sale.

Basis:
In RE Primary Road No. lowa 141, 255 lowa 711, 124 N.W.2d 141, 147 (1963);
Belle v. lowa State Highway Commission 126 N.W.2d 311 (lowa 1964);
Redfield v. lowa State Highway Commission 99 N.W.2d 413 (lowa 1959); lowa
Development Company v. lowa State Highway Commission 122 N.W.2d 323
(lowa 1963).

Land contract sales must be reduced to thelr cash equivaent value when used as a
comparable sde.

Basis:
lowa Civil Jury Instructions 2500.4; Jordan v. lowa Department of
Transportation 468 N.W.2d 827 (lowa 1991).

Speculative contract sales or contract sales for a consideration other than money should
not be used as comparable sales.
Basis:

Redfield v. lowa State Highway Commission, 110 N.W.2d 397 (lowa 1961).

Sales of lots and small acreages are not comparable sales for determining the before
value of alarge farm unless there is a present demand for such uses or a reasonable
expectation of demand in the near future.

Basis:

Martinson v. ISHC, 134 N.W.2d 340 (lowa 1965); Belew v. lowa State
Highway Commission, 171 N.W.2d 284, 288-289 (lowa 1969); Redfield v.
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ISHC, 99 N.W.2d 413 (lowa 1959); lowa Development Company v. lowa State
Highway Commission 122 N.W.2d 323 (lowa 1963).

Neither the sales of properties under the threat of condemnation or properties that have
been condemned may be used as comparable sales. Sales reflecting special benefits or
detriments from public improvement projects under appraisal may not be used.

Basis:
lowa Civil Jury Instructions 2500.7;_Socony Vacuum Oil Co. v. State of lowa,
170 N.wW.2d 378 (lowa 1969); Jones v. lowa State Highway Commission 259
lowa 616, 144 N.W.2d 277, 280 (1966);

An unaccepted offer of sae that assumes that a certain use of the property will be
permitted and that subsequently fail to reach fruition because the assumption is
incorrect, should not be used as a comparable sde.

Basis:
Danamere Farms, Inc. v. lowa Department of Transportation, 567 N.W.2d 231 (lowa
1997); Hardaway v. City of Des Moines, 166 N.W.2d 578, 580 (lowa 1969).

» Closing Costs

Costs associated with the closing of real estate transactions such as future abstracting,
mortgage release, etc. shall not be considered in the appraisal. These are handled under
Separate payment during the acquisition, relocation, and closing processes.

» Contacts With Property Owner and Tenants

When preparing an appraisal, the appraiser must contact the property avners, or their
designated representative, before an on site physical inspection of the subject property.
Permisson to ingpect the property must be requested and the owner or ther
designated representative must be invited to accompany the appraiser on the
property inspection. (See Page 7, “Statement of Property Owners Rights’) The
appraiser is to interview that person in order to gain such information as is required to
properly complete the assignment.

Any questions the owner may present concerning the proposed acquisition are to be
researched and answered if possible.

All contacts with the owner are to be in a helpful, non-argumentative manner. In the

case of a leased property (except resdentid month to month and annual farm
leaseholds) the appraiser should also interview the tenant. The tenant must be offered an
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opportunity to accompany the appraiser on a propety inspection if tenant-owned
improvements are affected by the proposed acquisition and/or when it is determined
there is a leasehold.

Copies of property plats and the summary of proposed acquisitions may be presented to
the owner and tenant.

> Contacts With the Public

Appraisers are to promote good public relations for the agency through professional
conduct and exercise of discretion in their contacts with the public. Individuals should
issue no statements to news media without the approval of the Right of Way Director.

> Cost to Cure

When appraising apartial acquisition where monetary damages, due to acquisition, may
be substantially reduced through some action on the part of the property owner, and the
cost of that action is less than damages would otherwise be, the appraiser is to consider
the "cost to aure’, or actua cost to solve the Situation, in the report. The total of cost to
cure and damages, as cured, must not exceed the total damages as if not cured.
Significant costs to cure must be supported by written contractor's estimates, attached to
the appraisal report. The "Cogt to Cure" is considered an appropriate technique, as it
reflects actions of purchasers in market transactions when they examine deficient or

damaged property.

Although the owner of the property may opt to do so, the appraiser $rould not use cost
to cure when the removal of buildings or fixtures to the real estate is required to lessen
or mitigate damages.

Basis:
Wilson v. Fleming, 239 lowa 718, 31 N.W.2d 393 (19483).

» Crop Loss
Appraisals prepared prior to condemnation are not to consider crop loss in the
acquisition area. Compensation will be provided separately at the time of acquisition or
condemnation.

In the case of an appraisal for court testimony where the crop was not harvested by the
owner, the appraisal shal consider the value as of the condemnation date.
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> Donations

lowa Code Section 6B.54(9) and Title 23 of the United States Code of Highways,
Section 323, provide that a person whose rea property is acquired in connection with a
Federal-aid highway project may offer a gift or donation of such property, or any part
thereof, or of al or part of the "just compensation” paid for the property, to a Federa
Agency, a State or a State Agency, or to a Political Subdivision of a State, as determined
by that person. Such donation may only occur after the person has been fully informed
of their right to receive "just compensation” for acquisition of the property.

When property is acquired by donation, no gppraisal is required. However, owners must
also be fully informed that they are entitled to an appraisal of the property along with an
offer of just compensation. It is not unusual for an owner to insist upon recelving an
appraisal, even though the property is ultimately to be donated, for accounting and tax
reasons.

If an owner wishes to donate land, the lowa DOT’ s or Acquiring Agency’s obligation to
appraise and offer just compensation for the acquisition of property must be waived.
Form 633-220 provides for the property owners written release. This document is
normally presented to the property owner by the acquisition agent in the negotiation
process.

> Driveways--Additiona Maintenance

State law provides that the lowa DOT shdl pay the property owner $20.00 per lined
foot for additiona length of any driveway to a remaining residence, requiring private
maintenance, that is relocated as a part of a highway construction project. The purpose
of this payment is to reimburse the property owner for future maintenance costs of the
additiona driveway length. The additiona length will be specified on the summary
sheet provided in the parcd file. See Exhibit 21-7.

Basis:
lowa Code Section 306.19(2a)

> Duplication of Damages

Highway construction plans often provide for the replacement of drives, walks, parking
surfaces, retaining walls, etc., or specify that certain trees or shrubs will not be disturbed
during congtruction activities. The appraiser shall exercise care to avoid payment for
these items in the after valuation. Damage for items replaced shall not appear in the after
valuation unless their utility is diminished.
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» Easements
+»» Temporary Easements

Temporary easements are for stated purposes and limited time periods, which
vary with the requirements of the easement. When appraising the after value of
temporary easement areas, the appraiser shall consider the condition in which the
tract will be left after the completion of the construction project, the length of
time the easement will be in force, and whether the owner will have any
rehabilitation expense after it is released.

Temporary easements are acquired for many specific purposes such as. borrow,
haul road, shaping dopes, ditching outlets, removing acquired improvements,
driveway construction, utility construction, etc.

+»» Temporary Easement Haul Roads

A road grade will normally be constructed for haul roads. This grade will be
removed and the ground elevation returned to its approximate origina contour,
prior to the abandonment. A haul road easement will be eleased following
completion of the construction project.

+» Temporary Easement Borrows

A temporary easement borrow is normaly purchased when a quantity of fill
material is required for the construction of a specific highway project. The
appraiser is to be provided a surface drawing of the limits of the easement and
the limits of the actua borrow area within the easement. A cross section plan or
topographic map indicating the final sope of the borrow is aso to be provided

by the Agency.

In the case where the plans and "Summary of Proposed Acquisition,” furnished
by the Agency, state that topsoil is not to be replaced, only the after condition for
the borrow isto be valued.

In case where the plans and "Summary of Proposed Acquisition” state that
topsoil is to be replaced, the appraiser is to value the borrow assuming the
replacement of eight inches of topsoil throughout the borrow area. If, during the
property inspection, or analysis, the appraiser should conclude that soil quality,
topographical features, change of highest and best use, or use for commercial,
industrial or resdential development, precludes the need for topsoil replacement,
the gppraiser may contact the Chief Appraiser for instructions on how to
proceed.
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On borrows where topsoil is to be replaced, the lowa Department of
Transportation is required to make provisions for the salvage of top soil. The

property owner is no longer responsible to provide an area to store topsoil during
borrow activities.

Basis:
lowa Code Section 314.12A

Stabilized crop seeding and fertilizing will be applied to al areas except water
covered areas of lake-type borrows and borrows where topsoil is replaced.

Temporary borrow easements will normally be released after completion of the
grading, paving and eroson control on project.

If field tile lines are severed by removal of the borrow materia, the state's road
contractor will perform whatever restoration is necessary to assure continuing
function of any tile remnant draining on remaining land. Therefore, thisisnot an
appraisa issue except that the borrowed portion will not be re-tiled.

Codts for temporary perimeter fencing for a borrow easement will be reimbursed
as part of the acquisition process and not as part of the appraisal.

The after value of the borrow easement areas shdl be supported by market or
income analysis. Sales of former borrow areas may be used for documentation of
values.

% Permanent Easement Borrows

lowa DOT policy is to vacate permanent easements for borrow one year after al
congtruction has been completed, except on those permanent easements for
wetland mitigation purposes in addition to borrow purposes. Permanent easement
borrows are usually acquired for use on more than one project or for use at
different stages of a single project. Therefore, the appraisal will consider the
easement right to permanently encumber property.

+¢ Permanent Easements for Ponding

Ponding rights are obtained by a permanent easement covering a specific area.
They are typically obtained when drainage structures are proposed with a raised
entrance flow line.

When ponding is required, a specified easement area will be indicated. The

appraiser will consider the effect on the remaining property. A ponding easement
includes purchase of a specific right only. The appraisal is to recognize the value
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remaining as derived from the property rights not acquired. Property fence can
usualy be re-congtructed along the right of way line, leaving the owner in
protected physical possession of the ponding easement area. A fence berm, along
the right of way, will normally be constructed to facilitate fence construction.

If a previous ponding agreement has been obtained from the property owner, the
existing ponding area normally will not be designated on the highway plans or
summary sheet, but a copy of the agreement may be included in the parcd file.
These prior agreements shall be considered as an existing limitaion to the rights
of ownership. Care is to be exercised to avoid duplication of payment when
considering the value of a subsequent acquisition.

If only the proposed ponding elevation is indicated on the highway plan, the
appraiser will consider the property to be undamaged. In that case ponding
conditions which are not desired by the property owner will be eliminated during
acquisition. Elimination of unwanted ponding easements should not be initiated
by the appraiser.

+ Permanent Easements for Road Purposes

When a permanent easement for road purposes is acquired, the method of
appraising the property shall be same as if the acquisition were by fee title. Use
of the easement area is assumed to be permanently lost to the remaining

property.

¢ Permanent Easements for Special Purposes

Permanent easements are purchased for such specia purposes as to construct and
maintain a berm, backslope, drainage structure or flowage. They may aso be
purchased for utility locations, scenic preservation and other purposes. In these
instances, the easement is for a single purpose and usualy does not result in the
total loss in vaue of the described area. Each easement of this type should be
considered according to the individual purpose and limitations placed upon the
property owner's future use of the affected area.  Any fencing which may be
required, may be erected along the new right of way line.

» Fencing

K/
**

Partial Acquisitions—The appraiser shdl not consder loss of Right of Way
fence as a damage item in pre-condemnation appraisals. Separate payments will
be made for replacement of existing fence, and for construction of new fence
along relocated highways. The appraiser will not consider any extra fencing
damage such as additional fence corners or water gap fencing along new right of
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way line, as these costs will also be compensated separately. All other fence
located within the area purchased, whose utility is not replaced by conventional
right of way fence, shal be considered in the appraisal. This may include
ornamental or special-purpose fences, and interior field, lot or lane fencing.

Basis:
lowa Code Section 6B.44

% Total Acquisitions--On al total acquisitions, fence need not be separately valued.
The fence should be considered as it contributes to the overall value of the

property.

X Agency Erected Fence-The agency will congtruct a line fence along
freeway right of way. Such fence will be maintained for access control purposes
only. The adjacent owner is permitted to use the fence as a property line fence;
however, the owner must assume full responsibility for the restraint of livestock.
If specia fencing is required by the property owner, it will be addressed during
the acquisition process.

X Temporary Fence--Any temporary fence that may be required, during the
period of highway construction, shall not be considered as a part of the pre-
condemnation appraisal. Such fence, when erected, will be compensated for by
the Didtrict. In appraising for condemnation or court appeal, the appraiser shall
consider any temporary fence that may have been required.

> Haul Roads--See Easements

> Hazardous Substances/Contamination

This is defined as contaminants of buildings and/or land which are recognized as
potentially hazardous to public health or safety. These materials may include but are not
limited to: asbestos, petroleum, farm and industrial chemicals, urea formaldehyde foam
insulation (UFFI), etc. The appraiser is to note any suspected presence, and immediately
notify the Chief Appraiser.

The appraiser should be especialy aware of the implications of ground stains, lack of
vegetation, underground storage tank filler caps and vents, improperly storage or
disposal of chemical bottles, cans and drums.

++ Underground gasoline and oil tanks

The appraiser is to identify the ae, condition, location, Size, and contents of

tanks present, if possible. The Chief Appraiser is to be notified immediately of
tank existence. The lowa DOT will ascertain whether the tanks are a
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contaminant. Lega tanks are registered with the lowa Department of Natural
Resources (DNR). Illegal tanks are subject to fine by the DNR.

s Ashestos

The appraiser will identify the type, location and condition (friability) if possible.
Asbestos is most commonly found in furnace and pipe wrap, house siding, floor
tile, and sound absorption sprayed ceiling texture.

The following information is required by the Environmental Protection Agency
(EPA) asapart of their notification policy on asbestos removal.

Parcel Number
Property Address
Description and Type
Size or Amount

Age

Previous Use

Present Use

+ Chemical Waste

The appraiser isto note any chemical disposal sites or spill areas and, if possible,
identify the chemical. These may include old barrel storage areas and improperly
disposed of chemica cans in farm dumpsites. The Chief Appraiser is to be
immediately notified of their existence.

WARNING — The appraiser is to take proper precautions when inspecting properties
with suspected chemica or asbestos contamination. Y ou are not expected to be an expert
in this field, and thus should protect yoursalf in stuations where it is possible to inhale
or come in physical contact with dangerous substances.

Neither the liability for nor the reasonable cleanup costs can be considered by the
appraiser until they have been established in alega proceeding brought by the DNR or
by the acquiring authority as required by law.

Basis:

lowa Code Sections 455B.381 through 399; Aladdin, Inc. v. Black Hawk
County, 562 N.W.2d 608 (lowa 1997).

» Inspection Of Subject Property
When preparing an appraisal, prior to inspecting the subject property, the owner or

owner's designated representative shal be given an opportunity to accompany the
appraiser during the appraiser's ingpection, unless the owner cannot be located. See Page
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7, “ Statement of Property Owners Rights’. The appraiser will conduct the inspection in
a manner that will fully revea and yield the data needed to properly complete the
appraisal. All buildings that ae included in the proposed acquisition, or are being
substantially affected, will be entered for inspection. This inspection will include
viewing al required portions of the property, making necessary measurements and
taking applicable photographs. The inspection will be conducted in a manner that will
avoid any unnecessary disturbance of livestock, crops, operations of business,
customers, etc.

In the case of a leased property (except residential month to month and annual farm
leasehol ds) the appraiser should also interview the tenant. The tenant must be offered an
opportunity to accompany the appraiser on a property inspection if the tenant-owned
improvements are affected by the proposed acquisition and/or when it is determined
there is a leasehold interest.

If permission to inspect is denied, the appraiser will notify the Chief Appraiser who will
determine the appropriate procedure to follow in completing the assignment.

> Interim Use of Improvements

An interim use is the temporary use of an improvement to generate income during the
period preceding redevelopment. When the value of a tract, as if vacant, exceeds or
equals the value as currently improved, a change in use must be considered as probable.
If redevelopment is imminent, the vaue of improvements is normally a negative and
equal to the difference of their cost to remove and their salvage value. If redevel opment
IS postponed, some consideration must be given to income which may be generated
through the interim rental of improvements.

» Landlocked Tracts

A tract severed from existing access, by an acquisition, to which no alternative accessis
to be provided, is considered landlocked. When the file data indicates a landlocked tract
will be acquired and the owner expresses a desire to retain the area, this information
should be brought to the attention of the Chief Appraiser. The appraisal is to reflect the
access status of atract as reflected on the project plans and property plat.
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» Legd Descriptions
Legal descriptions are typicaly one of the following:
++ Rectangular Grid System or Government System

This system was authorized by the Continenta Congress in 1785 and by
subsequent Congressional acts. This system is in use today in 30 of 50 Hates,
including lowa. Excluded from this system are the 13 original colonies, al
Atlantic coast states (except Florida), Hawaii, West Virginia, Kentucky,
Tennessee and Texas.

Land is divided into townships approximately six miles square, each township
normally containing thirty-six sections and each section normally containing 640
acres. Thisisthe most typical rural legal description in lowa.

+«+ Lot and Block System

This system, including subdivision plats, was developed as an outgrowth of the
rectangular survey system. It is used to simplify the locational descriptions of
smdl parcels. This system is the most typical urban legal description in lowa.

< Monuments

This is a legd description by reference to naturd or manmade objects. If
monuments are permanently fixed and unequivocaly identifiable, description by
monuments is satisfactory. It is found in some lowa rurd aress.

% Metes and Bounds

A description of a parcel of land by reference to the courses (angles east or west
of due north or due south) and distances (usually in feet or chains) of each
draight line which forms a boundary, with one of the corners tied to an
established point, such as a section corner, or the intersection of center lines of
two roads, etc. In lowa it is normally used in conjunction with a government
system or lot and block description.

+« Land Grant Description
A description of land resulting from French or Spanish land grants. These areas

are exempted from the Government System and exhibit descriptions similar to
Metes and Bonds descriptions. A few areas of this type can be found in lowa.
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+ Recorded Plat

A description of a parcd of land by reference to a survey plat which has leen
filed in the Office of the County Recorder.

» Livestock Passes

On projects where an existing livestock pass is not replaced, the appraiser will consider
whether this loss affects the value of the remainder. If a drainage structure is used as a
stockpass the appraiser will not consider the loss as a compensable item of damage,
unless an ingtruction is provided to the contrary. Property owner requests for new
stockpasses will be deferred and will be addressed during the acquisition process.

The lowa DOT will maintain al stockpass structures, but will not be responsible for the
maintenance of approaches or clearing of passageway.
> Liquid Petroleum (LP) Tanks

Liquid Petroleum tanks located within the proposed acquisition area or which serve
improvements to be acquired, must be researched as to ownership.

Where a petroleum system, including the storage tanks, is put to the same use as the
reaty and the owner intended to make the system a permanent part of the redl estate, a
liquid petroleum tank is real estate and not persona property.

Basis:
Young v. lowa Department of Transportation, 490 N.W.2d 554 (lowa 1992).

If the tanks are leased and will not be included with the real estate, they will be
identified as such and the lessor will be named. Any other items such as satellite dish,
yard ornamentation, etc. that are not considered part of the rea estate, must be clearly
identified in the appraisa report.
» Machinery and Equipment
Identification criteriainvolved in M & E appraisalsinclude:

+« Machine Unit Datac manufacturer's name, location, specifications; seria and

model numbers, size or capacity; machine name; standard or auxiliary

attachments; drive arrangement type; etc.

+ Prime Mover Data: eectric, hydraulic, pneumatic, steam, etc.
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+« Installation Data: controls, millwright work, foundations, etc.
« Owner's Identification or inventory number
% Record Data: physical, functiona, economic

¥ Ownership

» Malling Address

Lessor and |lessee names and mailing address will be listed on Forms 633-101, 401, or a
page attached thereto. In the case of multiple owners, al names and addresses, if
available, must be reported in the appraisal. When the appraiser is unable to secure an
owner or tenant’s name or address, he/she should report that information to the Chief
Appraiser, and documented in the appraisal report.

Property addresses must identify either a street, avenue, or rural route number because a
post office box number cannot be served in the event of a condemnation proceeding.

Continue to indicate post office box numbers as applicable together with the proper

numbered street, avenue, or rura route address. Applicable zip code numbers must also
be secured and identified.

» Minerd Deposits

lowa does not follow the unit rule in valuing the value of a mineral deposit. It is
improper to calculate damages to the owner of a minera interest right by multiplying the
amount of minerals by the royalty figure or market price.

Basis:
Bowser v. lowa Department of Transportation 504 N.W.2d 632 (lowa 1993).

However, the amount and value of recoverable minerd deposits are proper and
necessary elements to be considered in determining the before and after value of the
minera leasehold.

Basis:
Lehigh Clay Products, Ltd. v. lowa Department of Transportation 512 N.W.2d
541 (lowa 1994).

»  Minimum Payment

Appraisas will not recommend a minimum payment or damage, but will reflect the
appraiser's estimate of compensation due.
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» Mitigation of Damages

When the parcd file data and/or highway plans indicate that the construction will be for
the specific use and benefit of the subject property, such construction can be considered
in the valuation process, but only to the extent that it may offset severance damage to
remainder. Examples include entrance congtruction, ponding easements, flowage
easements, etc.

> Non-Compensable Items

An acquisition, in which the use of eminent domain is a possibility, is a proceeding to
acquire real property. It is not a proceeding against the owner of the property. In the case
of a partid acquisition, payment of the difference between the before and after value of
the property will justly compensate the owner for al compensable damages caused to
the remaining real property.

The lowa Supreme Court has considered and rejected a number of claims for damages
which, if paid, would provide either double or duplicate recovery; or which do not
damage remaining rea property. Therefore, they are non-compensable.

A number of damage items have been held by courts to be generally noncompensable.
Following isalist of such items which the appraiser shall not consider.

+» Lossof anticipated profits or increase in operating expenses
Basis:
Kurth v. lowa Department of Transportation 628 N.W.2d 1 (lowa 2001);
City of Des Moinesv McCune, 487 N.W.2d 83 (lowa 1992); City of Des
Moines v. Wizer, Inc., 446 N.W.2d 289 (lowa 1989); Nedrow V.
Michigan-Wisconsin Pipeline Co., 61 N.W.2d 687 (lowa 1953); Johnson
County Broadcasting Corp. v. lowa State Highway Commission 256
lowa 1251, 130 N.W.2d 707 (1964); Wilson v. lowa State Highway
Commission, 249 lowa 994, 90 N.W.2d 161, 169 (1958).

+» Lossof good will in business (State does not acquire business interest)
Basis:
Kurth v. lowa Department of Transportation 628 N.W.2d 1 (lowa 2001);
Post-Newsweek Cable, Inc. v. Board of Review; 497 N.W.2d 810 (lowa
1993); Nichols on Eminent Domain, Vol. 4, §13.13[2]; Am. Jur. 2d.
Eminent Domain, 8335.
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Inconvenience during construction including temporary loss of business
Basis:
Wilson v. lowa State Highway Commission, 249 lowa 994, 90 N.w.2d
161, 169 (1958); Blank v.lowa State Highway Commission 252 lowa
1128, 109 N.W.2d 713 (1961).

Loss of sentimental value

Basis:
lowa Civil Jury Instructions 2500.4; Nidy and Company v. State, 189
N.W.2d 583 (lowa 1971); Stortenbecker v. lowa Power & Light Co., 96
N.W.2d 468 (lowa 1959); Hamer v. lowa State Highway Commission 98
N.W.2d 746 (lowa 1959).

Change in volume or rerouting of highway traffic

Basis:
Grove & Burke, Inc. v. City of Fort Dodge, 469 N.W.2d 703 (lowa
1991); Wilson v. lowa State Highway Commission 249 lowa 994, 90
N.W.2d 161 (1958)

Congtruction of only median or dividing strips to control traffic
Basis:
Simkinsv. City of Davenport, 232 N.W.2d 561 (lowa 1975).

Loss of any existing private use of a portion of highway or established right
of way
Basis:

Richardson v. Derry, 284 N.W. 82 (Iowa 1939).

Loss or cost of removing improvements located on present established right
of way, except where such use is alowed by prior contract, deed or
condemnation reservation
Basis:
Richardson v. Dery, 284 N.W. 82 (lowa 1939); DePenning v. lowa
Power & Light Co., 33 N.W.2d 503 (lowa 1948); Fanning v. Mapco, Inc.,
181 NW.2d 190 (lowa 1970); Moran v. lowa State Highway
Commission, 274 N.W. 59 (lowa 1937).

Circuity of travel

Basis:
Hinrichs v. ISHC, 152 N.W.2d 248 (lowa 1967); Nelson v. lowa State
Highway Commission 253 lowa 1248, 115 N.W.2d 695 (1962); Warren
v. lowa State Highway Commission, 250 lowa 473, 93 N.W.2d 60
(1958).
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X/
**

Any injury suffered in common with the community and not peculiar to the
subject property
Basis:
Hinrichs v. ISHC, 152 N.W.2d 248 (lowa 1967); Nadler v. City of Mason
City, 387 N.W.2d 587 (lowa 1986).

Damage items considered to be remote, speculative or contingent
Basis:
Randdll v. lowa State Highway Commission, 241 N.W. 685 (lowa 1932).

Denial of accessto anewly created highway that did not previoudy exist
Basis:
Lehman v. lowa State Highway Commission 251 lowa 77, 99 N.w.2d
404 (1959).

Ownersinability to locate an acceptable substitute property or location
Basis:
City of Des Moinesv. Wizer, Inc., 446 N.W.2d 289 (Iowa 1989).

Loss, damage or reduction in vaue of personal property and moving

payments. (See Page 69, “Relocation Assistance and Payments’)

Basis:
Interstate Finance Co. v. lowa City, 149 N.W.2d 308 (lowa 1967); Nidy
and Company v. State, 189 N.W.2d 583 (lowa 1971); Cahill v. Cedar
County, lowa, 367 F. Supp. 39 (N.D. lowa 1973); lowa Code Section
316.2(3); lowa Code Section 6B.42.

As part of the appraiser’s analysis of the appraisa problem, the appraiser shall consider
al potentia items of damage. The appraiser shall determine if a potentid claim for
damages to remaining rea property has been considered and compensated in the after
vaue or in the value of remaining land or if the potential claim for damages would either
allow duplicative recovery or would make payment for noncompensable items of
damage.

> Personal Property

It is important to have a good understanding of which items are considered as persona
property and which are considered as the red property to be acquired.

lowa law is not very clear about the distinction between personal and real property. In
generd, afixture or piece of equipment is considered to be rea property if:

Its removal would be injurious to the structural integrity of the building,
structure or other permanent improvement; or

62



«» A typical buyer of the rea property would consider the item to be part of the
real property; or

+» The item cannot be removed without injuring the structural integrity of a
building, structure or other permanent improvement.

It is critical that an understanding be reached among the Appraisal, Relocation and
Acquisition Sections before problems develop. Up-front planning and communication is
very important to ensure a quality appraisal, successful negotiations and relocation
activities that are in the best interest of the property owner. Typicaly, Relocation
Assistance will reimburse the owner for the cost of moving the personal property.

» Ponding-- See Easements
> Property Unit - Larger Parcel - Parent Tract-- Synonymous terms

The owner of each eminent domain parcel is entitled to a separate award. Public
acquisition authorities that exercise the powers of eminent domain are bound by
congtitution and statutes to offer to pay just compensation. Landowners are entitled to be
paid for not only the land or property rights acquired, but also for damages caused to the
remaining property. The purpose of the damage to remaining property element of just
compensation is to make the property owner whole by compensating for the injury to the

entire property.

The appraiser must consider al the capabilities of the property as to the business or use
to which the property has been devoted, and of any and every use to which it may
reasonably be adapted or applied.

The larger leasehold and/or operating unit parcel shall incorporate al contiguous real
estate, or rea estate in reasonable proximity thereto, that is under the same ownership,
or leasehold and operated as an assembled economic unit. To do so, the appraiser must
consider:

< If the tract being acquired, either in whole or in part, has an enhanced or
specia value because of its use as a part of the assembled economic unit thet
can not be readily replaced by the owners' purchase of a replacement tract;
or,

«» Alternatively, do tracts not being acquired lose any specia value as part of an
assembled economic unit that cannot be readily replaced by purchase of a
tract smilar to the tract being acquired?

If either consideration is the case, the appraiser and gppraisal reviewer must each include
an alocation of value to the various tracts in their respective reports.
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In determining the larger parcel or parent tract, roads and physical separations do not
alone prevent non-contiguous tracts from being a single eminent domain parcel. Two
tracts separated by a highway, but devoted to one actua and permanent use, are
consdered as one parcel for eminent domain purposes.

The appraiser must consider how the parcd is being used in order to determine the entire
or remaining parce. If the property being acquired is being used aong with other
property as an assembled economic unit, it is effectively owned and operated by the
same person or entity so that they have a specia vaue because of their unified use. They
collectively congtitute the larger parent, or before parcel.

It is considered as one parcel even if one of the tracts of a leasehold and/or operating
unit is being purchased from a third party on contract as long as all the tracts are being
operated as an assembled economic unit. The fee owner is holding title as security for
the payment of the purchase price by the contract buyer. Thus, the fee owner holds an
interest in the form of a lien. The fact that the acquiring authority must use a separate
transfer document to obtain the signature from the contract seller does not change this
result.

A husband and wife are considered as one entity. All properties that are recorded as
owned ether individualy or in combination by either of them, and operated as a single
unit, shall be considered as one parcel.

For eminent domain purposes, a business operating on three tracts, where two tracts are
in the name of the hushand and the third is in the name of the husband and wife, is one

parcel.
Basis:
Crigt v. lowa State Highway Commission123 N.W.2d 424 (lowa 1963))

An assembled economic unit is an eminent domain parcel even when the ownership
interest in one of the tractsis limited to a lease,

Basis:

Wilkes v. lowa State Highway Commission 172 N.W.2d 790 (lowa 1969);
Estelle v. lowa State Highway Commission 119 N.W.2d 900 (Iowa 1963).

Land areas which are considered as wetlands, forests or conservation aress, etc., and/or,
are identified as environmentaly sendgtive lands, restricted as to development, may or
may not be considered as separate parcels. All elements of the restricted use must be
considered. Sometimes these lands may be incorporated in a development plan to yield a
higher density of development for adjacent developable land. See lowa Code Section
314.23.

A lega description of the part of a property being acquired for the project (the design
parcel) may be considered as the parcel in the case of temporary and minor acquisitions.
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In instances where the extent of the property unit is unclear, the Chief Appraiser may
provide instructions as to what congtitutes the property unit to be considered.

» Public Utility Lines

The required relocation of water, gas, sewer or eectric lines owned by a utility company
or public body and located in existing or future right of way will not be considered in the
appraisal.

» Reocation Assistance and Payments

Relocation Assistance and Payments are provided pursuant to lowa Code Chapter 316.
lowa eminent domain acquisitions that involve the displacement of persons must aso
provide relocation assistance as required by lowa Code Section 6B.42. This is required
regardless of whether the project is funded ether by federa, state or local funding, or
any combination thereof.

In order to prevent unjust enrichment or duplication of payments, there should be no
congderation in the appraisal of items and situations covered by Relocation Assistance.

The appraiser should have a basic understanding of the scope of costs that are covered
by the lowa Department of Transportation’s Relocation Assistance Program.

Although the Relocation Assistance Manua and/or Relocation Assistance Supervisor
should be consulted for an in-depth discussion of the program, none of the following
relocation assistance costs should be considered in the appraisal report.

Moving and Related Expenses

+ The actua, reasonable and necessary costs to disconnect, move and re-
connect personal property.

+«» Payment for actua direct loss of tangible persond property. Generdly, thisis
personal property made obsolete because of the acquisition where the value-
in-place is less thanthe cost to move.

+«»+ The purchase of substitute personal property, storage expenses for personal

property, business re-establishment expenses and expenses incurred in
searching for a replacement property.
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Replacement Housing Costs for Homeowner-Occupants

¢ The supplemental payment which, when added to the amount paid for the
acquired residence, is equa to the reasonable cost of a comparable
replacement residence.

+* Increased interest costs.

% Actua reasonable and necessary expenses incidental to the purchase of a
replacement residence. Incidental expenses associated with the acquired
resdence are also paid by the lowa Department of transportation, but not
under the relocation assistance program.

Replacement Housing Costs for Tenant-Occupants and Certain Others

+ The supplemental payment which, when added to the monthly rent paid for
the acquired residence, times 42 months, is equal to the reasonable rental cost
for a comparable rental unit, with certain cavests, OR

< A payment to make a down payment for the purchase of a qualifying
residence.

For specifics, see the Right of Way Relocation Assistance Manual. For additional
clarification, or further information, contact the Chief Appraiser.

> Residentia Portion

The appraiser or review appraiser may be requested by the Relocation Assistance
Supervisor to determine the estimated acquisition cost of a displacement dwelling. This
most often occurs when an owner resides in a mixed use or multi-family property. The
appraiser is no longer to estimate the value of residentia portion of the acquisition
(building, septic system, and well) on atypical lot. The appraiser must determine "that
portion of the acquisition payment which is actudly attributable to the displacement
awdling'.

If the displacement property is appraised and acquired based on a highest and best use
other than residential, such as vacant commercial, the acquisition price of the residential
portion is the per unit price applied to the square footagethat is considered to be typical
for aresidentia ste.

Examples:
If the displacement dwelling is located on a 30,000 square foot lot that is

apprai sed based on the determination that the property has a highest and best use
for vacant commercia development and is purchased for $3.00 per square foot.
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Also, that the typical residential site size in the area is 10,000 square feet. The
acquisition price of the residential portion in this case would be 10,000 (sg. ft.) x
$3.00 per 0. ft., or $30,000.

If the displacement dwelling is part of a commercial building which is valued at
$25 per sguare foot of building including land, the value of the residentia
portion is determined by multiplying the residentia square footage by the
determined per square foot value of $25. Say, the displacement dwelling
contains 1,000 square feet and is a part of a commercial building containing
5,000 square feet. The total building vaue, a $25 per square foot of building
including land, is $125,000. The vaue of the residertia portion is $25,000.

If you are unsure of any of these determinations, consult with the Chief Appraiser or the
Relocation Assistance Supervisor.

» Revisons (Design and Title)

When minor changes in the right of way or construction design are desired, parcel
divison isrequired, or a change in ownership is to be reported, the appraiser shall file a
form 633-021, "Request for R.O.W. Design Revison" with Right of Way Design
Supervisor. The request should be supported by explanatory materials.

» Rounding of Vaues

Appraisers should minimize rounding within the calculations of an individual approach
to vaue, however, the FINAL VALUE ESTIMATE SHOULD REFLECT A
REASONABLE DEGREE OF ROUNDING. The conclusion of vaue should reflect
common pricing practices in the market area for that type of property. (eg. do not use
hundreds, tens, ones, or cents as the rounding point unless the typical market saes
indicate that thisisin fact where purchasers are themselves rounding)

» Septic System

In any dSituation where the proposed right of way acquisition, either permanent or
temporary, interferes with the function of a septic system, the appraiser is to determine
and document the necessity and degree of cure required. The appraiser will investigate
local hedlth rules, interview the local health officer and document the position utilized.

The lowa DOT does not assume responsibility for, or pay damages to correct illega
septic systems. The State of 1owa should not be held financialy responsible for costs to
bring systems into compliance, if the systems are illega or nonconforming under
current regulations.
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Any cost to cure for a legal conforming system shall be documented by a detailed
contractor's estimate and clearly stated within the appraisal report. This estimate
becomes a maximum amount to be paid by the Agency for correction of the septic
system. The owner will be reimbursed for actua costs, upon receipt by the Agency of a
contractor's statement, following completion of the cost to cure.

Each septic system sSituation must be considered on an individua basis, as determined by
the appraiser. As required, advice and assistarce will be provided in order to seek an
appropriate solution.

» Titleand Ownership Verification

Ownership and leasehold data furnished to the appraiser in parcel files may be
incomplete or outdated. The appraiser has the responsibility to determine the true extent
of the unit that will be appraised and provide a complete and accurate listing of the
titleholders and lessees and their addresses. This can best be accomplished during the
interview of the property owner and/or operator. If the unit or title is different from that
furnished in the parcel files, the appraiser shall secure the proper data from available
records. This data is to be delivered to the Right of Way Design Supervisor for use in
correcting office records. If the appraiser has any doubt as to what congtitutes the
property unit, the Chief Appraiser should be consulted before proceeding with the
appraisal.

» Underground Lines

All privately avned water lines, utility lines or other service lines crossing existing
primary road, county road or city street right of way, either with or without a permit,
shal be relocated at owner's expense. This includes crossing lines which lie in the
additional right of way to be acquired.

Where the lines lie totally on private property approximately parallel to the existing right
of way, their acquisition shall be considered as an element of damage and compensation
may be based upon a"cost to cure" to relocate.

Where a relocated highway crosses existing private lines, and when regulations will
permit such continued line crossing, the cost of relaying lines in compliance with lowa
DOT gspecifications shal be consdered as an element of damage. If it is not possible to
allow the lines to remain or be reestablished, the damages caused by their loss shall be
considered.

Privately owned underground lines located in temporary easement areas shdl be
compensated for based on a cost-to-cure, if they are damaged.
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> Uneconomic Remnant

An uneconomic remnant is defined as “a parcel of rea property in which the owner is
left with an interest after the partia acquisition of the owner’s property, and which the
acquiring agency hes determined has little or no value to the owner”.

A tract is considered to be an uneconomic remnant if it is not economicaly feasible to
continue the use of this tract by itsdf, or as a part of a larger separated remainder,
because of its Sze, shape, access, change of use, or other detrimental characteristics
resulting from the acquisition.

The determination may be made during the Design, Appraisal or Acquisition activities
of the right of way process, but will generdly occur during the appraisa/gppraisa
review or acquisition activities.

The appraiser or review appraiser should notify the Chief Appraiser or the Appraisa
Production Coordinator, when a potentia uneconomic remnant is found. The Right of
Way Director will be informed and the decison whether to offer to acquire the remnant
will be made, except when the decison would conflict with or compromise the
provisions of other Federal or State law or regulation.

If a remainder or part of a remainder is determined to be an uneconomic remnant,
revised property plats will be furnished to the appraiser and placed in the parce file.

» Units of Comparison (Taxable Acres)

Units of comparison are the components into which a property may be divided for
purposes of comparison. The lowa DOT Design Section furnishes property areas based
on County Assessor’s calculations which are expressed in terms of taxable acres or
taxable sguare footage.

In the analysis of sales of comparable properties, the appraiser should express sale prices
in terms of the appropriate sae price per taxable acre or taxable square foot.

» Vauation of Minor Items

One area of significant difficulty in appraisal of partial acquisitions is the vauation of
minor items. When determining the value of any rea property improvements to be
acquired, the appraiser is to value those items that contribute to the overall value of the
property. With some rea property items, the item's cost (less depreciation) can be a
valid measure of the contributory value.

Properties with varying numbers of trees do not sell for amounts in direct relationship to
the difference in the number of trees. Differences in landscaping, unless they are highly
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significant, (such as none as compared to a property with beautiful, manicured
professona site improvements) are frequently not recognized by the market. It is
frequently difficult to measure the contributory value of various items of landscaping.

The cost of a replacement tree (or other landscaping or type of site improvement) of
equa size and growth, installed on remainder property, as determined from a nursery, is
generdly not a reasonable measure of a tree's value in place. When the improvement
whose vaue is enhanced by the trees or landscaping is acquired, the trees or landscaping
may have no recognizable value standing alone after the acquisition.

The value of trees and/or landscaping will ultimately be supported primarily by the
appraiser’ s experience, sound judgment, and reason.

» Wagon, Tractor and Stock Passes

When acquired and not replaced in new construction, passes shall be valued as to their
contribution to the market value of the property before the acquisition. Passes are not
typically included in new construction, except as an alternate use of a necessary drainage
or bridge structure. New passes may be constructed only at no cost to the state.

> Wdls, Primary

When a well that is the primary water supply for subject is to be acquired or otherwise
rendered unusable by the right of way acquisition, the appraisal shdl be on a cost-to-
cure basis.

A wedll contractor is to be hired to test the capacity of the well and the quality of the
water. The contractor is to determine the gallons pumped per minute. A water sample
will be taken and sent to a qualified laboratory to determine the bacterid and nitrate
level. The intent is to have a benchmark for a new water source. This should help to
reduce the number of claims of poor quality or low water volume in a new replacement
well. The charges for the two tests completed by the well contractor can be submitted to
IDOT for payment.

» Widls, Secondary

If the property appraised has more than one well and the well acquired is a secondary
water supply, the appraiser must determine whether the remaining water supply is
adequate for the continued use of the remainder property. If the water supply is not
adequate, the appraisal shall be based on the cost-to-cure to replace the well with one
that will produce potable water in sufficient quantity to supply the unmet needs of the
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remainder property. If the remaining water supply is adequate, the appraisal shal only
include the contributory value of the well acquired.

71



APPRAISAL REVIEW PROCEDURES

DEFINITIONS

> Appraisal Review

An appraisal review is an examination and determination by a review appraiser that the
form and content of an gppraisal conforms with the requirements of law, rule, and this
manua; and that estimates of market value and just compensation are comprehensive,
supported by the rea estate or persona poperty market data, and are a reasonable
compensation for the loss in property value and/or damages. The review may include an
independent analysis of data from submitted appraisal report(s) and other gathered data,
reaching an independent estimate of fair and reasonable "just compensation”. When
completed by a staff review appraiser, the finding is aso a fina determination of the
amount to be offered by the Agency as "Just Compensation”.

> Review Appraiser
A review gppraiser is an individud with the Agency delegated administrative
responsibility to ascertain final determinations, to accept appraisals, to approve appraisa

estimates of just compensation and, if an Agency review appraiser, to establish an
amount to be offered by the Agency as “Just Compensation”.

FUNCTION AND PURPOSE OF REVIEW

» To protect the interests of the public

A qualified review appraiser should examine al appraisas to estimate the amount to be
offered by the Agency as just compensation, to assure that they are fair, reasonable and
meet applicable appraisal requirements.

» To protect the interests of the property owner

The review appraiser must also assure the appraisal analysis is fair and reasonable as it
relates to the effect of the proposed acquisition on the remaining property. This includes
review for the existence of uneconomic remnants.

» To provide an gpproved estimate of just compensation

An lowa DOT review appraiser or Loca Public Agency review appraiser or

Administrator using appraisals and other data as required, shall establish an estimate of
just compensation to be offered for the purchase of property under eminent domain.
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» To provide consistency of values

In projects involving multiple properties and/or ownerships, the review appraiser is to
maintain a logical consstency from property to property in the amounts paid for land,
improvements and damages. Of special concern are projects using more than one
gppraiser and the differences resulting from the independent analysis of neighboring

properties.
» Tomaintain ahigh quality appraisal product

Prior to the acceptance of an appraisal, the review appraiser shal request the appraiser to
make al necessary corrections and revisons. The review appraisser may provide
technica advice and instruction, or other training, in order to improve the appraiser's
technique and ability. The review appraiser may recommend reference materid or
courses of study to improve an appraiser's product. At the conclusion of a project he
review appraiser will issue a written critique of the appraiser's performance as an aid to
the appraiser and to the Agency administration.

REVIEW APPRAISER SDUTIES
> REPORT REVIEW AND ACCEPTANCE

The review appraiser independently performs areview of al appraisals and other reports
submitted to determine the soundness of the appraiser's opinion of fair market value,
adequacy of the appraiser's supporting data and documentation, the logic of appraiser's
anaysis, whether the appraisal report conforms to the provisons of this manual, if
adequate consideration was given to all compensable items of damage, and, to verify the
exclusion of items non-compensable under lowa law.

The gppraisal review function conssts of an al-inclusive evaluation of appraisas.
Factudly presented data and calculations may be spot checked for accuracy (sometimes
by a subordinate technician). Appraisa reports are to be criticaly evauated in al
respects with validity and reasonableness of the estimate of just compensation being a
principal focal point. Subject properties should be inspected by the review appraiser
along with the comparable sales and other data presented in the appraisal report.

If additional documentation, correction, or revision to an appraisal report is required, the
review appraiser may return the appraisal report and require the appraiser to make the
appropriate changes before resubmitting for continued review. When returning the
appraisa report, the appraiser must be made clearly aware of the issues found by the
review appraiser and clarifications, corrections or additions requested. This may be done
either by letter or verbaly with a memo to file. If there is insufficient time to alow the
appraiser to make changes or when the review appraiser and appraiser are not in
agreement, the review appraiser shal provide the corrections or additions necessary, as
part of the written review.
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The review appraiser el regject, accept or approve appraisals submitted and shall
approve an estimate of just compensation for the property under appraisa. The approved
value may be the same or different from that of the appraisa report. When a vaue
different from that of he appraisa is approved, the review appraiser’s report shall
document the new estimate of value. The review appraiser may accept dl, or parts of
one or more of the submitted appraisal reports, or reject the same depending upon
his’her independent findings and conclusions. The review appraiser may accept or reject
the appraisal reports in tota. When the reviewer establishes an independent vaue
conclusion in lieu of approving the value conclusion of a submitted appraisal report,
he/she becomes the appraiser, but no subsequent independent appraisal review is
required. The review appraiser will discuss the appraisal deficiencies with the appraiser
prior to establishing an independent value estimate.

» ESTIMATE OF JUST COMPENSATION

An lowa DOT review gppraiser or Loca Public Agency review appraiser has the
authority and responsibility to independently approve an estimate of just compensation
for the acquisition of property.

The approved value may be the same or different from that of the appraisal report. When
a value different from that of an appraisa report is approved, the review report shall
document a new estimate of just compensation.

On the basis of additional information, the reviewer may subsequently adjust the
approved estimate of just compensation by preparation of a new review report giving
reasons for changes made. An appraisal prepared for property owners and submitted to
the Agency may also be considered when the review appraiser reconsiders the approved
estimate of just compensation.

A Contract Review Appraiser may provide appraisal acceptance and fair market value
appraisa review determination, but the Agency remains responsble for the final
determination of the amount to be offered asjust compensation.

» ALLOCATION OF JUST COMPENSATION

lowa Code Section 6B.45 requires that the property owner be provided an "itemization
of appraised vaue of real property or interest therein, any buildings thereon, al other
improvements including fences, severance damages and loss of access'. The review
appraiser is to alocate an estimate of just compensation, concluded in a Detailed
Appraisa (Before and After) or a Vaue Finding Appraisal, into the categories noted on
Form 633-102, “Allocation of Just Compensation”. The alocation is to be based upon
either the appraiser’s conclusions and opinions stated in the report, or the review
appraiser’ s interpretation of the market data.
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This form must be completed and included in al appraisa re