STATEMENT IN SUPPORT OF APPEAL TO
THE PROPERTY ASSESSMENT APPEAL BOARD

This appeal relates to a car wash located at 800 N Jefferson Way, Indianola (“the
Property”). Following successful appeals of both the 2011 and 2013 assessments, the Warren
County Assessor increased the assessment for 2015 from $533,700 to $658,600, despite the lack
of any changes or improvements to the Property. The Warrant County Board of Review refused
to reduce the assessment. Executive Laser Wash hereby appeals the decision of the Warren
County Board of Review on the grounds that (1) there is an error in the assessment, (2) there is
fraud in the assessment, (3) the property is assessed for more than the value authorized by law,
and (4) the assessment is not equitable as compared with assessments of other like property in
Warren County.

A. There is Error in the Assessment and Fraud in the Assessment as the Warren

County Assessor Has Repeatedly Ignored the Rulings of the Property
Assessment Appeal Board.

The Property has been the subject of two recent appeals to the Pfoperty Assessment
Appeal Board (“PAAB”) for the tax years beginning January 1, 2011, and January 1, 2013. On
April 3, 2012, PAAB issued its decision for the 2011 aiapeal (Docket No. 11-91-0193). A copy
of PAAB’s decision in the 2011 appeal is attached hereto. Relying on the testimony of appraiser
Ted Frandson, PAAB found that the actual value of the Property, including non-taxable
equipment and prior to any discounts, was $800,000. PAAB also found, however, that the
Property was subject to environmental contamination which reduced the value of the Property.
Based upon Mr. Frandson’s testimony, PAAB applied a 15% contamination discount to the
Property, excluded the value of the non-taxable equipment, and arrived at a value of $430,000.

On April 12, 2013, the Warren County Assessor increased the assessed value of the

Property from $430,000 to $594,600, despite the fact that there had been no material
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improvements or changes to the Property. Executive Laser Wash appealed the 2013 assessment.
On February 13, 2015, PAAB issued its decision for the 2013 appeal (Docket No. 13-91-0369).
A copy of PAAB’s decisioﬁ in the 2013 appeal is attached hereto. PAAB again found that the
Property was subject to environmental contamination and stated that “[i]t is clear there is
spbstantial uncertainty and risk inherent with the ownership of this property.” Order at p. 9.
PAAB fﬁrther found that the Property’s fair market value was “impaired both by the actual
contamination that exists on the property as well as the stigma that attaches to a property that is
or has been contaminated.” Order at p. 10. PAAB held that the Warren County Assessor’s 2013
assessment “failed to account for either.” Order at 10-11. PAAB again relied on the testimony
of appraiser Ted Frandson and found that the value of the Property, including non-taxable
equipment and prior to any contamination discount, was $830,000. Reducing this amount by the
value of the non-taxable equipment and applying a 15% contamination discount, PAAB ruled
that the value of the Property was $533,700. PAAB declined to increase the contamination
discount from 15% to 25% as was proposed by Mr. Frandson. Mr. Frandson had testified that a
25% contamination discount was warranted because of the DNR’s renewed interest in the
Property. PAAB held, however, that “[t]he evidence before PAAB demonstrates that the DNR
did not indicate its renewed interest in the property until, at the earliest, June 2013, well after the
relevant assessment date of January 1, 2013,” and that “[p]rior to this, the testimony and exhibits
suggest the DNR had not contacted Executive concerning the contamination since 2004.” Order
at 11. Accordingly, PAAB held that the evidence concerning the DNR’s renewed interest in the
Property could not be considered in the 2013 appeal and thus 15% was still the appropriate

contamination discount. Order at 11.



On April 1, 2015, the Warren County Assessor again increased the assessed value from
$533,700 to $658,600, despite the lack of any changes or improvements to the Property. The
Property is still contaminated and, in fact, the DNR’s renewed interest in the Property as
discussed in PAAB’s February 13, 2015 ruling is now within the relevant period of
consideration.  The Assessor apparently refuses to acknowledge that the environmental
contamination to the Property reduces its value, despite the fact that PAAB has now twice held
that it does. The Assessor’s actions in repeatedly ignoring the rulings of PAAB and increasing
the assessment after a successful appeal shows complete disregard for the authority of PAAB. It
is entirely unfair to require property owners to fight the same legal battle year after year. If
every assessor in the state routinely ignored PAAB’s assessment rulings and in the next
assessment year simply re-set the value to that which had been challenged in the previous year, it
would frustrate this process and effectively deny taxpayers their right of appeal.

The Assessor’s refusal to recognize the environmental contamination to the Property
constitutes an error in the assessment. Iowa Code § 441.37(1)(a)(1)(d). Likewise, the Assessor’s
repeated disregard of PAAB’s orders constitutes fraud in the assessment. Iowa Code §
441.37(1)(a)(1)(e). Accordingly, the Board of Review should reduce the assessment as set forth
below.

B. The Property is Assessed for More than the Value Authorized by Law.

Attached hereto are pertinent portions of an updated appraisal of the Property performed
by Ted Frandson. Mr. Frandson’s prior valuations of the Property have twice been accepted by
PAAB as establishing the actual value of the Property. The date of this appraisal is May 15,

2014, only months before the relevant date of value of January 1, 2015. Mr. Frandson



determined that the value of the Property, including non-taxable machinery and equipment and

prior to any contamination discount, was $860,000:

Land: $454,000
Improvements: $204,409
Equipment: $201,591
Total: $860,000

Mr. Frandson further found that the Property is subject to environmental contamination
and that “the property owner indicates he has been contacted by the DNR office recently to
resume testing on the subject site.” This is consistent with PAAB’s finding in its February 13,
2015 order that the DNR had begun showing renewed interest in the Property in approximately
June of 2013. Because the DNR’s renewed interest in the Property pre-dates the relevant date of
value of January 1, 2015, it is properly considered in this appeal. Mr. Frandson concludes that
“[c]onsidering the potential expense of site testing/monitoring, legal costs to comply with future
DNR action, and unknown variables, we estimate a minimum discount of 25 percent, and it is
likely that the discount is greater than 25 pércent.” Applying Mr. Frandson’s minimum
contamination discount of 25%, and excluding the value of the non-taxable equipment, results in

a taxable value of $493,807:

Land: : $454,000
Improvements: $204,409
Less 25% Contamination Discount: $(164.602)
Total Assessed Value: $493,807

Because the assessed value of $658,600 far exceeds the Property’s actual value of
$493,807, the 2015 assessment should be reduced accordingly.

C. The Assessment is Not Equitable Compared with Assessments of Other Like
Properties.

The Assessor’s 2015 assessment of the Property constitutes an increase of more than

23.4% over the 2013 assessment. Other similar or neighboring commercial properties did not



see such a substantial increase. 506 N Jefferson Way, another car wash facility, received only a
5.6% increase. 1905 W 2nd Ave, another car wash facility, received only a 5.7% increase. 910
N Jefferson Way, a grocery store, received only a 2.3% increase. 1207 N Jefferson Way, a fast
food restaurant, received only a 2.5% increase. 607 N Jefferson Way, a convenience store,
received only a .4% increase. 1303 N Jefferson Way, a restaurant, received a .2% decrease in its
2015 assessment. 1103 N Jefferson Way, a fast food restaurant, received only a 3.4% increase.
300 N Jefferson Way, a fast food restaurant, received only a 3.4% increase. 700 N Jefferson
Way, a fast food restaurant, received only a .5% increase.

The change in assessment for these other properties ranged from a .2% decrease up to a
5.7% increase. The 23.4% increase for the subject Property far exceeds the change in
assessments for these other properties, despite the fact that there were no improvements or
changes in the Property. Accordingly, the 2015 assessment for the Property is not equitable as
compared to other properties and should be reduced. Iowa Code § 441.37(1)(a)(1)(a).

CONCLUSION

The Property Assessment Appeal Board should not tolerate the Assessor’s repeated
disregard of its orders concerning this Property. Executive Laser Wash should not be required to
fight this same battle year in and year out. The actual value of the Property, as established by
Ted Frandson’s May 2014 appraisal, is $493,807. Accordingly, the 2015 assessment should be

reduced accordingly.



STATE OF IOWA
PROPERTY ASSESSMENT APPEAL BOARD

Express Car Wash,
Petitioner-Appellant,
ORDER
v,
Docket No. 11-91-0193
Warren County Board of Review, Parcel No. 48-860-00-1116
Respondent-Appeliee.

On January 9.2012, the above-captioned appcal came on for hearing before the fowa Property
Assessment Appeal Board. The appe-al was éo’néucted under lowa Co‘d‘c_‘ section 441.37A( 2)(afb) and
- Towa Administrative Code m_les 701-71-.2]( 1)etal. Petitioner-Appellunt, Express Car Wash, was
represented by attorney John -'D.‘ Hintze of Ahlers & Cooney, PC, Dcs Moincs. The Warren c oiumyv
Board of Review was represented by Couﬁ,_l_y Anorney John Criswell, and Assessor Br;izin Amold
participated at hearin g on us behalf. The Appeal Board now having examined the entire r’_e’;c;ﬁd._ heard
the testimony, and being fully advised; finds:

Findings of Fact

Express Car Wash. Inc. (:Exprc:';s)‘ owner of property located at 800 N Jefferson Way.
Indianola. Iowa, ap_pcalé from the Warren County Board of Review d'eci‘sion reassessing its property.
The real cstate was classified commercial for the January 1. 201 1. assessment and valued at $63 1 J700:
representing $397,000 in land value and 234,700 in improvement value. Express protested 1o the
Board of Review on'the grounds that the property was not equitably assessed compared 1o other like
property under {owa Code section 441.47(1)(a): that the property was assessed for more than
zmihoriz¢d by faw under section 441.37(1b): and that there is an error in the assessmert under section
412701 )f d). It attached 2 letter 1o its Roard of Review petition explaining its claims and giving a

history of the property and its-current envitonmental status.



The Board of Review denied the protest.

Express then appéaled 1o this Board on the same grounds. ‘On its appeal forny, Express valued
the property at 3459,300. As éf the heariﬂg; howe\;cr, Express now values the subject property at
$430.000 based on an appraisal it obtained..

The subject property is a seven-bay car v.;zmh built in 1994, It has 5200 square feet on the
ground floor. The car wash has four automatie bays and threc manua] bays. It sits ona 1.302 aere site.
The site was a former fuél station auto service and repair shop. During its use by others, it had five
underground storage tanks (UST) that were removed in 1991. } eshani purchased the ti)repeny erlY] the
Snmjsl Business Administration in 1994, and was told at thal time the site'had a low risk of
'e‘m"ifanmema! contamination. However, after his purchase and ‘a»mund. that time it was detetmined the
taniks had ]eakagc z'm‘dv war‘e-sub'sequenﬂ)i determined to be leaking underground storage tanks (LLUST).
The property is currently lisied as a “high risk” LUST site by the lowa Department of Natural
Resources (DNR).

Amir Jeshani, owner of Jixpress, testified at bearing. Jeshani testified Express® assessment was
$459.300 in 2010, ar;d increased in 2011 1o $631,700. He indicated the increase was a result of major
change in the land value from $142,800 in’20‘l.0' 10 $397,000 in 201 1. Jeshani submitted three years of
financial records because, in his opinion, the valué of the car wash is larpely based on the revenue it
can produce. His net income has decreased $60,726 between 2008 and 2010, Jeshani noted that
expenses have increased, and in today s economy, washing your car is a discretionary expense.

S eshani pointed out that a competing 10-bay car wash located three blocks away at S06 N
Jelerson, sold in September 2004 for $6350.000 (including non-taxable equipment). Additionally. he
noted the propeny s ,curre,mfusscsséd t'nlué is 5536,_5-(-}(»);' Its land assessment is 5221, 100, while the
stibijject land is assessed at $397.000. Jeshani 'bel-i:a-{cs- it the subject property were sold it would bring

less. since the Jefferson cir wish seneries piore revenue,



Jeshani also. pe‘inicﬁ. out that the-subject property’s land is asscsscd at $7.00 per-.séuaré féo_i_-,

_and retail properties suchAas Dairy Queen, Hy-Vee, and (,ountry Kitchen. located within five blocks of
=t?ht;-subject praperty, are ajsscsséd':fof less at S—S’,ﬁ'ﬁ-, $3.62. and $3.40 per square foot te‘s‘pedivcly. He
believes this strip drea land value should be valued equally or higher than the subject. This Board
notes the lot sizes or other comparable dta regarding these properties was not submitted; therefore. it
must be given little weight because direct comparisons between the subject property and the ot'hgr
-propcrtics cannot he analyzed. Express™ petition to the Board of Review also listed several
ésscssm@ms of car wash property located in Des Moines. It avemipts 10 reference these properties to
~ support:the conclusion that they are competing pr@pérﬁ&s_that all received rcductior;s in their
assessmenis. Thi_s_, Board. however, notes those propertiés are not located in Warren County; and
therefore, their assessments cannot be used in an equity c]ai'm. Maytag Co. v. Purtridge, Towa 210

N.W.2d 584, 594-595 (lowa 1973).

| A majer concern in Jeshani’s prolé‘js’_t is the large increasé in the land value. Hc testified the
subject site is beiing conisidered a ~high risk” leakiig udérgroutid storage tank site. This |
_ conamination was caused by the five underground tanks utilized by a prior owner. Jeshani testified
potential owners would have difficulty getting funding from lenders and would have additional
administrative and/or regulatory obligations. In his opinion.v the DNR’s continued requests would
decrease the value of the subject property.

Assessor Brian Amold, on behalf of the Board of Review. cross-examined Jeshani. He
questioned Jeshani regarding a refinanced mortgage Arnold believed Jeshani tried to obtain on the
Express property. However, it is clear from Jeshani™s testimon)y that the retinancing includes other car
washes hé owns, not just the Express pméeﬂ}:' Therefore. we give no \vaight to the mortgage or

refinancing information in the record.

. .
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Yed Frandson of Frandson anid Assotiatés, s Moines, lowa, appraxscd the: 'subjéci: property as
Cof Janudn 1.2011. He also testified at hcarmg for i:xpress_ In-summary. Frandson zmtlaﬂ} valued. the
subxcct property at $806, 000 This value: however, inchides the value of machinery and equipnient
and considers the property with no environmernital contarmination. Frandson also concluded a market
x'éx'}qe for the subject property after deducting the value of the machinery and equipment ($245.577)
and accounting for the existing cnvironmental contamination on the property. To reflect the
eiivironmental contamination, he made a 15%. adjustment. [lis final conclusion of value for the subject
property is $430,000, as of Jahwary 1, 2011

Feandson conducted all three approaches to value. lie valued the property as if uncontaminated
and ‘_t'__hc_ﬁ later adjusted his reconciled value to reflect thﬁe contamination. |

Frandson first valued the subjeet property using the cost approach. To defermine a laﬁd value,
Frandson chose four land sales that occurred in Indianola in the general vicinity of the subject
property. The majority of these sales are dated; three oceurred between June 2004 and June 2006. The
fourth sale ok place in.S-eptember 2009. Howcver, Frandson testificd he made significant
adjustments for time. Frandson also stated t_hét only other nomtinal adjustments to the sales were
hecessary. e concluded a vatue of $7.00 per square foot for the site and a total site value of
$397,000.

Frandson then determined the replacémem cost for Express” improvements using Marshall and
Swift Faluation Service. He determined the total estimated accrued depreciation for the building was
72% and depreciated the other site improvements at 80%. Including the eqiipment valuc, he arrived at
a 101al depreciated cost of improvements of $438.027. Adding this value 10 the land value, Frandson
concluded a cost approach value of $S§35,000 (mu'nti_é,_d ).

Frandson™s safes « um;unxon approach n,\mmned four sdles of car washes in lowa. Twao sales

werd infndisnok. one sule was o Palk Chry, und he. nn.ﬂ Saie was i Oskaloosa. Three of the sales



wefe reeent, occurring between June 2009 and February 2010 ‘The fourth sale was more dated and

_' ot:curred in September 2004. Frandson noted he considered the sales on a price-per-bay basis and used
this-price-per-bay basis to establish-the subjeet’s ifproveinerit value. He tcsuﬁcdthfs methiod was

_reasonable for a car wash property rather than a price per square fooi- Frandson’s adjusted range of -
L'a"er per bay was between $99.450 a_nd' $130,000. 'U'Sin‘g a per-bay value of $115,000, he conéluded a
‘sdles comparison approach value of $805.060.

Fina_l-ly, Frandson completed an income. approach fo value. ,Hc‘used mari(et rates from two

- other ¢dr washes in indiano]a. The appraisal notes the-two cqmparablcsf automatic wash facilities are
inferior to the subject in terms of quality andwash features, However, he {inds the subject’s wash
jpricing is‘ in line with compeling washes.cven though noifcm additional features and has higher
guality automatic cquipment. F randsbn also examined-annual washes and revenue per wash. He
considered both fixed and \'arijabl_c expenses. Heconcluded a net operating income (NOI) of $108,408,
capitalized it at 13.71%, and arrived at an income approach value of $791.000 (rounded).

Frandson reconciled the approaches-and armedala value of $800,000. As previously noted,

. this value included exempt machinery and equipmcnt and did not account for the environrtental
conlamination. Frandsoen testified the 15% he apptied for the environmental contamination was a
difficult figure to determine because a “precisc discounit the typical buyer would require 1o accept the
tisk of potential future remediation the DNR may initiate™ is difficult to estimate. e explained that
some contarninated properties have less than zero value hecause of the tiability and cleanup. Frandson
testificd the DNR has not tified the risk designation and he considered the contamination was a
significant risk to the property. Frandson found no sales of contaminated car washes. He also felt this

wias 3 minimum discount since there were 50 many unknoswns,



Frandson's lemmom reeardm;_, r his- apprmsal mclndmg his explanation of the diséoiint for the
énv’ 1ronmcntal issue was hom.sl and concise. Thxs Boatd finds he was a know’ lcdgcabic crcdxb!c
witness.

Arnold testified on behialf of the Board of Review. Arnold submitied a restructured income
statement hie created of the subject property. Based on his restructured income statcment, his income
Approach generated a value of $631 .70():é»'e-.\'~clud-i-ng éxcmpt pr.e'p_cny.' Aroold used his mcome
%‘_pp'roach to support the assessed value. Amold also provided a land sales s?prcad-shéct with sales. from
2004 through 201 1. as welj as a current land rate map The sales also show a price per unit value. bat
'th§ information was not used to determine a markéet value for the subject property. We {ind t_}.ii;s

stated that he revalued all cemn;ercial propesty in 201 l_. Ulimately, we give the Board of Review’s
evidence l~it1;ié--;-‘eigh1.
Finally, a major concern ta this Board, as well g Express’ counisel, is the fact that the Board of
Review met after Express’ witial hearing and allowed Amold to present information to it, namely his
restructured income approach to support the assessed value., The restructured incoime staterpent
presented after the original hearing produced the same value as the gssessed value. The Board of
Review did not notify Express rg:garding the Amold presentation or that this additional evidence was
given to the Board of Review. Nor was Fxpress given the opportunity to take part in the deliberation
miteting or rebut the restructured income approach. After Arnold’s presentation, the appeal was
denied.
‘This Board questions the procedure utilized by the Warren County Board of Review. and the
assessor’s actions reparding this assessment. We find the bost ey idénce 1o be the appmtsal by
I rzmdmn- after the deduction of c.qmpmcm ‘We. therefore. modify the ussessment and defermine the

vulue fm danuary 1 2001, 10 bg SH38.608.



Conclusions of Law

The Appeal Board based its decision on the following law.

"!’hé Appeal Bo'ard‘has jurisdiction of this matier under lowa Code séctions 421.1A and
441.37A (2011). This Board is an agency and the provisions of tl;e Administrative Procedure Act
apply to it. lowa Code § 17A.2(1). This appeal is a contested case. § 441.37A(1)(b). The Appeal
Board determined anew all questions aﬁsing; before the Board of Review related to the liabiv!ity of the

property 10 assessment or the assessed amognt.. § 441.37A(3)(2). The Appeal Board considers only
those grounds presented to-or considered by the Board of Review. § 4_41'.37;:\(1 Xb). But new or
additionial evidence may be introduced. 4. The A}}’)jpeal Board considers the record as a whole and all
of the evidence regardless of who mtroduced it. §441.37A3)a): see also Hy-vee. Inc. v. Employment
Appeat Bd: TVON.W.2d 1.3 (Jowa 26).‘05). There is no presumption that the assessed value is correct.
§ 441 37A0)a).

In lowa, property is to be v.alﬁed atits-actual value. fowa Code § 441.21(1)(a). Actual value is
‘the property’s fair and .reasonable.-market va‘iue-. Id. “*Market value” essentially is defined as the valuc
established in an arm’s-length Sa]g of the property. § 441.21(1)(b). Sale prices of the property or - |
comparable properties in normal transactions are to be considered in arnving at market value, Jo 1If
sales are not available, “other factors” may be counsidered in arriving at market value. § 441.21(2).
The assessed value of the property “shall be one hundred pcr.ccm of its actual value.™ § 441.21(1)(a).

To prove cquii)', a taxpayer may show that an assessor did not apply an asscssing method
uniformly to similarly situated or comparable properties. Eagle Food Centers v. Bd. of Review of the
City of Davenport, 497 N.W.2d 860, 865 (lowa 1993). Alternatively, a taxpaver may show the

- property s assessed higher proportionately than other like property using eriteria set forth in Meowelf
v. Shriver, 257 lowa 575. 133 N\’vzd 709 (1965). The gist of this test is ratio difference hetween

- -assessriient and market valae, even though lowa faw now requires assessments the F™ of market



value. § 34121(1). Express 'di‘d;;ﬁrmide evidence to show the property’s ;ag;s}ssgsmein;‘ parti@u]a‘d vits
land value, was quitc different from the land value of Iah‘ot}%@'r cat “ash located riearby. As a whiole,
however, Express’ evidence is not sufficiént 1o prove inequity in the assessments.

In an appeal that alleges the property is assessed for more than the value authorized by law
under lowa Code section 441.37(1){b), there must be eyidence that the assessment is excessive and the
correct value of the propeﬁy. Boekeloo v. Bd. of Review of the City of Clinton, 529 N.W.2d 275, 277
- {lowa 1993). Express provided an appraisal that we find demonstrates the subject property is over
assessed. | |

- Viewing the evidence as g yhole, we deterinine that substantial eviderice exists to support
Express’ chiim of over-dssessment as of Januar) 1. 2011. We, thercforc. modify the Express property
assessiment as determined by the Board of Review.

THE APPEAL BoA_R,D ‘ORDERS that the January 1, 2011, assessnient of the Express propeity
loeated at 800 N Jefferson Way in Indianola, Towa, determined by the Warren County Board of
‘Review is modified and asscssed at.$430,000. |

The Secretary of the State of lowa Property Assessment Appeal Board shall mail a copy
of this Order to the Warren County Auditor and all tax records, assessment books and other
fecords pertaining to the assessments referenced herein on the subject parcel shall be corrected
accordingly.

Dated this__Z__ day of April 2012. e
i

flllhard Stradley. Board Chair
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STATE OF IOWA
PROPERTY ASSESSMENT APPEAL BOARD

Executive Laser Wash,
Appellant,
ORDER
V.
Docket No. 13-91-0369
Warren County Board of Review, Parcel No. 48-860-00-1116
Appellee. . '

On November 24, 2014, the above-captioned appeal came on for hearing before the Towa
Property Assessment Appeal Board. The appeal was conducted under Iowa Code section
441.37A(2)(a-b) and Iowa Administrative Code rules 701-71.21(1) et al. Executivé Laser Wash was
represented by attorney Jason Craig of Ahlers & Cooney, PC, Des Moines. The Warren County Board
of Review was represénted by attomey Brett Ryan of Watson & Ryan, PLC, Council Bluffs, Iowa.
The Appeal Board now having examined the entire record, heard the testimony, and being fully
advised, finds:

Findings of Fact

Executive Laser Wash (Executive) is the owner of a commercial car wash located at 800 N
Jefferson Way, Indianola, lowa. The property was built in 1994, has seven-bays: four automatic and
three manual, and is 5200 square feet. It sits on a 1.302-acre site. The site was formerly a fuel station,
and auto service/repair shop. At that time, it had five underground storage tanks (UST), which were
remqved in 1991.

The subject property’s 2011 assessment was $631,700. Executive appealed that assessment
and this Board reduced the valué to $430,000. In 2013, the property was revalued at $594,600,
‘representing $397,000 in land value and $197,600 in improvement value. Executive protested the

2013 assessment to the Board of Review on the grounds that the property was not equitably assessed



‘compared to other like property; that the property was assessed for more than authorized by law; there
is an error in the assessment; and there is fraud in the assesément under Iowa Code 'sectioné
441.37(1)(a)(1), (2), (4.), and (5). It attacﬁéd a summary of grounds to its Board of Reviéw petition
explaining its claims and givipg a history of the property and its current environmental status. The
Board of Review granted the protest, in part, and reduced to assessment to $535,100 by applying a
15% adjustment to the land value due to the environmental contamination.

Executive then aﬁpealed to this Board on the same grounds and provided a statement
explaining its claims. Its error claim essentially asserts the‘ property is over-assessed. On its appeal
form, Executive asserted the property’s correct assessment was $430,000.

Mir Jeshani, owner of Executive, testified at hearing. Jeshani explained an oil business
previously owned the subject property and financed it through the Small Business Administration
(SBA). The business went bankrupt and J eshéni subsequently purchased the property from the SBA in
1994. At the time of purchase, it was rated with a low risk of environmental contamination as SBA
had begun a cleanup caused by leaking underground storage tanks (LUST). Jeshani testified that he
spent $100,000 for the Department of Natural Resources (DNR) required site assessment and |
installation of monitoring wells. Ten years passed without incident. Then in 2004, the city ran a
élastic water line through the right-of-way on the subject property. Asa resﬁlt, the DNR relisted the
property as a “high risk” LUST site. (See also Exhibit C).

Jeshani reported that in August 2013 the DNR sent a letter to him requesting access to the
property to conduct tests. (Exhibit 14). This letter describes a number of items that could impact the
utility of the property on a spectrum — from testing that would have minimal impact to installation of
monitoring wells, which may have a greater impact. The letter notes any associated costs for this
would come out of the UST Fund, but that the fund has the authority to undertake recovery of these

costs, including placing a lien on the real estate. Jeshani testified he wanted assurance that he would



not be responsible for the costs of remediation. He testified that he has yet to receive such an
assurance. In Jeshani’s opinion, the risk énd uncertaihty involved in buying and securing financing for
a contaminated ‘propefty reduces it value.

Jeshani testified about communications between the DNR and his attorneys regarding
remediation lability. In a June 13, 2014 letter to Jeshani’s attorney, the Deputy Administrator of the
Iowa Undergrouﬁd Storage Tank Fund indicated that Jeshani was not considered to be a “responsible

-party” for the contamination and, pursuant to Board policy, cost recovery effortswéuld not be pursued
against him for corrective actions. (Exhibit O).

In a June 17, 2014 letter, DNR attorney Aaron Brees states that the DNR does not provide an
enforceaﬁle assurance that would have the “effect of relieving a person of all present or future liability
associﬁted with the UST felease(s) of Colncervn.”' (Exhibit C). The‘ letter also states that only the legally
responsible party is liable for the cost of remediation and a buyer of an already contaminated site
would have no liability unless it takes actioﬁ that Worsens the contamination. It suggests, however,
that a new owner would still be responsible for monitoring costs. Lastly, the letter points out that
owners of contaminated sites that are not legally r-esponsible for the contamination are statutorily
protected from third-party lawsuits. § 455B.751. We note the relevant date of valuation in this appeal
is January 1, 2013, and the events described by Jeshani and the letters concerning Executive’s liability
for contamination occurred well after the assessment date.

Jeshani reported a June 2014 mortgage on the subject property was part of a $3 million loan to
his corporation to build a new car wash in Ankeny. (Exhibit G). The mortgage, in effect, made the
subject property collateral for the new construction loan, along with his life insurance, and other
properties owned by his corporation. The Board of Review submitted a 2014 appraisal completed by

appraiser Ted Frandson of Frandson and Associates, Des Moines, Iowa as part of the new car wash



financing. (Exhibit F). The mortgage and appraisal are well past the January 1, 2013, assessment date
and we give them no cdnsideration. |

Jeshani also testified the bﬁilding is insured for $1,146,496 at its rep'lécement cost, which
automatically increases with each renewal. (Exhibit I). This value is not adjusted for depreciation and
we find it does not represent the fair market value of the improvements.

In support of his inequity claim, Jeshani identified another car wash in Indianola located at
504/506 Jefferson with a land assessment of $5.00 per-square-foot (Exhibit 1(-)),' while the subject land

is assessed at $7.00 per-square-foot (Exhibit 9). He also finds it inequitable that his property

assessment increased, while other commercial properties in Indianola decreased. (Exhibit 11).

Finally, Jeshani believes it was harassment for the Assessor to increase his aésessment after the
PAAB had just reduced it, especially without aﬁ appraisal to support its value. Jeshani reported the
Board of Review reduced the assessment, overvthe Assessor’s recommendation it not be reduced. . It is
also his belief the Board of Review met privately with the Assessor and without his attorney present to
discuss its decision. The Warren County Assessor Brian Arnold denied any non-public Board of
Review meeting took place.

Executive also submitted a series of emails beginning on June 27, 2013, between Arnold and
Shelly Nellesen, an Environmental Specialist and DNR project manager for the subject site. (Exhibit
12). Nellesen requests property transactions dating back to 1989 in an apparent attempt to identify the
responsible party for the sité contamination. Although these emails occurred after the assessment date,

they indicate the first instance of the DNR’s renewed interest in the property’s contamination status.

Neither party submitted any evidence suggesting the DNR had expressed a renewed interest in the
proﬁerty prior to June 27, 2013.

Ted Frandson, appraised the subject property as of January 1, 2013, for Executive and testified

at the hearing. (Exhibit E). In summary, Frandson initially valued the subject property at $830,000.
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This value, however, includes the value of machinery and equipment and considers the property with
no environmental contamination. F randson also concluded a market value fbr the subject property
after deducting the value of the méchinery and equipment and accounting for the existing
environmental contamination on the property. To reflect the environmental contamination, he made a
25% adjustment. His final conclusion of value for the sﬁbject property is $450,000, as of January 1,

- 2013.

Frandson conducted all three approaches to Valug.

.F randson first valued the subject property using the cost approach. To determine a land value,
Frandson chose four land sales of property located along N. Jefferson Way in Indianola. The majority
of these sales are dated; three occurred between June 2005 and June 2009, and- the fourth occurred in
February 2011. However, Frandson made adjustments (5% to -20%) to the older sales for time.
Frandson stated he also adjusted the sales for location and size. He concluded value of $7.25 per-
square-foot for the site and a total site value of $411,000 (rounded).

Frandson then determined the replacement cosf for Executive’s improvements using Marshall
and Swift Valuation Service. He determined the total estimated accrued depreciation for the building
was 72% and depreciated the other site improvements at 80%. Including the equipment value, he
arrived at a total depreciated cost of improvements of $43 0,499. Adding this value to the land value,.
Frandson concluded a cost approach value of $841,000 (rounded).

Frandson’s sales comparison approach examined four sales of car washes in fowa. Two sales
were in Indianola, one sale was in Polk City, and the final sale was in Johnston. Three of the sales
were recent, occurring between June 2009 and November 2012. The fourth salev occurred in
- September 2004. Frandson noted he considered the sales on a price-per-bay basis and used this price-
per-bay basis to establish the subject’s improvement value. He testified this method was reasonable

for a car wash property rather fhan a price per-square-foot. Frandson’s adjusted range of value per-bay



was between $99,450 and $118,400. Using a per-bay value of $115,000, he concluded a value of
$805,000 by the sales comparisoﬁ approach.

Finally, Frandson corﬁpleted an income approach to value. He used market rates from two
other car washes in Indianola, He testified car wash income varies depending on the weather,
management, and competition entering or leaving the market. Frandson noted the subject property had
no new competition and favorable weather resulting in higher income in 2012. The appraisél notes the
two comparable automatic wash facilities are inferior to the subject in terms of quality and wash
features. However, he finds the subject’s wash pricing is in line with competing washes (ranging
$6.00 to $9.00) even though it offers additional features and has higher quality automatic equipment.
Frandson also examined annual washes and revénue per waéh. He éo_nsidered both fixed and variable
expenses. He concluded a net operating income (NOI) of $115,044, capitalized it at 13.58%, and
arrived at an income approach value of $847,000 (rounded).

Frandson reconciled the approaches and arrived at a value of $830,000. As previously noted,
this value included exempt machinéry and equipment and did not account for the environmental
contamination. Frandson testified the 25'% he applied for the environmental contamination was a
difficult figure to determine regardless of who is responsible for the cleanup. He testified it was -
common in the profession to give a “stigma discount” recognizing the market reaction to the
contamination. While the Board of Review oniy applied a discount for contamination to the land,
Frandson testified the discount should be applied to the total property value of both land and
improvements.

Frandson testified that because the DNR has expressed a renewed interest in the condition of
the site and potential need for additional remediation, the risk of the subject property’s ownership has
increased. There is uncertainty in not knowing what a cleanup will entail and what it will cost. Thus,

he increased the 15% contamination discount he applied in a 2011 appraisal of the subject to 25%.



Frandson explained it is not appropriaﬁe to simply deduct the cost of cleanup from the property value
of a contaminated property, an unknown in this case, to arrive at its market value. A new buyer would
-consider these cleanup issues.‘ He testified part of the problém with contaminated property is that |
bénks will not loan money on them and often require liens on the borrower’s other property to secure
the loan. Regardless of who is liable for the cleanup, the property is worth less if it is contaminated.
Frandson testified a “benchmark” he would recognize, which would give him more comfort about the
site‘, even though it was_hot “clean” yet would be a “No further action required” designation. Frandson
testified his adjustment was based on the assumption Executi\(e would not be responsible for cleanup.

We ﬁnd the increase in Frands'on’_s'contamination adjustment from 15% to 25% is basea on
évents that occurred aﬁer the felevant assessment date of January 1, 2013. As a result, we find that
Frandson’s adjustment should be reduced to 15%, resulting in.ﬁnal value conclusion of $533,700
(rounded).

Warren County Assessor Brian Arnold testified on behalf of the Board of Review. Arnold
noted in setting the 2013 assessment, he reviewed the LUST folder and the 2003 DNR assessment of
the subject property. From this review; he determined the contaminated portions of the site are
underneath the parking lot, not under the building. Based on the assumption that present and future
owners would face no financial liability for assessment or remediation, he believes the site value
should not be discounted. Despite the PAAB Order, Amold concluded the subject property should not
have any discount for contamination. He reassessed the property, eliminating any contamination
adjustment and increased the 2013 value. Arnold reported the surrounding properties’ assessments
went down because a city-wide 5% reduction was applied to all commercial properties including the
subject. Arnold denied any allegation that the Board of Review met in a non-public meeting after the

first Board of Review hearing to consider Executive’s protest.



Conclusions of Law

The Appeal Board has jurisdiction of this matter under Iowa Code sections 421.1A and
441.37A. This Board is an agency and the pro\'/isions of the Administrative Procedure Act apply.
Iowa Code § 17A.2(1). This appeal is a contested case. § 441.37A(1)(b). -The Appeal Board
determines anew all questions arising before the Board of Review, but considers only those grounds
presented to or considered by the Board of Review. §§ 441.37A(3)(a); 441.37A(1)(b). New or
additional evidence may be-introduced. Id. The Appeal Board considers the record as a whole and all
of the evidence regardless of who introduced it. § 441.37A(3)(a); see also Hy-vee, Inc. v. Employment
Appeal Bd., 710 N.'W._2d 1, 3 (Iowa 2005). Ther_e is no presumption the assessed value is correct.

§ 44_1_.37A(3)(a). However, the taxpayer has the burden of proof. § 441.21(3). This burden may be
shifted; but even if it is not, the téxpayer may still prevail based on a prepénderance of the evidence.
1d.; Richards v. Hardin Cnty. Bd. of Review, 393 N.W.2d 148, 151 (Towa 1986).

In Towa, property is to be valued at its actual value as of January 1 of the year the assessment is
| made. Iowa Code §§ 441.21(1)(a); 441.46; lowa Admin. R. 701-71-21.2. Actual value is the
property’s fair and reasonable market value. § 441.21(1)(b). Market value essentially is defined as the
value established in an arm’s-length sale of the property. Id. Sale prices of the property or comparable
properties in normal transactions are to be considered in arriving at market value. Id. If salés are not
available to determine market value then “other factors,” such as income and/or cost, may be
considered. § 441.21(2).

Fraud Claim
While Executive claimed there was fraud in the assessment, we find the evidence presented

was conflicting and insufficient to support this claim.



Equity Claim
To prove equity, é taxpayer may Show that an assessor did not apply an assessing method
uniformly to similarly situated or comparable properties. Eagle Food Ceﬁters v. Bd. of Review of the
City of Davenport, 497 N.W-2d 860, 865 (lowa 1993). Alternatively, a taxpayer may show the
- propetty is assessed higher proportionately than other like property using criteria set forth in Maxwell
v. Shivers, 133 N.W.2d 709 (1965). The Maxwell test provides that inequity exists when, after
considering the actual and assessed values of comparable properties, the subject property is assessed at
a higher proportion of this a;:tual value. Id. The Maxwell test may have limited applicé}bility now that
current fowa law requires assessments to be at one hundred percent of market value. § 441.21(1).
Nevertheless, in some rére instances, the test may be satisfied.
Executive provided evidence to show its land assessment was quite different from the land
value of another car wash located nearby. However, we conclude that Executive’s evidence is not

sufficient to prove inequity in the assessments under the Eagle Food or Maxwell tests.

Over-assessment Claim

In an appeal alleging the property is assessed for more than the value authorized by law under
Jowa Code sectioﬁ 441.37(1)(a)(2), there must be evidence that the assessment is excessive and the
éorrect value of the property. Boekeloo v. Bd. of Review of the City of Clinton, 529 N.W.2d 275 , 277
(Iowa 1995). It is clear there is substantial uncertainty and risk inherent with the ownership of this
property. The stigma associafed with this type property is well recognized ;J,nd difficult to quantify.
On the other hand, remediation is the actual costs to clean up a contaminated property for both on-site
contamination and off-site impacts and it is distinct from stigma. The Appraisal Institute, The
Appraisal of Real Estate, pp 212-213 (14th ed. 2013).

Stigma is an advérse public perception regarding a property, commonly the

identification of a property with a condition such as environmental contamination . .

and may also result in a diminution in value . . . Environmental contamination such as
a leaking underground storage tank is one of the most common causes of stigma . . .
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have the potential to create a market perception that lowers value . - . Measuring the
- effect of stigma on value can be difficult because the damage caused by stigma is not

simply the cost to repair a defect. Id. pp 212-213.

In Boekeloo v. Bd. of Review of City of Clinton, 529 N.W,Zd 275 (Iéwa 1995), the Iowa
Supreme Court examined the,impact of groundwater contamination on the assessment of a
property. The court stated that “environmental contamination will have some adverse effect on
the value of the contaminated property” and noted that iowa law requires assessors to consider
any factor that may affect market value. Ald. at 278 (citing Barlett & Co. Grainv. Bd. of
Review,253 N.W.2d 86, 88 (Iowa 1997). The court held that the assessor must consider the
contamination of the groundwater under the prope_rty as a factor in its valuation. /d.

| The‘ Board of Review argues that because the DNR has provided aséurances that the

current owner is not a “fesponsible party” and neither the current property owner nor any future
property owner will be responsible for the costs of remediation, there is no impact on the
property’s value and the Board of Review assessment should be affirmed. The Board of
Review also contends the Appellant has provided no market data to support a contamination
discount; let alone an increase in the contamination discount for the January 1, 2013,
assessment date.

| Executive contends that the Board of Review cannot Justify its argument based on
events and information, including the 2014 appraisal and DNR letters, which occurred after the
assessment date. It argues there have been no changes to the property since PAAB’s last
decision that wouldjuétify an increase of the property’s value to $535,100 and Executive asks
the Board to set the property’s assessment at Frandson’s valuation of $450,000.

We find there is a sufficient logical and legal basis for the conclusion that a property’s fair

market value may be impaired both by the actual contamination that exists on the property as well as

the stigma that attaches to a property that is or has been contaminated. The initial 2013 assessment
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failed to account for either. Despite Arnold’s testimony before PAAB, the Boarci of Review
‘apparently agreed that a contamination adjusfment was appropriate and applied a 15% adjustment to
the subject property’s land value. That adjustment was cénsistent with Fréndson’s testimony and |
appraisal in Executive’s 2011, property assessment appeal before PAAB.

In this case, Frandson testified that a 25% adjustment was warranted because of the DNR’s
renewed interest in the subject property’s contamination. The evidence before PAAR demonstrates
that the DNR did not indicate its renewed interest in the property uﬁtil, at the earliest, June 2013, well
after the relevant assessment date of January 1, 2013. Prior to this, the testimony and exhibits suggest
fhe DNR had not contacted Executive concemihg the contamination since 2004. We note that neither
“ Execuﬁve’s protest to the Board of Review nor its Notice of Appeal to PAAB indicate the DNR had
expreésed a rehewed interest in the property. Asa résult, it appears Frandon’s adjustment increase
from 15% to 25% is based entirely on events that occurred after the relevant assessment date.
Therefore, we conclude that Frandson’s appraisal should be modified to reflect a 15% contamination
adjustment, which results in a final value conclusion of $533,700 (rounded).

Viewing the evidence as a whole, we determine the prepbnderance of the evidence supports
Executive’s claim of over-assessment as of January 1, 2013. We, therefore, modify the Executive’s

property assessment as determined by the Board of Review.
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THE APPEAL BOARD ORDERS that the January 1, 2013, assessment of the Express property
- located at 800 N Jefferson Way in Indianola, Iowa, determined by the Warren County Board of
Review is modified and assessed at $533,700.

Dated this 13th day of February, 2015.

Caeguclymy, J%ﬁﬂg‘
Jacuelifé Rypma, Presiding Officer

Stewart Iverson, Board Chair

A OPrvacn

Karen Oberman, Board Member
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Based on the analy51s summarized in this report the estimated hypothetical retrospective actual
market value of the fee simple interest of the above described property, including wash equipment
and assuming no contamination is present, as of May 15, 2014:

EIGHT HUNDRED SIXTY THOUSAND DOLLARS
$860,000

The market would recognize the current DNR contamination status as inferior to a clean property
and also inferior to a contaminated property that had a “no further action required” status from the
DNR. Financing professionals we contacted regarding the subject’s contamination issues indicated
the presence of contamination significantly restricts the ability to obtain bank financing for the
purchase or re-financing of the subject property, which effectively decreases the pootl of potential
buyers for the subject. Consequently, the actual value of the property is lower with the present
contamination than if there was no contamination present. It is difficult to estimate the precise
discount the typical buyer would require to accept the risk of potential future remediation the DNR
may initiate. Our research found no sales of contaminated car wash properties and the actual cost of
potential remaining clean-up has not been estimated. Considering the potential expense of site
testing/monitoring, legal costs to comply with future DNR action, and unknown variables, we
estimate a minimum discount of 25 percent, and it is likely that the discount is greater than 25
percent. This discount is applied to the total hypothetical value with no contamination, including
wash equipment in place, since the value of the cqulpment installed at the real estate is greater than
the salvage value.

Based on the analysis summarized in this report, the estimated retrospective actual market value of
the fee simple interest of the above described property, including wash equipment, and considering
the existing contamination, as of May 15, 2014, does not exceed:

SIX HUNDRED FORTY-FIVE THOUSAND DOLLARS
$645,000

This appraisal report is intended to comply with the reporting requirements set forth under the
Uniform Standards of Professional Appraisal. It presents discussions of the data, reasoning, and
analyses that were used in the appraisal process to develop the appraiser’s opinion of value.
Supporting documentation concerning the data, reasoning, and analyses is retained in the
appraiser’s file. The depth of discussion contained in this report is specific to the needs of the client
and for the intended uses stated herein. The appraiser is not responsible for unauthorized use of this
report.

The scope of work in this analysis includes the development of the Cost Approach, the Sales
Comparison Approach, and the Income Approach. The scope of work utilized in the appraisal is
adequate to develop a creditable valuation analysis and opinion of value.



This appraisal report is subject to the attached Assumptions and Limiting Conditions, including the
Hazardous Material and Liability and Dispute disclaimers. Do not utilize this report unless you
‘accept these assumptions and limiting conditions.

This appraisal complies with the Uniform Standards of Professional Appraisal Practice (USPAP)

and FIRREA guidelines. This appraisal also meets the Northwest Bank commercial appraisal
reporting guidelines.

We appreciate the opportunity to provide this real estate service.

Respectfully,

FRANDSON & ASSOCIATES, L.C.

g

- , | .
Tom Dowhan, MAI

e —— —.._/'gfl/ __";’,;::__._,.4,.,-,/»;-"’“——'
Ted R. Frandson, MAI, CCIM
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Property Identification
Location
Legal Description
Ownership History (Three Years)
Current Owner
Transferred From
Transfer Date
Recording Data
Consideration
Comments
Offers
Listings
Leases
Assessed Valuation and Taxes
Assessed Value
Land
Improvements
Total
Annual Taxes
Levy Rate

Parcel 1D

Summary

800 N. Jefferson Way, Indianola, lowa.

The West 300 feét and the South 189 feet of Outlot 111,
City of Indianola, Warren County, lowa.

Executive Laser Wash, Inc.

Express Wash, Inc.

December 29, 2011

Book 2012, Page 065

None |

This sale was between related parties.

None
None
None

2013 _2012
$ 337,500 $397,000
$197.600 $33.000
$ 535,100 $430,000
$19,079 $15,331
35.65461 ' 35.65461
48860001116

FRANDSON & ASSOCIATES, L.C.



Purpose and Intended Use of the Appraisal

The purpose of the inspection and appraisal is to estimate the hypothetical retrospective
actual market value of the fee simple interest of the above described property, including
wash equipment and assuming no contamination is present, as of May 15, 2014; and to
estimate the retrospective actual market value of the fee simple interest of the above
described property, including wash equipment, but considering the existing contamination,
as of May 15, 2014. Both value conclusions assume the condition of the property is similar
to the time of inspection. The intended use of this appraisal is for financing purposes. The
client and intended user of this report is Northwest Bank — West Des Moines. This
appraisal is based on the current use of the property.

Definition of Market Value

“The most probable price which a property should bring in a competitive and open market
under all conditions requlsxte to a fair sale, the buyer and seller each acting prudently,
knowledgeably and assuming the price is not affected by undue stimulus.

Imphcit in this definition is the consummation of a sale as of a specified date and the
passing of title from seller to buyer under conditions whereby:

Buyer and seller are typically motivated;

Both parties are well informed or well advised, and each acting in what he or
she considers his or her best interest;

A reasonable time is allowed for exposure in the open market;

d. Payment is made in terms of cash in U.S. dollars or in terms of financial
arrangements comparable thereto; and

e. The price represents the normal consideration for the property sold
unaffected by special or creative financing or sales concessions granted by
anyone associated with the sale.” (Appraisal Institute, The Appraisal of Real
Estate, Thirteenth Edition, 2008, pages 24-25).

Scope of the Appraisal

The scope of the appraisal assignment involves a physical inspection of the property,
review and analysis of its sale and operating history, researching comparable sales and
rentals, and analyzing all information to determine the market value defined in the
appraisal report.

The subject property is identified using information provided by the owner or related party,
and ownership information is verified through documents of public record. The property is
then physically inspected by the appraiser, which includes examining the size, shape,
topography, and accessibility of the subject site as well as other factors affecting its value.
Zoning, access to public utilities, and other public influences are also researched. The
building improvements are inspected to determine size, construction quality, finish,

FRANDSON & ASSOCIATES, L.C.



functional utility, and current condition. Physical characteristics of the land and
improvements are verified through public record and building plans, when available. A
general inspection of the subject neighborhood is also completed to determine any
characteristics which may affect the property. Demographic and economic information
pertaining to the subject neighborhood and surrounding area is gathered using Census
reports and economic publications.

Information regarding the previous sales of the subject property is obtained using public
records and interviewing the present owner or related party. The subject neighborhood
and other neighborhoods considered to be comparable are researched for comparable land
and building sales, comparable rentals, and market rates which are pertinent to the
appraisal assignment. Sales and rental information is verified through interviews with
market participants and brokers as well as public sources. Additional market information is
available through in-house data collected from previous assignments of similar properties.

All of the information is then used in determining the highest and best use of the property
and the completion of the appropriate approaches to value. The Sales Comparison
Approach is the primary. analysis used in the valuation of land, however, income based
methods may be used in the valuation process when applicable. The three approaches used
in the valuation of land and improvements are the Cost Approach, Sales Comparison
Approach, and Income Approach. Any arm's length lease agreements are analyzed and a
leased fee value consideration is made when appropriate.

The final reconciliation of value is then based upon the analysis, with more consideration
given to the valuation approaches that include the best market data and more conclusive
analysis. '

The scope of work in this analysis includes the development of the Cost Approach, the
Sales Comparison Approach, and the Income Approach. The scope of work utilized in the
appraisal is adequate to develop a creditable valuation analysis and opinion of value.

Area and Neighborhood Analysis -

The City of Des Moines and the surrounding Metropolitan Area are located near the
‘geographic center of the State of lowa at the confluence of the Des Moines and Raccoon |
Rivers and at the intersection of Interstate 80 and 35. Des Moines is the county seat of
Polk County and the state capital of Jowa. The Standard Metropolitan Statistical Area
(SMSA) encompasses 1,728 square miles and includes Polk, Warren, and Dallas Counties.
The suburb communities surrounding the City of Des Moines and making up part of the
MSA include the cities of West Des Moines, Clive, Urbandale, Windsor Heights, Johnston,
Waukee, Pleasant Hill, Ankeny, Altoona, Bondurant, Grimes, Polk City, Elkhart,
Mitchellville, Norwalk, and Runnells.

The Des Moines MSA, with a 2010 census of 569,633, is the largest city in the State of

Iowa and ranked 91% in the United States. The census for the State of lowa equals
3,046,355, up from the 2000 census of 2,926,324.
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The Des Moines metropolitan area has a relatively stable economy with steady growth.in
recent years. Similar trends are generally expected in the near future.

With a growing population, Indianola is located just minutes south of the capitol of Des
Moines, Jowa and within 15 minutes of the Des Moines International Airport. The
Highway 5 bypass provides convenient access to major interstate highways 35 and 80.

According to U.S. Census figures, Indianola population increased from 12,998 in 2000 to
14,782 in 2010. Indianola has maintained a low unemployment rate in recent years,
comparable with the State of lowa, as a whole. Major employers in Indianola include
Simpson College, Wal-Mart, Hy-Vee, and the Alamo Group.

Another important measure of an area’s economic strength is its household income. The
median household income as of the last census for Indianola was $52,230, and per capita
income was $19,574. Around 5.6% of families and 7.2% of the population were below the
poverty line, including 9.3% of those under age 18 and 5.9% of those age 65 or older.

A neighborhood is a geographic area characterized by similarity of uses and/or users within
which any significant change can have an effect on the subject property and its value. The
essence of neighborhood analysis is to identify and forecast trends in that neighborhood
which could influence the capacity of the subject property to generate net income, at least
over the income projection period.

The subject neighborhood is the commercial and residential neighborhood in north
Indianola. The subject is located along N. Jefferson Way and E. Girard Drive. N. Jefferson
is the main north/south commercial artery in town and is also the route for Highway 65/69
through town. The majority of retail properties are located along Jefferson Way including
Hy-Vee grocery, Wal-Mart, and various smaller retailers. The future trend for the subject

neighborhood is for continued stability and occasional residential and commercial
construction.

Property Rights Appraised
Fee Simple
Date of Inspection
March 11,2014
Date of Valuation
May 15, 2014
Owner Contact

Amir Jeshani, Owner

FRANDSON & ASSOCIATES, L.C.



Site Summary

Area 56,715 SF
Shape Generally Rectangular
Frontage
N. Jefferson Way 190 Feet
E. Girard Ave 300 Feet
Total 453 Feet
Topography - Generally level
Street N. Jefferson Way is a four-lane pavéd

Accessibility

commercial artery. E. Girard is a two-lane
neighborhood street.

Good

Soil/Subsoil Although we have conducted no soil tests, the
' soil and subsoil are assumed to be adequate to
support improvements which would represent
the highest and best use of the subject site.
Utilities - All public utilities are available

Environmental Hazards/

Visible Contaminants - This appraisal report is subject to the attached
Assumptions and Limiting Conditions, including
the hazardous material disclaimer.

The subject site was formerly used for fuel sales, auto service and repair, at which time
there were five underground storage tanks installed on the property. Upon excavation and
removal of the tanks in 1991, it was determined that fuel oil had leaked from one-of the
tanks and contaminated the surrounding soil. The subject car wash building improvements
were constructed in 1994, In 2003, the DNR initiated remediation efforts after installation
of a public water line near the property raised contamination concerns on the subject site.
Remediation action was put on hold in 2005, but a “No Further Action Required” status
was not granted by the DNR. Upon contacting the DNR, we were informed levels of
contamination present at the property were high enough to be considered “high risk”, and
depending on funding and staffing levels at the DNR office, future action to remediate the
contamination may be initiated. The subject property owner indicates he has been
contacted by the DNR office recently in order to resume testing on the subject site.

Easements/Encroachments/
Restrictions - Other than typical utility easements, no
' additional adverse easements or encroachments
appear to affect the property. '

FRANDSON & ASSOCIATES, L.C.



Flood Hazard -

Zoning Classification -

Zoning Authority : -

Zoning Requirements -

Highest and Best Use, As Vacant

As set forth in the Assumptions and Limiting
Conditions, a title report has not been performed
to determine if any deed restrictions exist.

The subject site is located in an area identified by
FEMA as areas of low flood risk. Panel no.
19181C0285 E, dated March 2, 2009.

C-2
City of Indianola
The C-2 district is intended for generél retail and

office uses. Please refer to zoning ordinance for
additional details.

After considering the legally permissible, physically possible, and financially feasible
1mpr0vement alternatives it appears that the max1mally productlve use of the subject site,

as vacant, is commercial.

Proposed Improvements Summary
Type -
Gross Building Area

Ground Floor -
Second Floor Mechanical Area-

Vending Enclosure -

Wash Bays
Manual -
Automatic -
Total

Construction

Car Wash

5,200 SF
850 SF

187 SF

~N e W

Reinforced poured concrete foundation, footings, and floor. Concrete block load
bearing walls and tile veneer. Wood framed roof structure and overhangs. Asphalt

-shingle roof cover. The center of the building contains an equipment room. The
second floor mechanical area has minimal finish with adequate lighting. Floor heat
in the building and in the wash apron. Overhead doors in each bay.

Year of Construction ' -

1994; 330 SF east addition in 2004

“FRANDSON & ASSOCIATES, L.C.
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Equipment and Mechanical - Automatic car wash equipment is the Laserwash
' Touch-Free System with MaxAir dryers
purchased from PDQ Manufacturing. Manual
wash equipment includes foam brush. Eight
vacuum stations.

Construction Quality

Building - Above Average
Site Improvements - Average
Land Area Per Bay - 8,102 SF

Site Improvements

Vacuum Islands - Four

Asphalt Paving - 29,000 SF

Concrete Aprons - 6,200 SF

Light Poles © - 5units

Brick Trash Enclosure - 144 SF
Condition

Building and Mechanical - Good

Site Improvements - Good

Highest and Best Use, As Improved
After considering the design and layout of the property, its location, and other factors
analyzed above, it can be concluded that the highest and best use of the subject property, as
improved, is for its continued use as a car wash.

Environmental Problems
See Assumption and Limiting Conditions

Rates/Ratios

Overall Capitalization Rate - 11.5% (From Income Approach)

Approaches to Value - Including Equipment and Assuming No Contamination

Cost Approach $ 839,000
Sales Comparison Approach $ 840,000
Income Approach $ 879,000

FRANDSON & ASSOCIATES, L.C.
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Final Estimate of Hypothetical Actual Market Value - Including Equipment and Assuming

No Contamination

Land $ 454,000
Improvements $ 204,409
Equipment $201,591

Total $860,000

Final Estimate of Actual Market Value - Including Equipment and Considéring Existing
Contamination

Hypothetical Market Value  $860,000

Less Contamination Discount (25%) $(215.000)
Total ~ $645,000

Exposure Period

" An exposure period of approximately 12 months, assuming market pricing, is estimated for
this type of property. '

Exposure Time Definition

The estimated length of time the property interest being appraised would have been offered
on the market prior to the hypothetical consummation of a sale at market value on the
effective date of the appraisal; a retrospective estimate based on an analysis of past events
assuming a competitive and open market. Exposure time is always presumed to occur prior
to the effective date of the appraisal. The overall concept of reasonable exposure
encompasses not only adequate, sufficient and reasonable time but also adequate,
sufficient and reasonable effort. Exposure time is different for various types of real estate
and value ranges and under various market conditions. (Appraisal Standards Board of The
Appraisal Foundation, Statement on Appraisal Standards No. 6, "Reasonable Exposure
Time in Real Property and Personal Property Market Value Opinions")

Market value estimates imply that an adequate marketing effort and reasonable time for
exposure occurred prior to the effective date of the appraisal. In the case of disposition
value, the time frame allowed for marketing the property rights is somewhat limited, but
the marketing effort is orderly and adequate. With liquidation value, the time frame for
marketing the property rights is so severely limited that an adequate marketing program
cannot be implemented. (The Report of the Appraisal Institute Special Task Force on
Value Definitions qualifies exposure time in terms of the three above-mentioned values.)
See also marketing time.

Source:  The Appraisal Institute
The Dictionary of Real Estate Appraisal, 4" Edition
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