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Case Control Unit ' Part of
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Washington, DC 20423-001

Re:  Docket AB-33 (Sub-No. 170)

Abandonment by Union Pacific Railroad Company

Ofice of the Secrelary

William D. Bartine

Direct Dial: (515) 283-4616
Direct Fax: (515) 558-0616
E-mail: wdbartine@belinlaw.com

" Offer of Financial Assistance by Mid-America Railroad, LLC

Bell Avenue Industrial Lead, Des Moines, ITowa
Request to Establish Terms and Conditions

Dear Mr. Williams:

Enclosed please find the original and ten (10) copies of a Request for Terms and
Conditions by Mid-America Railroad Company, LLC in- the above-captioned abandonment

proceedings.

By my signafure below, I certify service upon applicant’s representative, at the address
set forth below, by facsimile and by U. S. Mail, postage prepaid, first class, this 17th day of May,

2002

Sincerely yougs,
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William D. Bartine
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‘[m ‘ Docket No. AB-33-(Sub-No. 170)
r UNION PACIFIC RAILROAD COMPANY
—ABANDONMENT AND DISCONTINUATION OF OPERATION—

r IN POLK COUNTY, IOWA
;"‘ B - (BELL AVENUE INDUSTRIAL LEAD IN DES MOINES, IOWA)
=
“ o ‘ REQUEST FOR TERMS AND CONDITIONS BY

) MID-AMERICA RAILROAD, LLC

) - MID-AMERICA DEVELOPMENT COMPANY
a‘ v
— ' MID-AMERICA RAILROAD, LLC
[“. - Steven E. Zumbach
: William D. Bartine

: Holly M. Logan

- 4 : .
[ Christopher M. Miller
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o Des Moines, IA 50309
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- A ATTORNEYS FOR MID-AMERICA
L ‘ DEVELOPMENT COMPANY AND
: MID-AMERICA RAILROAD, LLC
e
Dated: May 17, 2002
e Filed: May 20, 2002
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CERTIFICATE OF SERVICE

~ Union Pacific Railroad Company

Mack H. Shumate, Jr.

Senior General Attorney

101 North Wacker Drive, #1920
Chicago, IL 60606

Des Moines Water Works
2201 Valley Drive
Des Moines, IA 50321

Iowa Transportation Department
Modal Division

Tom Jackson

800 Lincoln Way

Ames, IA 50010

Dated this {7 day of May, 2002.

Ringling Brothers and Barnam
and Bailey Circus

8607 Westwood Center Drive
Vienna, VA 22182

Iowa Interstate Railroad, Ltd.
Terry Bailey

1300 Des Moines Building
405 Sixth Avenue

Des Moines, IA 50309

Smurfit-Stone Container Corporation
2201 Bell Avenue
Des Moines, IA 50321

MID-AMERICA DEVELOPMENT COMPANY

MID-AMERICA RAILROAD, LLC

Qi D bk

Stévén E. Zumbach

William D. Bartine

Holly M. Logan

Christopher M. Miller

BELIN LAMSON McCORMICK ZUMBACH
FLYNN, P.C. '

ATTORNEYS FOR MID-AMERICA
DEVELOPMENT COMPANY and MID-
AMERICA RAILROAD, LLC
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REQUEST FOR TERMS AND CONDITIONS BY MID-AMERICA RAILROAD, LLC

Mid-America Railroad, LLC (“MAR?”), pursuant to the procedures set forth in 49 C.F.R.
§ 1152.27(g) and (h), submits this “Request ior Terms and Conditioné” and supporting Verified
Statements of Joseph E. Picrce (“Pierce”) and Patrick Schulte (“Schulte”) for the purchase of a
portion (the ;‘Subject Property”) of the Bell Avenue Induétrial Lead, Des Moines Iowa (the
“Line”) proposed to be abandoned by the Union Pacific Railroad Company (“UP”) in the above-
captioned proceedings. \

I. PROCEDURAL BACKGROUND

On September 28, 2001, UP filed an application under 49 U.S.C. § 10903 seeking

v authority to abandon a 3.72 mile line of railroad known as the Bell Avenue Industrial Lead in the

City of Des Moine$, Polk County, Towa. Mid-America Development Company ("Mid-
America"), in conjunction with Smurfit-Stone Contairier Corporation, filed a protest in
accordance with 49 C.F.R. §1 152.25 on November 13, 2001. The Surface Transportation Board
(“tho Board”) granted UP’s application for abandonment on J anuary 15, 2002.

On January 25, 2002, Mid-America submitted a formal offer of financial assistance
(“OFA™) to purchase the Line. In a decision served January 30, 2002, the Board rejected Mid-
America’s OFA on the basis that Mid-America failed to demonstrate its financial responsibility.
Mid-America appoaled the Board’s decision on February 8, 2002. In a decision served March
21, 2002, the Boeird reversed its prior decision and determined that Mid-America was a
financially responsible entity. The Board, therefore, postponed the effective date of the
abandonment of the Line until Apiil 22,2002, and permitted negotiations between Mid-America
and UP. Subsequently, upon the Motions of Mid-America, the Board twice extended the

effective date of the abandonment until May 20, 2002.
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Because Mid-America and UP have been unable to negotiate the sales price and other
terms of sale, Mid-America now submits this Request for Terms and Conditions.

II.  REQUESTED TERMS AND CONDITIONS

Mid-America asks the Board to establish the following conditions and amount of
compensation for the Subject Property that MAR desires to acquire:

A. A purchase price for the underlying real estate (UP Parcels 67 — 74 and 95,
running from Mile Post 217.38 to 219.05) in the amount of One Hundred Thousand One
Hundred Twenty-six Dollars ($100,126.00). :

B. A purchase price for the rail assets (rails, ties, switches, equipment, and other
fixtures) located on the real estate in the amount of Twenty-six Thousand Eight Hundred
Ninety-one Dollars ($26,891.00).

C. Final sale contingent on: (1) MAR’s review and approval of the
environmental status of the real estate, including any necessary indemnification from UP;
and (2) MAR’s acquisition of rights to acquire or use the so-called Raccoon River Bridge
(described at Page 4 of Appendix D of the UP Application) for purposes of connecting
the Subject Property to a line operated by Iowa Interstate Railroad Company (“IAIS”)
lying north of the Raccoon River, as shown on Exhibit 1 of Appendix A.

III. FACTUAL BACKGROUND

Mid-America is the owner of a commercial property located at 2201 B¢11 Avenue (“Bell 7
Avenue Plant”), which property has been used for decades for the manufacture of paper and
plastic container products. Mid-America currently leases the Bell Avenue Plant to Smurfit-
Stone, which has used the Line for the shipment and delivery of paper and plastic products to the
Bell Avenue Plant. Mid-America believes that the availability of rail service to the Bell Avenue
Plant is a critical element in maintaining the value and utility of that facility.

Mid-America, upon receipt of notice that the UP had commenced these proceedings to
abandon the Line, made a decision that it would negotiate with the UP to acquire all or such
portion of the Line as was necessary to retain the ability to provide rail service to the Bell

Avenue Plant. After months of meetings and negotiations with the City of Des Moines and IAIS,
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Mid-America decided to negotiate with the UP for the purchase of the Subject Property instead
of the entire Line. Mid-America made this deciéioh because the Subject Property is the portion
of the Line that is necessary to link the Subject Property to the rail service that TAIS provides to
the downtown Des Moines industrial area lying west of S.W. 9th Street and north of the Raccoon
River. |

To make this connection, MAR must acqﬁire rights to use, or even ownership of, the
“Raccoon River Bridge” described at Page 4 of Appendix D of the UP Application. The UP’s
estimates of repairing this bridge and connecting ibt to the Subject P,rqperty are in excess of
$400,000, which MAR has determined to be a reasonable prediction of its ‘minimum outlay to
establish this connection. The location of the Raccoon River Bridge and the IAIS connecting
line north of the Raccoon River is illustrated on Exhibit 1 of Appendix A. The acquisition,
repair and refit, and incorporation of the Raccoon River Bridge into a new rail conneétioh with
the IAIS is a dauntipg and expensive prospect for MAR. ‘

MAR has been negotiating with UP to purchase that portion of the Line lying befween

Mileposts 217.38 and 219.05, which is illustrated on Exhibit 1 of Appendix A. A more precise

description of the Subject Property is with reference to the Parcel Numbers assigned to this

segment in the records of the; UP’s Omaha Real Estate Office. A copy of the relevant portion of
the UP’s detailed map showing the extent of these Parcels is attached hereto as Exhibit 2 to
Appendix A. The Parcels that MAR proposes to purchase are 67-74, 'and 95.

MAR has negotiated with IAIS for IAIS to provide short-line rail service over the Subject -
Property, both for the ‘beneﬁt of Mid-America’s tenant and for ot—her customers who may
commence or re-commence rail service on the Subject Property. MAR also has had discussions

with the Burlington Northern — Santa Fe Railroad Corhpany (“BNSPF”) relative to its interest in



granting rights to MAR to operate over the Raccoon River Bridge. No definitive agreements
have been reached with either IAIS or BNSF relative to either issue, but negotiations have
proceeded in a favorable manner with both entities. MAR requests that the Board recognize the
risk inherent to MAR in proceeding with this Request by making the terrhs of purchase
contingent‘upon MAR’s ability to negotiate satisfactory agreements with the BNSF for MAR’s
acquisition of rights to use the Raccoon River Bridge.

IV.  EVIDENCE AND LEGAL ARGUMENT

The Board may not set a price below the fair market value of the Line (including all
facilities on the liné or portion necess@ to provide effective transportation service). 49 CFR.
§ 1152.27(h)(6). Fair market value “equals constitutional minimum value which is the greater of
the net liquidation value of the line or the going concern value of the line.” Id. Because the Line
is not currently being used to provide rail service, it does not have a going concern value.
Therefore, fair market value for the Subject Property is its net liquidation value.

There is a significant disparity between th;: price offered by MAR to purchase the Subject
Property and the UP’s estimate of the minimum purchase price, which the Applicant provided
pursuant to 49 CFR. § 1152.27(a)(1). The Uf’s minimum purchase price for the Subject
Property is $618,771 for real estate, rail, ties, switches, and other property. This is based on the
price set forth by the UP on Page 2 of Appendix H of the UP Application, adjusted to show only
the Subject Property (i.e., UP Parcels 67-74 and 95), and further corrected to show the acreage of
certain poﬁions of the Subject Property as agreed upon by the UP (;ee Scﬁumate Verified
Statement, Appendix B, EXhibit 1, Page 18). ’Information regarding the UP's allocation of
Values to Parcels 67 — 74 and 95 was provided by Mr. John Herdzina ("Herdzina"), Manager —

Real Estate for the UP, with offices in Omaha, Nebraska, by telephone conversation with the

-10-
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undersigned on May 16, 2002. The UP values the Subject Real Estate at $541,499, and it values
the trackage at $77,272.

(A, The UP’s Appraisal of the Real Estate Element of the Subject Property is
Self-Serving and Overstates the “Across the Fence Value” of the Subject

- Property. .

The UP’s appraisal of the real estate component of the Line (the “UP Appraisal”) is
contained in the Verified Statement of Herdzina, which is Appendix H of the UP’s Application.
The corresponding data and analysis that support the UP Appraisal are included as Exhibit 1 to
Appendix H, prepared by Senior Manager Appraisals, Lorne Lukins. The UP values the real
estate element of the Subject Property at $541,499, which is allocated to Parcels 67-74 and 95 in
the manner disclosed in the column captioned “UP Values” included in Exhibit 5 to Appendix A.

UP did not commission certified, independent appraisers, and therefore the UP’s opinion
concerning valuation of the real estate element is both self-serving and biased. As. will be
demonstrated in Section B of this part, the UP Appraisal is based on assumptions regarding the
status and quality of legal title to the Subject Property, which are the lay opinions of Mr.
Herdzina and unsupported by the opinions of independent legal counsel.

Further, the UP Appraisal contains several conceptual errors and inconsistencies. For
example, Mr. Lukins includes a “market summary sheet” in Exhibit 1 to Appendix H of the UP
Appraisal. This document is subject to the impeachment for the following reasons.

1. Land Sales versus Building Sales. The market summary sheet
includes numerous "land sales" that are not truly raw land sales, but are instead .
building, sales.  Items #1, #14, #17 and #18 are four of the relatively high per
square foot "land sales." These are, in fact, not raw land sales. Rather, they are
extractions of land- value where the UP takes the Assessor’s land-versus-building
relationship as the best indicator of the relative land contribution to a building
sale. Item #1 is assessed as 18% of its total value being land. Item #17 is .

assessed as 17% of its value being land. Item #18 is 25% land and Item #14 is
50% land. These are improved properties and should be eliminated from the

_11_
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analysis. Those eliminated four "land sales" that are not really land sales and they
range in value from $1.03 per square foot to $2.29 per square foot. These four
items tend to confuse the reader and increase the average.

2. Location Analysis. Item #3 is a good corner site with frontage on two
roads. Item #6 and #7 are located on East 14th Court. East 14th Court is the
backside of East 14th Street. East 14th Street is a busy commercial street and this
is dissimilar from much of the railroad ground. Item #10 is a piece of ground
located very near the Des Moines Central Business District, which presents higher

. values than is the case for much of the land in question. Item #13 is located in an

area of small industrial development and that purchase was one transaction among
an assemblage that took over seven-years to accomplish.

3. Size Analysis. Another element of misleading comparison is that the
majority of the sales are for less than 20,000 square feet of land area. Many of the
sales are for land areas between 3,000 square feet and 20,000 square feet. These
sales may have been more appropriate for the eastern portion of the Line, which is
not part of the Subject Property.

4. “Across the Fence” Properties. Another failure of the UP analysis is
the misinterpretation of the across-the-fence valuation methodology. Much of the
land lying "across the fence" from the assumed 100-foot wide corridor is
additional railroad corridor. The Bell Avenue yard is from 300 feet to 400 feet

-wide in many places. The 100-foot corridor that runs through this yard is "across -

the fence" from a larger railroad yard corridor. In addition, the larger property
lying "across the fence" to tlie south is the extremely large land tract of the former
Massey Ferguson plant. The land parcel has approximately 70 acres and this type
of large land parcel with street frontage along only one side does not sell for the
same value as typical industrial parcels of 0.5 acres to a 5.0 acre with reasonable
street frontage. The owner of that large property would be assembling rear yard
land area by purchasing a railroad corridor. The "across the fence" analysis
should give consideration to the very long distance that the neighboring property
is from a street right-of-way.’

The large property "across the fence" to the north from the Bell Avenue Yard is
Gray's Lake. That large property is used for recreational purposes and is
primarily floodway. There is demand for some land along the edge of Gray's
Lake, but that property is very distant from street systems and that would diminish
the land value of that "across the fence" property.

5. Time and Cost of Liquidation. The analysis shown in the UP
document assumes that all of the property can be sold or can be assembled in one
day without considering the typical cost to liquidate this type of property over
time paying sales commission and management.

-12 -
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B. The UP Appraisal Contains a Significant Error Resulting from the
'Appraiser’s Erroneous Conclusion About the Quality of the UP’s Title to
Parcels 68, 70, 71, and 74.

- Attached hereto as Exhibit 3 to Appendix A are copies of the deeds upon which the upP
relies as establishiné its title to the Subject Property. The deeds are set forth in Exhibit 3 in the
order of théir UP's Parcel Number designations, which are assigned in the permanent records of
the UP. MAR adopt‘s‘the UP's Parcel Number System for purposes of this Request. Exhibit 3

sets forth deeds for those portions of the Subject Property that are designated Parcels 67-74 and

- Parcel 95.

MAR achlowl_edges that the deeds for Parcels §7, 69, 70, 73, and 95 conveyed fee simple
title to the UP or its predecessofs in interest. MAR has received no further title evidence -or
reports with respect to the Subject Property, and MAR does not waive its rights to obtain and
review further title evidence or to acquire unencumbered title from UP at closing. However,
with respect to Parcels 68, 71, 72, énd 74, MAR asserts that the deeds relating to these parcels
granted easement rights to the UP and its predecessors with respect to such parcels. As will be
demonjstra)ted in the following paragraphs, the fact that the UP holds only easement rights with
respect to these Parcels means that, upon abandonment and removal of the track materials, these
parcels will revert to the adjoining property owners under lowa Code §§ 327G.76 — 327G.77
(2001). Therefore, under Iowa law and the net liquidation value standard of 49 CFR
§ 1152.27(h)(6), these easement parcels are virtually valueless, and MAR assigns a nominal
value of Ten Dollars ($10.00) to each of these Parcels.

Attached to Appendix A as Exhibit 4 is a Memorandum prepared by Mark McCormick,
Esq., a member qf the law firm representing MAR herein. Mr. McCormick is a former justice of

the lowa Supreme Court, serving from 1972 to 1986. He is uniquely qualified to comment upon

13-
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the status of railroad titles in lowa by virtue of writing the Court’s opinion in Hawk v. Rice, 325

N.W.2d 97 (Iowa 1982). This opinion analyzed the Iowa case law and determined that language

similar to that contained in the UP’s deeds for Parcels 68, 71, 72, and 74 created an easement,

aﬁd not some form of determinable feertitle. Basgd on the foregoing, MAR submits that the UP's
title to Parcels 68, 71, 72, and 74 are reversionary and will be without value to MAR upon
ultimaté abandonment of the Subject Property.

It is ironic that upon the abandonment of the Line, removal of the trackage, and also
assuming ’éhat MAR’s request is not granted, the northern poﬁion of Parcel 74 adjacent to the

Bell Avenue Plant should revert to Mid-America, the land owner, under Iowa Code Chapter

327G. This illustrates that it would be folly for MAR to pay anything more than a nominal

consideration for Parcels 68, 71, 72, and 74, since its parent company would own these parcels in
fee upon abandonment anyway.

C. MAR’s Appraisal Starts an Appropriate Analysis of the Value of those
Portions of the Subject Property in which UP Holds Fee Title.

MAR commissioned Commercial Appraisers of lowa, Inc. to perform an appraisal of the
Subject Property. This appraisal (the “MAR Appraisal”)\ is dated May 7, 2002, and was
performed as of April 4, 2002. Thé MAR . Appraisal evaluates the contributory value of the land
componeﬁt only, and it does not evaluate the rails,‘ ties, and other railroad equipment (the “Rail
Assets”) situated on and comprising part of the Subject Property.

The verified statement of Schulte, the MAR-hired certified appraiser, is attached hereto
as Appendix B. In his verified statement, Schulte details his methbdology, his analysis, and his
conclusion concerning the net liquidation value of the Subject Property, as set forth in the MAR
Appraisal, attached hereto as Exhibit 1 to Appendix B. Schulte carefully analyzes the highest

and best use of the “over the fence” properties, including a discussion of comparable sales of

-14 -
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unimproved land and a discussion of the location of the Subject Property, both relative to public
rights of way (the access of the Subject Propeﬁir to public streets is generally poor) and to the
ﬂoqd zones established in relationship to the Raccoon River. Schulfe's highest and best use ’
analysis (Page 18 of the MAR Appraisal) draws the realistic énd logical conclusion that the
Subject Property is best suited for assemblage with the adjacent property for backyard purposes
or for redevelopment purposes with a new street system for a new industrial subdivision. With
the highest and best use determined, he summarizes his conclusions on Page 22 of the MAR
Appraisal, and determines that the across the fence value of unencumbe;ed fee title to the Subject
Property would be $530,744, assuming the Subject Property can be marketed to a variety of
purchasers, mést likely those owning the adjoining properties. ‘

\However, at Pages 23 — 24 of the MAR Appraisal, Scﬁulte determines the value of thé
Subject Propeﬂ:y to a single purchaser, such as MAR, who would be required to market the
Subject Property over time (using an arguably short marketing period of one year, with a

discount rate of 10%). The analysis also assumes that the single purchaser would incur sales and

marketing fees, miscellaneous costs, and a developer profit of 10%. The resulting present value

of the cash flows resulting from these sales of the property by the single purchaser is $405,000,

which the MAR Appraisal concludes is the value of unencumbered fee title to the Subject

Property. (The UP Appraisal does not evaluate the timing and development risks that are
considered by Schulte. Also, the UP Appraisal does not analyze the lack-of-access and flood
zone characteristics 6f the Subject Property that negatively impact value. Therefore, MAR
believes that the MAR Appraisal is creditable as an initial analysis of the faiy market value of

(the assumed) unencumbered fee title of the subject property.

-15-



)
S

g,

I

It should be noted that the $405,000 that Schulte places on the Subject Property includes
$164,284 of value attributable to Parcels 68, 71, 72, and 74, title to which was previously shown

to be a reversionary easement interest, not fee title.

Notwithstanding the foregoing, MAR is agreeable to accepting the UP Appraisal’s
evaluation of Parcels 67 and 95. UP has allocated a value of $53,004 to Parcel 67, and $980 to
Parcel 95. Whatever benefits are ascn'beddto these pércels in the MAR Appraisal from the
proximity of access to Thomas Beck Road, such benefits are overshadowed bry the fact that these.
parcels are sandwiched between the Raccoon River and Thomas Beck Road. There is simply no
adjoining property that could be joined with Parcels 67 and 95 to broaden the depth beyond the
one hundred-foot confines of its existing configuration. As stated in the Verified Statement of
Pierce, Appendix A, Pages 3-4, there are severe limits on the types of commercial development
that can occur on a parcel that is 100-feet deep and several hundred yards long, locéted in a flood
plain.

D. Further Adjustments to the MAR Appraised Value Are Necessary to Reach
the Purchase Price for the Real Estate Element of the Subject Property.

Attached to Appendix A as Exhibit 5 is a schedule captioned “MAR Purchase Offer,”
setting forth the purchase price for the land component of the Subjedt Property that is beiﬁg
offered hereunder, and which MAR asks the Board to establish as the purchase price. The first
portion of this scheddle is based on the appraisals of determination of net liquidation value,
aﬂocated to Parcels 67, 68, 70, and 73 based on the areas agreed to by Schulte and
representatives of the UP and set forth on Page 22 of the MAR Appraisal. The purchase price
offered by MAR for these five “fee title” parcels is $106,126.

The verified Statement of Pierce, Appendix A, Pages 4 - 6, sets forth the reasons for

further discounting of the "appraised value" of Parcels 67, 69, 70, 73, and 95. Mid-America

- 16 -
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owns and operates in excess of 2,000,000 squére feet of commercial office, industrial, and
warehouse buildings in the Des Moines Metropolitan area. Mid-America is an experienced
developer with an eye to the value of a development opportunity. Mid-America views the

Subject Property as having significant barriers to profitable development. First, there is the issue

- of developing a corridor that is only 100-feet wide. This substantially limits the variety of
- development options available for the Subject Property. The Subject Property certainly does not

lend itself to the commercial and industrial projects at which Mid-America excels. It would

require years of work (certainly more ’ghan the one year assumed iﬁ the MAR 'Appraisal) to
assemble the fee parcelé with "across-the-fence" properties into a viable project.

- A second factor is the non-contiguity of the fee title parcels. This is not a single,
continuous [00-foot wide strip rlinning for 1.67 miles. Upon abandonment, thé fee portions of
the Subject Property will be divided and separated by the reversionary parcel‘s, as shown on
Exhibit 2 to Appendix A. This loss of ‘contiguity will affect the marketing of the Subject
Propéi'ty. | | |

The MAR appraisal also touches on the flood plain status of the Subject Property. It
qséumes, but does not evaluate or protect against environmental ilazards. All of these factors
have a negative impéct on theAvalue of the Subject Property that will affect the ultimate sale
thereof.

As noted in the Pierce Verified Statement, Appendix A hereto, MAR belieyes that a
further thirty percent (30%) discount is appropriate to the fee parcels of the Subject Property.
Therefore, Exhibit 5 to Appendix A shows that MAR is offering $100,126 for the five (5) fee

title parcels, which MAR submits is the net liquidation value thereof.

-17-
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The schedule then addresses the Reversionary Parcels (Nos. 68, 71, 72, and 74). The last
-column of this schedule shows that MAR is offering to péy the nominal éum of $10.00 per parcel
for Nos. 68, 71, 72, and 74. Again, the reason for this allocation is that under the concept of net
liquidation value, the UP would have no interest in Parcels 68, 71, 72, and 74 that it could sell
upon completion of the abandonment proceedings and removal of the trackage. There is only
value to these Parcels as long as they are operated as a continuous right-of-way, protected undef
the interstate commerce powers of the federal government from condemnation aﬁd reversion
under Iowa law.

Therefore, MAR believes that the net liquidation value of the ‘real est/ate element of the.
Subject Property is $IOO,166; cornpn'éed of $100,126 for the fee title parcels, and $40.00 for the
reversionary parcels. ‘ |

E. The UP’s Abpraisal of the Rail Assets Component of the Subject Property

- Ignores the Size of This Salvage Job and Costs That are Absorbed by the

UP’s Infrastrure, But Which Must be Considered in Determining the
Removal Costs.

The UP’s appraisal of the net liquidation value of the Rail Assets component of the
Subject Property is set forth in Exhibit 4 to Appendix C of the UP’SA Application. This
established the net liquidation value of track and bridges for the entire line at $182,894. Because
MAR’s offer covers only a portion of the Lihe, Mr. Sylvester Bobo of the UP’s Omaha Office
prepared an itemization of the Rail Assets located on the Subjeét Propel;ty, which the UP values
at $77,272. The UP’s schedule of Net Liquidation Value of Track and Bridges that supports this
valuation is attached hereto as Exhibit 6 to Appendix B.

MAR and its consultants have contacted Alter Recycling Company of Bartonville,
Illinois, and Tie Yard of Omaha to obtain advice on these matters. MAR has not been able to

obtain verified statements from Mr. Dan Roberson of Alter Recycling Company or from

-18 -
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Mr. Mike Kearns, Manager of Relay Track for Tie Yard of Omaha, given that the UP’s schedule
of Net Liquidatioh Value of Track and Bridges was not delivered to MAR’s attorneys until
May 15, 2002, and these individuals could not be contacted until May 16, 2002. MAR

represents that both agreed, however, that the scrap metal market fluctuated downward

, significantly from the time that UP made its original determination of net liquidation values in

the early summer of 2001; still, both were clear that scrap prices have now climbed back to their
approximate levels at the time of the UP appraisal in the summer of 2001. Mr. Kearns noted. that

the UP quoted prices were at the high-end of the market, but not excessively so. Mr. Roberson is

a‘ subscriber to the Iron Age Scrap Price Bulletin, http://scrappﬁcgbulletin.com, which was the
source fpr his comments on component valuation. He did indicate that the $150 per net ton
prices for OTM and Turn;out may be overstated to the extent that such materials are comprised
of parts (such as fasteners, ties, and other items) that are less than 18 inches in length. But, basedv

on the comments of these persons, MAR accepts the "Value of Track Components" information

set forth in Exhibit 6 to Appendix D.

However, each of thése persons noted that the UP’s Costs of Removal are presumably
based on its average costs of removing long (i.e., in excess of 50 miles) lines of track and
equipment from abandoned lines. Mr. Kearns described how his company would factor in a cost
of approximately $30,000 for bringing a salvage crew and equipment from Omaha to the site.
Also, Mr. Roberson commented that the prices used by the UP are based on the price of scrap
delivered to a processing mill in the Chicago area, which éan cost between $12 and $30 ber ton
to truck from a salvage site to the mill. ‘Also, althoﬁgh UP probably has a relationship with
various salvage processors, other parties in the industry would incur brokerége commissions of

from 7% - 10% in order to dispose of these materials., Both persons indicated that there are
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many small jobs, such as the one in question, where the railroad realizes nothing after paying the
salvage company. It is understandable that the UP absorbs these costs 1n its overhead, or‘perhaps
achieves economies of scale based on its nationwide scope of operations. However, it is certain
that the UP is absorbing these costs, and therefore they should be considered in calculating the
net liquidation value of the rail assets.

In applying the foregoing facts, it is assumed that the UP would incur the $18,458 shown
in Exhibit 6 to Appendix A of operating costs to pay the costs of the salvage crews that perform
the work.' To this amount, MAR adds the $50,381 of costs shown in Exhibit 7 to Appendix A.
Based on the foregoing, MAR asserts that the Net Liquidation Value of the Track element of the
Subject Property is the Value of the Track Components, $95,730, minus the UP’s Removal Costs
of $18,458 and minus the additional costs detailed on Exhibit 7 to Appendix A of $50,381, for a
Net Liquidation Value of Track equal to $26,891. |

V. CONCLUSION

MAR is attempting to preserve rail service to a factory owned by its parént company,
Mid-America, for a term up to, and perhaps exceeding, the duration of the existing lease on the
Bell Avenue Plant. MAR believes that it has fulfilled its burden herein of establishing the net
liquidation value of the real estate component and the rail assets locéted on the Subject Property.
However, this investment cannot be viewed through the ﬁa;rrow lens of the railway purposes for
this corridor. Therefore, wheﬁ faced with a title situation where a substantial portion of the
Subject Property is held by inferior, easement title, MAR is entitled to o’ffer a price that reflects
the limits that are imposed on the Subject Property because of the revgrsionary titles involved.
Also, MAR’s analysis of the Costs of Removal justifies a reduction in the price offered

hereunder by MAR.
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WHEREFORE, MAR resi)ectﬁllly petitions the Board to establish the terms and

conditions for this transaction in accordance with Section II hereof.

d:\m0776\02\pld-request for terms.doc *
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Steven E. Zumbach

William D. Bartine
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Des Moines, IA 50309

'515-243-7100 (Telephone)
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~ VERIFIED STATEMENT
OF

JOSEPH E. PIERCE

L, Joseph E. Pierce, being duly sworn upon my oath, do hereby depose and staté as

I currerLtly serve as president of Mid-America Development Company
(“Mid-America”). Mid-America owns property located at 2201 Bell
Avenue, Des Moines, Iowa. This property is leased to Smurfit-Stone
Container Corporation (“Smurﬁt—Sténe”) and serviced by Union Pacific’s
Bell Avenue Industrial Lead (the “Line”). The curren‘; term of this lease
expires on November 30, 2011. The tenant has three five-year options to

renew the Lease.

I also serve as Manager of Mid-America Railroad, LLC (“MAR”), an
Iowa limited liability company, which has been organized by Mid-
America to acquire, own, and operate the portion of the Line that MAR
desires to acquire pursuant to the attached Request for Terms and

Conditions.

I am familiar with Union Pacific’s proposed abandonment of the Line. I
have read or have reason to know the contents of the substantive filings by
the parties in Docket No. AB-33 (Sub-No. 170), including Union Pacific’s
Abandonment Application, and I have discussed this matter with

additional Mid-America officials and others, including legal counsel.



Attached hereto as Exhibit 1 is a map showing the Subject Property, the
Raccoon River Bridge, and the proposed connection to the lines leased and
operated by Iowa Interstate Rail Road Company lying north of the
Raccoon River and west of S.W. 9th Street, Des Moines, Iowa. This is the
same Map that was attached to the Union Pacific (“UP”) Application as

Appendix A, but marked to show the facts relevant to MAR’s Request.

Attached hereto as Exhibit 2 is the relevant portion of a map furnished to
our legal counsel by the UP’s Real Estate Office in Omaha, Nebraska.

This Map shows the Parcel Numbers assigned by the UP in its records.

Attached hereto as Exhibit 3 are copies of the deeds and conveyances that
UP represents to establish title to the Subject Property. These deeds are
photocopies of original documents contained in the records of the UP’s
Omaha Real Estate Office. Markings have been applied to these
instruments by our legal counsel to identify these deeds to particular UP
Parcel Numbers and to highlight language in the instruments that is

relevant to the reversionary interest issue.

Attached hereto as Exhibit 4 is a legal memorandum prepared by Mark

McCormick, Esq., regarding easement titles to Parcels 68, 71, 72, and 74.

Attached hereto as Exhibit 5 is a schedule captioned “MAR Purchase
Offer.” This schedule summarizes the conclusions reached by MAR
based upon the MAR Appraisal and the further business judment of MAR
and Mid-America concerning the net liquidation value of the Subject

Property. The conclusions of MAR concerning the value of the real estate
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components of the Subject Property are described in Paragraphs 9 — 11 of

this Verified Statement.

The portion of Exhibit 5 that deals with the reversionary portions of the
Subject Property (Parcels 68, 71, 72, and 74) reflects the judment of our
legal counsel that the UP holds reversionary, easement titles to those
Parcels, and that title to Parcels 68-71, 72, and 74 will revert to adjoining
land oWners under Iowa law upon formal abandonment of the Line and
removal of the trackage. Therefore, MAR values Parcels 68, 71, 72, and

74 at the nominal value of Ten Dollars ($10.00) each.

As noted in Section IV — C of the attached request, MAR accepts the UP
Appraisal of Parcels 67 and 95. As an experienced real estate developer,
Mid-America is familiar with the severe development limitations placed
on these parcels because of their narrow, 100-foot depth. These Parcels
are further limited by their location between Thomas Beck Road on the
south and the Raccoon River on the north. It is impossible to assemble
Parcels 67 and 95 with the “across-the-fence” properties because of this
sandwich effect (an exception to this principle may apply to the limited
frontage occupied by the former Burlingtoﬁ Norther depot, which frontage
is an immaterial portion of the total length of these Parcels). Parcels 67
and 95 are effectively cut off from assemblage with other properties for
further development. Therefore, notwithstanding the favorable access to

public streets that is enjoyed by Parcels 67 and 95, it is the business
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judgment of MAR and Mid-America that the UP Appraisal more

accurately reflects the value of these Parcels.

MAR, in exercising its business judgment, believes that the appraised
values of the non-reversionary, fee Parcels (Parcel Nos. 67, 69, 70, 73, and
95), as shown in Exhibit 5 in the column entitled “Nominal Appraised
Value” should be discounted by a factor of thirty percent (3 O%) for the
reasons set forth in the following paragraphs. This results in the requested
price of $100,126 for the fee title Parcels, as shown in Exhibit 5 in the

column entitled “Purchase Price Requested.”

Mid-America is a major developer of commercial and industrial properties
in the metropolitan Des Moines area. Mid-America and its affiliates
currently own and operate in excess of 2,000,000 square feet of office,
warehouse, and industrial space in this market. In its professional
judgment as a developer, Mid-America perceives significant barriers and
risks to the development or re-marketing of the fee parcels of the Subject
Property. The first of these is the risk of developing a corridor that is only
100 feet wide, which limits the variety and scope of development activities
that can be employed on such a site, considering setbacks and similar
requirements that require compliance or modification by zoning or
variance, both of which processes are expensive and politically uncertain.
Therefore, it would be imperative to assemble the Subject Property with
the “across-the-fence” properties. As noted above, the opportunities to

assemble Parcels 67 and 95 with “across-the-fence” properties are limited,



given their location between a public stfeet and the Raccoon River. The
MAR Appraisal recognizes this factor and discounts the value based on an
assumed period of one year in which to market the fee Parcels. MAR
believes that it would take many years to market the Subject Property. For
this reason, MAR believes that the value of Parcels 67, 69, 70, 73, and 95
should be discounted further to reflect the expected, long-term marketing

period for this unusual property.

‘Second, the value of the fee Parcels is negatively affected by their non-

contiguity. That is, they are separated and carved up by the intervening
reversionary parcels. Not only does this reduce the size of the prospective
development corridor, it also creates uncertainty about the ability to
subdivide the area and develop public streets and other access points to

make the property attractive for commercial development.

In the business judgment of MAR and Mid-America, other factors call for
further discounting of the nominal “appraised value. The MAR Appraisal
touches upon the location of the Subject Property in a flood zone. The
best information available to MAR indicates that the subject Property is
only one foot below the 100-year flood plain, the cost of hauling,
installing, and compacting sufficient fill to raise the Subject Property
above the flood plain is significant. Furthermore, the environmental status
of the Subject Property is an unidentified and uninvestigai:ed factor at this
time. MAR believes that the nominal appraised value of the Subject

Property should be discounted for this uncertainty.
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For the reasons stated above, it is the informed business judgment of MAR
and Mid-America that the nominal appraised value of the fee title Parcels,
$143,037, should be discounted by a factor of thirty percent (30%) to
reflect the impact of the elements discussed in this Paragraph 11.
Therefore, MAR is offering to purchase Parcels 67, 69, 70, 73, and 95 for

a total purchase price of $100,126.

MAR has evaluated the net liquidation value of the Rail Assets by
consulting with knowledgeable persons working in the rail and scrap
industries. Mr. Pat Sheldon, an engineer working in the Iowa City office
of Towa Interstate Railroad, Ltd. suggests that it is typical in the industry
to realize net proceeds of from $28,000 to $30,000 per mile from rail
salvage projects. Based on later inquiries, MAR assumes that these
estimates were based on salvage operations on long rail lines (50 miles or
more), but Mr. Sheldon is unavailable for further consultation until
Mohday, May 20, 2002. Therefore, his comments are set forth herein

solely to provide perspective to the following paragraphs.

MAR and its consultants were referred to Alter Recycling Company of
Bentonville, Illinois, and to the Tie Yard of Omaha, Nebraska, to obtain
more specific information about industry practices. Mr. Dan Roberson of
Alter Recycling and Mr. Mike Kearns of the Tie Yard of Omaha were
contacted on May 16, 2002, and both have knowledge about the history
and current status of the relevant scrap metal markets. They both

confirmed that there had been a significant downward trend in scrap metal
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prices since the UP established its component values set forth in Exhibit 6
during the summer of 2001. However, they also both confirmed that as of
May 1, 2002, the scrap metal markets had recovered to levels that
approximate the market as of the time that the UP established its prices.

Mr. Roberson based his evaluation of the scrap metal market on the Jron

Age Scrap Price Bulletin, http:/scrappricebulletin.com, to which Alter
Recycling subscribes. Mr. Roberson noted that the UP’s values are at the
top end of the current market price, and there is some discrepancy
resulting from the UP’s use of a “net ton” standard in lieu of “gross tons.”
Also, there was come concern that the value of the O.T.M and Turn-Out
components may be overstated unless the components consist of
reasonably uniform pieces having a length of 18 inches or more.
However, both persons confirmed that the UP’s component values are

credible. MAR accepts those values for purposes of this Request.

However, Mr. Roberson and Mr. Kearns both suggested that the UP’s net
liquidation value for the Rail Assets may understate certain removal costs.
The consultants believe that the Removal Costs set forth in Exhibit “6” are
based on salvage operations perfénned on lines in excess of 50 miles in
length. They asserted that a railroad might often realize no proceeds from
a small salvage job, such as the 1.67 mile operation associated with the

Subject Property.

Mr. Kearns asserted that there would be a charge of approximately

$30,000 to bring a salvage crew and equipment from its Omaha
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headquarters to a site. Also, Mr. Roberson stated that the UP budget for
removal costs does not include a trucking charge ranging from $12 to $30
per ton to ship the scrap metal to a processing mill in the Chicago area.
Furthermore, smaller rail companies would pay a brokerage fee of
between 7% and 10% in order to dispose of these materials. It is likely
that UP absorbs all of these costs through the utilization of its own
substantia} infrastructure. This is entirely proper for the UP, but it has the
effect of understating the true Recovery Costs that should be considered in

determining the net liquidation value of these Rail Assets.

Attached hereto as Exhibit 7 is a schedule of additional Recovery Costs
that should be considered in determining the net liquidation value of the

Rail Assets, based on the comments of Mr. Roberson and Mr. Kearns.
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VERIFICATION
STATE OF IOWA )
) ss.
COUNTY OF POLK )

JOSEPH E. PIERCE, being first duly sworn, deposes and states that he has read
the above document, knows the facts asserted therein, and that the same are true as stated.

%@%&E@\ N 7DMJ:A‘
?’%\

SUBSCRIBED and sworn to before me this f']f}( day of May, 2002.

LA

Notary{,ljublica 1/ N

WAL JUDY J. SMITH
f ‘%‘\; COMMISSION # 105924
* ¢ 1 MY COMMISSION EXFIRES

oWM f ~f _5"6 3
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Exhibit 3

Pl b

tN CONSIPERATION OF THE SUM OF SEVEN=THOUSAND,ONE-~HUNDRED
ARD TEN POLLARS THIS DAY PAID TO THE CLIFTON HEIBHTS LAND
COMPAMY, A CORPURATION DULY ORGAMIZED AND EXISTING UNDER AND
BY VIRTUE OF THE LAWS OF THE STATE OF 10wWA, THE RECEIPT OF
WHICH 18 HEREBY ACKNOWLEDGED, THE SAID CLIFTON HEIGHTS LAND
COMPANY, BY |TS PRES|DENT AND QECRETARY, NDOES HEREBY sSELL
A#p CONYEY TO THE CHICAGG, ST PAUL AND KANSAS CITY RAILWAY

cetARYL 4 CORDORAT LGN NI Y ORGANIZED AND EXISTING UNDER THE . _

LAWR OF 10%8y THE FOLLOWING DESCRIBED PREMISBES, SITUATED 1IN
THE COUNTY OF FOLKy ARD STATE OF 10WA, TO~WIT!
A SBTRIP OF LAND ONE=HUNDRED FEET WIDE, BEING FIFTY FERT

IN WIDTH ON EACH SIDE OF THE CENTRE LINE OF THE CHICAGO,

ST PAUL AND KANSAS CITY RAILWAY, AS THE SAME 18 NOW LOCATED

AND STAKED QUT, .OVER AND ACROSS LOT TWO OF THE OFFICIAL PLAT

OF THE WEST HALF OF SECTION TEN, TOWNSHIP 78, NORTH OF RANGE.

244 WEST OF THZ BTH Po.M.q 10WAy BEING A STRIP OF LAND EXTEND=

ING FROM THZ WEST LINE OF SAID LOT Two TO THE DES MO INCS,

RIVER, ALS8O ALL THAT PORTION OF SAID LOT LYING NORTHERLY

_OF SAlD STRIP OF LAND,

ALSO LQOTS NUMBZRS THREZ AND FOUR IN BLOCK NUMBER EIGHT ;

LOTS ONE, TWO4 THRELE AND FOUR4 AND S0 MUCH OF LOT EIGHT, IN

BLOCK SEVEMNs AS LIES WITHIN FIFTY FEET OF THE CENTRE LINE OF

SAID RAILWAY, AS THE SBAME I8 NOW LOCATED AND STAKED OUT OVER

AND ACROSS SAID BLOCK 7, ALSO THME SOUTK HALF DF BLOCK TwoO
—AMD ALL OF BLOCK THREE.. ALL BEING IN Y u'® AnniTion To

SQUTH FORT DES MO INES, NOW INCLUDED IN THE CiTY OF DES #0inEl

TOWA . : .
ALSC A STRIP OF LAND ONE-HUNDRED FEET WIDE, BEING FiFTY
FEEZT IN WIDTH ON EITHER S81DE OF THE CENTRE LINE OF SAlD
RAILWAYy AS THE SAME 18 NOW LOCATED AND STAKED OUT, OVER AND
ACROSS THE FOLLOWING DESCRIBED PROPERTYS - .

LOT NUMBER SEVEN OF THE UNITED S8TATES SURVEY OF SECTION
NiNE, TUWNSHIP 78, NORTH RANGE 34, WEST OF THE 5TH pP,M,,
EXCEPT 80 MUCH THEREZ(OF A8 18 INCLUDED IN LOTS8 THREE,y FOUR
AND FIVE OF THE OFFICIAL PLAT OF THE BS0UTH=EAST QUARTER OF
8AID SECTION NINE; . SAID LAST ABOYE DESCRIBED LAND BEING
AL8SO DESCRIBED AS LOTS OR BLOCKS FOURTEZN, FIFTHEN AND
TWENTY~ONE, AND THZ NARROW STRIP® OF LAND LYING BETWZEN SA 1D
LOTS 14 & 15 ON THE SOUTH AND LOT 21 ON THE NORTH, IN
¥ 50uTH PARK™ , NOW INCLUDED IN THE CITY OF DES MOINEZS, I10WA,
ALSC A STRIP OF LAMD ONE=HUNDRED FEET WIDE, BIZING FIFTY FEST
T WipiH UR GETHER H{0E OF THE CENTRE LINE OF SATD CHICAGQ,.
ST PAUL AND KANS&S CITY RAILWAY, AS THE SAME IS NOw LOCATED
AND STAKED OUT, OWER AND ACR0OSS LOT THREE OF THE OFFICLAL
PLAT OF THE SOUTH=EAST QUARTER AND LOT NUMBER THREE OF THE
OFF{CIAL PLAT OF THE SOUTH=WEST QUARTERe ALL IN SECTION
NUMBER NINE, TOWNSHIP T3¢ NORTH RANGE 24, WEST OF THE 5TH
Pythey (OWAy AND IN ADDITION THERZTO A B8TRIP OF LAND ONEw
HUNDRED FKET WIOE ON THE SOUTHERLY SIDE OF SAID LAST A@O¥E
DESCRIBED LANDy AND EXTENDING RROM STATION MUMBER THREE=
HUNDRED AND THREZ TO STATION NUMBER THRES~HUNDRED AND ELEVEM,
BEING A STRIP OF LAND ONE~HUNDRED FEET WIiDE AND E IGHT=HUNDRED
FEET LONG,

AND THE SAID CLIFTON HEIGHTS LAND COMPANY, TS SUCCESSORS
AND ASSIGNS, HEREBY COVENANTS WITH THE CHICAGO, ST PAUL AND
KANSAS CITY RAILWAY COMPANY, TS SUCCESSORS AND ABBIGNS, THAT

310N
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. h N Tﬂf SAID LRND CO‘PANY 18 LAWF'ULLY QEFZEQ oF SAlD"PIEMISE"S»
,i A THAT THE SAME ARE FREE F‘ROM ENCUMBRANC‘. AND THAT THE sAID
() SLAND COMPANY DOES HEREBY COVENANT TO FOREVER WARRANT AKD

L PEFEND Tqﬁ TITLE TO THE SAME AGA INST rnz LAWFUL CLA INS or
'§ALL PnRQONs wuﬁnaeavsx, ’

ly' R H‘ Hi ABRE“{} g% THE GRANT:E THAT THr. HIVISIQ!Q TERMIN.H
'Spra OF THE. 841D RAILWAY COMPANY SHALL HE LOCATED AND CON=
STRUCTED ON THE GROUNDS punj;%aao oF T, &

3

| "7

| GTATE OF 10WA,
‘ 88
. POLK COUNTY-

BEFORE Mv.‘THE uNnERsN‘NED. A NOTARY PUBLIC R AND
FOR POLK COUNTY, H0WE, ON Tms o ,%éc./ DAY oF JUHE, 8587, .

| PCRSOMALLY

Cr UL

Ce

Ly

WA TROUS o

HEIGHTS LAND.COMPANY .

AND J,

A

FRESIDENT OF THE (‘LIFTONA
JACKSONg SECRETARY OF THE .

SAME, TG ME PERSONALLY KNOWN TO BE THE IDENTICAL PERSONS

WHO EXtCUTED THE FOREBODNG CGNVEYANCE. AS PRX‘.SIDLNT AND

: SECRETARY. RESPECTIVELY, OF SAID CLH-'TON HﬁlGHTB LAND COMPANY
" AND PERSONALLY KNOWN TO ﬂh To B& SUCH. 0FFIC=R8. AND. ACKNOW~
LEDBED THE SANE TO BE THEIR VOLUNTARY ACT AND DEED FOR SUCH

MY MAND AND NKOTARIAL BEAL HERZTO AFFI'XED THE,
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m*cousmmnmn “oF THE SUM OF 81 X=MUNDRED: . o FnF?V
DOLLARS TC US iN HAND PAIDy THE REICEIPT wn..a‘os 18 thw.av
ACKN&WL;DG&D. Wiy THOMAS B, SANDERS AND ANNA SANDERS ¢ His wi
,GP ounnm. CANADAg BY T, B, BROWN, A
B. BROWN AND MARY U, BROWN, HIS WIFE, OF POLK-COUNTY,
lom, D0 HEREBY SSLL AND CONVEY UNTO THE CHICAGO, STYPAUL
VANT, KANSAS CITY RAILWAY COMPANYs A CORPORAT iGN DULY ORGANIZED
Mgemsrme UNDER AND BY VINTUE OF THE LAws . oF THE™STATE OF

TTORN?.Y iN FACT.; AND

- 10WA, TH._ FOLLOWING ﬂESCRlB:D PREMI SE8, SITUATI‘.D SIN POLK

JCOUNTYy JUWAy TO=WIT:

FOURy WEBT GF THE BTH P.M,

LOCATED, OR TG BE LOCATED,
LANDS,

ALL PSRSONS,

DESCRIBEDN PREMI SES,

STATE OF |OWA
ss
POLK COUNTY,

PERSOMALLY KNOWN. TO BE THE

ANNA SANDERS, HIB WIFE,

AND W< DG HERESBY COVENA '
THAT WE ARE LAWFULLY SEIZED OF SAID PRENMISES ; THAT THEY ARE
FREE FROM ENCUMBRANCE, AND THAT WE WillL FOREVIR WARRANT AND
DEFEND THE, TITLE TO THE SAME AGAINST TMZ LAWFUL CLA IMS OF

T

.

10TH DAY OF JUNEy ALD, 1987,

C oA STﬁlP OF LAND ON:—HUNDQ:.D FECT WIDEy BE ING FIFTY FEETY
IN WINTH ON EACH SIDE OF THL‘. CENTRE LINE OF THE CHICAGO, ST=—
PAUL AND KANSAS CITY RAILWA Y, ‘A8 THE SAMI 1S AT PRISENT LOCAT= -
£By ACROSS LOT FOUR OF THE OFFICIAL PLAT OF THE SOUTH=WEST
QUARTER OF BECTION NINEe TOWN SEVINTY=Z IGHT, RANGE TWENTY=

THE GRANTORS RISERYZI THE RIGHT TO THE COAL UNDER THE
LANDS HEREBY CONVEYEOy TO BE RSMOVED THROQUBH AND BY SHAFTS

OUTSIDE OF THE ABOVE=DISCRIBED

b

{//%/

IDENTICAL

BA ID RAJLWAY COMPANY

AND WEq THZ BAID ANNA SANDERS AND MARY J, BROWN, MIREBY
REL INQUISH ALL OUR TITLE AND CLAIM TO DOWER N THE ABOVE=~

/,’7/#/%/4/41—4 Mﬁ[mq dngﬁé{&itf.

7/ /7 7,

} MEREBY YERTIFY THAT BEFURE ME, THEZ UNDER=
SIGNEDy A NOTARY PUBLIC IN AND FOR PbLK COUNTY, 10WAy PESREON-

ALLY CAME T, B, BROWN AND MARY J, BROWN, HIB WIFE, TO NE

PERSUNS WHO EXECUTED

TME FORCGOING CONVEYANCE, AS GRANTORS, AND ACKNOWLEDGED THE
S8AME TO BZ THEIR VOLUNTARY ACT AND DEEDy AND THE SAID T, E.
BROWN, AS ATTORNZIY [N FACTs ACKNOWLEDGED THE SAMZ TO BE THE
YOLUNTARY ACT AND DEED OF THE SAID THOMAS B, SANDERS AND

WITNESS MY HAND AND SEAL NOTARIAL HIRETO AFFRXED THIS

HOTARY PUBLIC IR & FQR PCULK CO, 1 OWA
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IN CONSIDZIRATIUN OF THZ S, OF UNDRED AND FIFTY
“DOLLARS TO US IN HAND PAID BY THE CHICAGO, 8T PAUL AND TANsas
[CITY RAILWAY COMPANY, A CORPORATION RULY GRGANIZED_AND £ X
ISTING UNDER AND BEY VIRTUZ UF THE LAWS OF THE STATE OF 10WA,

THE RECE IPT OF WHICH 1S HIRGBY ACKNOWLEDGED, Wi, M, 8,
BUTLER AND AURILLA BUTLZR, HIS WIFE, OF POLK CUGUNTY, lCWA,
'pe HZIRZEY SEZLL AND CONVEY UNTO THE SAID CHICAGC, ST PA?L ATD
IKANBAS CITY RAILWAY COMPANY THZ FOLLOWING-PISCRIEED PRIMISIS,

GITUATER IN POLK COUNTY, ICWAy TO=WITZ )
: OF THS OFFICIAL PLAT OF THL

TPHE TR AR 1k 7 3
WiST CGRNER OF SAID LOT FiIVE, RUNNING NORTH—&ASTbR%Y l? {
STRAIGHT LING TO THE RACOON RIVAR, AT A POINT WHERS THE ;A?T
LINE CF SA§P LOT INTERSESCTS SA D RIVIR, THENCEZ SQUTH ON TH

ZAST LINS OF SAID LOT FIVE TO THZ SCGUTH=-IAST CORNER OF SAID

LOTy THINCI WEST N THE SOUTH LINE OF SAED LOT TO THE SOUTH=
WS8Y CORNER OF SAID LOTe THINCE NORTH TO THE PLACE QF BEGIN-
I NG

"ALBO ALL THAT PART CF quyms % OF THZ OFFICIAL PLAT
[GF THE NORTH-WZIST QUARTER OF SACTION SIXTEEN, BOUNDZD AS
[FOLLOWS ; BEGINNING AT THE NORTH=WIST CORNER OF SAID LOT
THIRTEEN THENCE RUNNING SOUTH TO A POINT IN THE SOUTHERN LINE
OF THE RIGHT OF WAY OF THS DES MO INZS, 0SCZOLA AND SOUTNERN
RAILWAY, THENCE IN A STRAIGHT LING TO THE NURTH=ZAST CORNZR COF
L 8AID LOT THIRTIINy THENCE WEST ON THE NORTH LINE OF SA D
LOT TO THE PLACE OF BEGINNING, EXCEPTING ALL THAT PORTICN OF
BAID LAND EMBRACEZD IN THI RIGHT OF WAy OF THE DES MUINES,
— 6 BEEG LA AND SCUTHIRN RATLWA Y, T T
' THI GRANTURS RESERVE ALL COAL UNDER SAID PREMISIS, THE
QBAQE TG BE MINED ONLY THROUGH SHAFTS LUCATEN, OR TO BZ LOCAT-
4D GUTSIDI OF THE LANDS HIREBY CONVEYED,

i THE GRANTGRS ALSU RESZRVE AND HEREBY DEDICATE FOUR A
1PUBLIC HIGHWAY ACROSS THe PREMIBEIS8 MIREBY CONVEYED, AND ALSO
IGRANT AND DEDICATE FOR THZ SAMZ PURPOSE ACRUSS THAT PORTICN
lUF LOT FIVE OF OFFICIAL PLAT OF SOUTH-WAST QUARTER OF SZCTjON
NINEy TUWNSHIP 78, RANGE 24, WGBT OF THE 5TH P.M., NOT HZIRZ (N
ICONVEVED TC SAID RAILWAY CUMPANY, A STRIP GF- LAND TWSNTY FEET
WINE DIBCRIBED AS FULLOWSI  THE CENTRE LINE OF sA1p PUBLIC
HIGHWAY BEGINNING AT THE NORTH=IAST CORNGR OF THZ SOUTH Two
}ACRES OF OFFICIAL PLAT LOT SIX OF SQUTH-wiST WUARTEIR OF 8ZC~-

' ;TION NINEg TUWNSHIP 78, RANGE TWENTY=FOUR, WE8T OF THE 5TH
:P.u.; AND RUNNING THENCE ON A STRAEGHT LINE TC A POINT UN THEZ R

S W A A T B it A Bl 5
THTREDSWS

i AN SR RSy

s

IT 18 un - .
or way en :izsroon THAT THE GRANTORS DO NOT GRANT THE R e
28 Mo LIC HIGHWAY OVER THZ RIGHT 0F way ge vo T
r INESy OSCZoLa AND SOUTHERN RA ILROA D OF TN
: THZ 8AIn M
FANY o o CHICAGOS ST PAUL ANn kaNsas CITY RA
: AGREES ToO FOREVER L {LWAY COMw

MAINTAIN A CR
HIGHWAY ACROSS 1Ts TRACKS oN CROSSBING FoR Sucw PUBLJC

BUCH WiGHWAY ACROSS Tus lZE RIGHT OF waY AND T0 GRADE
i WAY OF Ts RAILWAY
T0 A

TRACKS, 8UITABLE FoR TRAVEL, AND NOT TO

8TRUCT THE sawmg,

’ AND WE ro wiraBY covanant WiTH
4TS BUCCESBURS ANp Ag
THE BA 1D PRaMisES ;
AND THAT WE wiLL rom

THE SAID RAILWAY o

4 CUMPA NY
T:‘Iiﬂs .THAT WS AR LAWFULLY 8€i1zip ¢r
THA THE Y ARE PRIz FROM iNCUMERANCE‘
EVER WARRANT AND DEFIND THo

— S

TITLE 70 Tuz
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[

CCOUNTY, IUWA, TO=WIT:

. HERZBY ACKNUWL&DG:]Q, Wiy SAMUEL GRAY AND SALLYE B,

H

MQ N

- Pl - N - &
iN CONS}DERA"ﬁION’;,O TME . sul oF PTT el 2y m,
Mﬁﬂ/m{).ﬁ;ﬁ DOLLARS TO US IN HAND. -
PATD, BY THE CHICAGO¢. ST PAUL AND KANSAS CITY RAALWAY CLMPANY
A CORPORAT ION DULY. ORGANIZED AND EXISTING UNDIR AND: BY VIRTUE
OF THE LAWS OF THEZ STATZ OF 10WA, THE REGEIPT WHEREZGF 18,
GRAY,.

i
H
i
i

HUSBAND “AND W IFZy OF POLK COUNTYs IOWA, DO HSRZBY SZLL AND
CONVEY -UNTC THE CHICAGO, ST PAUL AND KANSAS CITY RAILWAY
COMPANY THE FOLLOWING DEZSCRIBEDN PREMISEZSe SITUATED IN POLK

A STRIP OF LAND ONE-HUNPRED FEET IN WINTH, BZING FIFTY

; FEET IN WIDTH ON EACH SIDE OF THMI CENTRZ LINE OF THE ROAD OF

. LOCATED OYER AND ACROSS W
[ TeS NEBIH-DOST WMARISM 62 SECTICN SIXTESM, TOWNSHIP SEZVENTY=- ¢

S AND KANSAS CJTY R'vy A8 THE SAME 18 NOW LOCATED,

THE SAID C, 8T P, & K, C, R'Y COMPANY, AS THE SAME I8 NOW ;
i OF THEZ OFFICIAL PLAT OF H

EIGHT, NORTH RANGE TWONTY=FQUR, WEST OF THE BTH P.M,, lowa,
ALSO ALL THAT PORTION OF SAIDN LOT FOURTEEN WHICH LIES SOUTH
OF AND BZTWIIN THE APURIMENTIGNED STRIP OF LAND AND THE RIGHT
GF WAM OF THE DES MO INES, OSCEZOLA AND SOUTHMIRN RA ILWAY, ALSO
ALL THAT PART OF LOT SiXy OF THE OFFICIAL PLAT OF THE SOUTH=
WEST QUARTZR OF SCCTHION NINEy TOWNSHIP BEVENTY=EIGHT, NORTH
RANGE TWENTY=FGUR WEST OF THE BTH P,M, WHICH LIES WITHIN
SEVINTY FECET OF THE CENTRE LINE OF THE SA |D CHICAGO, ST PAUL

THZ GRANTORS RESIRVE THL RIGHT TO THE COAL UNDER THE i

‘. LANDS HEZREBY CONVEYED, TO BE -REMOVED THRUGUGH AND BY SHAFTS

" LANDS,

L STATE OF 10WA,

- POLK COUNTY,

LOCATEDe OR TO BE LOUCATED, GUTSIDE OF THE ABOVE DISCRIBZD

_ AND WS DO MEREBY CUVENANT WiTH THE SAID RAILWAY COMPANY

[ THAT WE ARZ LAWFULLY SZ1ZED OF THE SAID PRIMISIS ; THAT THEY

{ ARS FREE FROM ENCUMBRANCE AND THAT Wi WiILL FOREVER WARRANT

AND DEFEND THE TITLE TO THE SAME AGAINST THZ LAWFUL CLA IMS OF

[ ALL PZRSUNS, '

AND THE GRANTORS SEVERALLY RELINQUISH ALL THEIR THTLE :
SAND CLAIM TO r\ow;a/Mvig ABOVE DESCRIBED PRIMISIS,

DAY OF JUNE, A.D, 1887,

SIGNZD TMiS

: - v ' .

s8

i HEREBY CERTIFY THAT, BEFORE ME, THE UNDIRSIGNED, ‘
A NOTARY PUBLIC IN AND FOR POLK COUNTY, I0WA, PERSUNALLY CAME ;
SAMUEZL GRAY AND SALL B, GRAYy HMIS WIFEy TO M PERSGNALLY

. KMOWN TO BE THE INENTICAL PERSONS WHO' EXECUTED THE FOREGOING

: VOLUNTARY ACT AND DEED,

COCNVEYANCE AS GRANTORS AND ACKNOWLEDGER THE . SAME TO BE THE IR ;

WITNESS MY HAND AND NOTARIA He—_R;r‘o,%Fle;n THIS
/47,% DAY OF UUNE, A.D. 1887, /,?7%/},%/@ f

. *
NOTARY Pusuc IN & Fore POLK co. 1OWA
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! IN CONSIDIRATION OF THE SUM OF E€4GHTEIN-THUUSAND, .(fvc
PHUNPRID MOLLARS, TO UB IN HAND PAID BY THE CHICAGO, ST <2ul
[ AN KANSAS CITY RAILWAY COMPANY, A CORBORATIGN GROANI
EXISTING UNPEZR AND BY VIRTUE GF THE LAWS UF 1GWA,y THE
| RECEIPT UF WHICH I8 HERIBY ACKNOWLEDGEDy. W, TALMADZ &, ERUwN
[ AND AMNA L. BROWN, HIS WIFE, OF POLK COUNTY, IOWA, NC HZRZBY
LL AND CUNVZY UNTO THE SAIN CRICATGOU, ST SHL-ANT KANSAS
CMPANY ALL THI FLLLU#ING DEA
UNTY CF 02U ITRCA NIRRT o : 3
STRIP OF LAND UNI-HUNDRID FIZT TN #IPTH, A
FIET IN WIDTH ON £1THER 8INd UF THE CINTRI LINE OF THi 04 1LCAGo
ST PAUL AND KANSAS CITY RAILWAY, AS MUY LUCATID GVIR ANp i
| ACRUSS THE WIST HALF OF NURTH=ZAST QUARTIR OF SZ6TIGN R

SEIVINTIZN, AND THE WIST HALF OF ZAST HALE GF NURTH—gAST |
©OQUARTIR GF SSCTIGH SIVENTIAN, TOWNSH)P SEVINTY=ZIGHT, RANGE {
¢ THANTY=FGUR,  ALSO ALL THAT PURTIUN UF SAID LANDS ®HiCH |
P LIES SUGUTH UF AND. BETWIEN THI AFURIMENTICNED GNE—=HUNNRED ;
; FUCT STRIP Adn THLS RIGHT 0F way UF THL DES MU INES, USCEIULA é

AMD SCUTHIRMN RATLWAY, ALBO A STRIP ¢F LAND TIFTY ®wIIT
3 HEPE LY ING PMHMER FATELY NURTH GF AND ADUVOINING THS SA JD UNE= ;
2 HUNDPRZD FUGT STRIP BEF CIEIN, SXTINDING FROY THE
LIME GF THZ NURTH~ZAST QUART...R GF SAID SICTHIUN ALVANTES
CASTIRLY ALONG SAID UNE=-HUNPRD FLUT STRIP T IVI=HUNDRIP A D

23T &r.l;\'l" PMoALL AEGUT £ BHD . FLATY
,,_L.)—‘r\Tu AL
L Tl
ia T»%{Aﬁhh L. BROWN, CFE
f RN CHAL REPROSINTATIVES, DU H <
i DUHICAGU, ST PAUL ANT KANSAS CITY RAILYAY CGUAPANY, 1TSS UG-

CIBNHGURS AND ASSIGMNS, THAT | A% LAWSYLLY SZ12<in OF gA D
PRIWMI BESe AND THAT | WILL FOUR IR OWARRANT ANRD
TETLE TO THE SAMI AGAINST THL LAYFUL CQLATMS 05 ALL PIRSLNS {

HHOMSU LV IR, '
AND t, THZ SAID AMNA L, BROWN, HARIBY RZI LlNQJ!SH AND

RELIASE ALL MY RIGHT, TiTLd AN ~ Mo TO r‘b\‘ILR N 8
PRIMIBES, / 3

AND TUR POLK CLUNTY, 10WA, UN
1337, PIRSCNALLY CAYME TA
HIS wiFd, TG MI PIRSUNY
W SXECUTAN THI FUR !
% SAMI TC B2 THIIR YOLUNTA ACT ANPR DPEZ

Hi WETNESS MY HANC AND NOTARIAL. SZAL

I 9TH PAY OF JUNE, 1337, g c;iii(C;%7lézn42/¢<

IH & FUR POLK CC. tow

ARD AHNA L. -BRUWN,
THE (RINT{CAL PEIRSBUNS
TYANCZ, AN ACKNOWLINGIN THE

>

HERITU ANNEXID, THIS

i
i

NQTARV PUE‘L%C
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‘;xma.«é. CATY RAJLWAY: COMPANY THE FOLLOWING DZSCRIBID PREM I8EZ8,
-avTu‘rao 1N pOLK COUNTYy 10WA, TO=wIT!:

lv ET AN -WIOTH dh EITMER SIDE OF THE CENTRE LINE OF THS C. 8T P

QUARTIR OF SZCTION SSVENTEAN, TOMNSHiP a£Y£NT¥;a;GkT. RANGE
| TWENTY=FOUR, WEST OF THE 5TH P,M.

| EASTERLY ALONG SA 1D SOUTHERLY LINE OF THE ONE=MUNDRED FOOT

C AND EXTENDING FROM THE EAST LINE OF THE SAID NURTH-~WEST
. QUARTER OF SECTION SEYENTEENe WESTERLY ALONG SAID ONZ~HUNDRED
| FOOT STRIP SEVEN-MHUNDRED AND FIFTY FEET

| STATE OF jowA,

. POLK COUNTY,

Pt 7 2311

pﬂumnﬂu;n DOLLAR TO US IN HAND PAID BY TNh CHICAGG' 8? PAUL &

- LKANsA"Q ciTY ELWAY COMPANY, A CURPORAT&ON DuLy GRGANIII‘-D

AND ‘EX1STING UNDER AND BY VIRTUE OF THZ LAWS OF THE STATE OF

ff4rz02IPT OF WHICH 1S HIRSBY ACKNOWLIDEED, W& LESTZR
PERK#”G AND’ GLA’RlﬁDﬂ PERKINS, HIS WiFEs OF POLK CUUNTY. 1OWA ¢
Do HEMIBY 8IL AND CONVEY UNTG THE 8A 1D THITA RO, ST  PAUL AND

¢ 8TRIP GF LAND ONS=HUNDRED FEET IN WIDTH, BEING FIFTY

& K. ©, RYYV as ow ,LOCAT:D QVER AND ACRUSS THI NORTH=WEST

ALSO A TRIANBULAR PJZCS OF GROUND SOUND:.D AS FOLLOWE.

BEQINNING AT THE IMTERSECTION OF THE EA ST LINE UF THE NORTH=

WEST WQUARTER OF SAID SSCTION SIVINTEIN AND THE SOUTHERN

{ BOUNDARY OF THZ ONEWHUNNRRED FOOT STRIP BEFORE MENTIONED,

RUNN ENG THINCE SOUTM ON THE ONEwQUARTER LINE THRIE~MUNDRID
AND FORTY FEET, THINCE WSSTERLY IN A STRAIBHMYT LINE EIGHMTY
RODS YO THE SOUTH LINE GF SAID ONE~HUNDRED FODT STRIP, THINCS

STRIP TO THE PLACE OF BE&GINNING, .
ALSO A STRIP OF LAKD FIFTY FECT WwiDEy LYING IMMEDJRTELY
HORTH OF AND ADUJOINING THZ ONE=HUNDRID FOOT 8TRIP AFURESAID

i
|
i
I
t
i

AND WE.DO MZREBY CQVGNANT WiTH THE SAID RAILWAY C(MPA NY' 1
THAT WS ARZ LAWFULLY SIIZED OF THE SAID PREMISES ) COTHMAT
THEY ARE FREE FROUM SNCUMBRANCE ANP THAT WE Will FORE'VER»
WARRANT AND DEFENRP THEZ TITLE TC THE SAME AGA INST THE LAWFUL

CLAIMS OF ALL PERSONS WHUMSOEVER,
AND 1, THE SAID CLARINDA PERKINS, HGZRZBY RELINQUISH ALL
MY TITLE AND CLAIM TG NOWER N THZ ABOVE PREMISES,

SIGNED THIS I0OTH DAY oF /ugzdn.n. 1887,
. . . . “ . - V' MW
. t .
s 24
Glonsode, Do filo,

PLLK COUNTY, 88

BEFORE MZy THE UNHLRS!BNED' A NOTARY PUBLIC 1IN~ ANDFOR -

FCWA, "ON THIS ICTH DAY’ (1
VUNE, A, D
PIRSUNALLY CAME LESTER: PERKINS AND CLARINDA'P i

TO ME PERSUNALLY KNOWN TC BE THE
ED THE FURIGC ING CONVZIYANCE, AND
THEIR VOLUNTARY ACT AND DEE D,
WITNESS MY HAND AND NG
DAY AND YZAR EAST ABOYE wWR)

ERKINS, HisS WIFE,
IPENTICAL PSRSONS wHg EXECUT~
A CKNOWLEDBED THE SAME T0 Bg

TARIAL SZAL HERSTE AFFIXED THE

o 474i2{<?§5277¢tab04/

ML I R Y

.PUELIC IN & FOR POLK Co, oW
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Exhibit 4
BELIN LAMSON MCCORMICK ZUMBACH FLYNN
A Professional Corporation
The Financial Center

666 Walnut Street Suite 2000

Des Moines, IA 50309-3989

Telephone: (515) 243-7100
TO: Bill Bartine
FROM: Mark McCormick
DATE:  May 15, 2002
RE: Interests of Union Pacific Railroad Company in Operating Right-of-Way of the Bell

Avenue Industrial Lead

At your request, I have reviewed the copies of conveyance documents that you obtained from the
files of the Union Pacific Railroad Company at its real estate office in Omaha, Nebraska through
which the railroad obtained its interest in the land comprising the operating right-of-way of the
Bell Avenue Industrial Lead. Before my appointment to the Iowa District Court in 1968,1did a
substantial amount of title work for a Fort Dodge mortgage company and for Northern Natural
Gas Company, which at that time was acquiring fee and easement rights in north-central lowa
land for underground gas storage. I was certified as a title examiner by Chicago Title Insurance
Company. After leaving the bench and joining this firm, I represented AT&T in acquiring rights
through agreement and condemnation in connection with the installation of a fiber optic cable
across lowa. In particular, this work involved litigation concerning the state of title in a railroad
right-of-way in Scott County. In addition, during the period I was on the Supreme Court of Iowa
from 1972 through February 1986, the Court had several cases involving title issues relating to
abandonment of railroad right-of-way. During that period, I authored the opinion of the Court in
Hawk v. Rice, 325 N.W.2d 97 (lowa 1982). From this background, I have an understanding of
Iowa law relating to interpretation of instruments through which railroads have acquired interests
in real estate for right-of-way and other purposes.

At your request, I have studied the conveyance instruments relating to Parcels 68, 71, 72 and 74.
Each of the instruments of conveyance contains the following language in the granting clause of
the conveyance:

It is understood that the premises hereby conveyed are to be used for right-of-
way, division terminal grounds, shops, yards and other railway purposes only.

This language is indistinguishable in its purpose and effects from the language examined by the
Supreme Court in Hawk v. Rice and the subsequent case Macerich Real Estate Company v. City
of Ames, 433 N.W.2d 726 (lowa 1988). In these cases and the cases relied on in them, the
Supreme Court found the granting clause expressly described the conveyance as a right-of-way
for construction and operation of a railroad. The Iowa cases have consistently held that this type
of language in a conveyancing instrument conveys an easement only and not a fee interest.

Therefore, I believe the Iowa cases require conclusion that the interests conveyed to the railroad
in Parcels 68, 71, 72 and 74 constitute easements only and not fee interests.

d:\m0776\02\mem-5-15-02-mm.doc



3

-

3

1

1

(I I

FEE PARCELS

MAR PURCHASE OFFER

Appendix A, Exhibit 5

MAR Proposed
"Across-the-

Nominal -

APP A
Exhibit5

Purchase Price

71

1

e

Parcel # Acres UP Values Fence” Values Appraised Value Requested

67 3.042 $53,004.00 $53,004.00 $53,004.00 $37,103.00

69 0.436 $12,350.00 $9,500.00 $7,249.00 $5,074.00

70 0.597 $41,600.00 $13,000.00 $9,920.00 $6,944.00

73 4.325 $83,635.00 $94,202.00 $71,884.00 $50,319.00

95 0.25 $980.00 $980.00 $980.00 $686.00

Total Fee Parcels $191,569.00 $170,686.00 $143,037.00 $100,126.00
REVERSIONARY

PARCELS
MAR Proposed

"Across-the- Nominal Purchase Price

Parcel # Acres UP Values Fence" Values Appraised Value Requested

68 0.482 $13,647.00 $31,494.00 $24,032.00 $10.00

71 1319 $81,675.00 $29,566.00 $22,561.00 $10.00

72 3.112 $190,575.00 $67,782.00 $51,723.00 $10.00

74 3.903_ $64,033.00 $85,000.00 $64,862.00 $10.00
Total Reversionary

Parcels $349,930.00 $213,842.00 $163,178.00 $40.00

Total: All Parcels $541,499.00 $384,528.00 $306,215.00 $100,166.00

d:\m0776\02\purchase offer-UP-values(2).xls 5/17/2002
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Bell Avenue Yard, Des Moines, IA - Mainline

NET LIQUIDATION VALUE OF TRACK & BRIDGES

6-Jul-01

M.P. 217.38 TO 219.05

MISCELLANEOQUS SIDINGS

1.67 TRACK MILES
TRACK MILES
1.67 TOTALT.M.S

BRANCH & SIDE TRACKS: 196.69 N.T. x $105.00 /N.T.= $20,653 Reroll Rail
BRANCH & SIDE TRACKS: 1711 N.T. x $65.35 /IN.T.= $1,118 Scrap Rail
BRANCH & SIDE TRACKS: 104.52 N.T. x $275.00 /N.T.= $28,742 No 2 Qual Rail
TIE PLATES: 7,860 ea. x $2.50 ea.= $19,650 Tie Plates 8x13
O.T.M. & Turnouts: 39.48 N.T. x $150.00 /N.T.= $5,922 Scrap Material
SWITCH & CROSS TIES : 1,690 ea. x $6.25 ea.= $10,562 Reusable Ties
SWITCH & CROSS TIES : 2,271 ea. x $4.00 ea.= $9,083 Landscape Ties
SWITCH & CROSS TIES : 1,320 ea. x $0.00 ea.= $0 Scrap Ties

RAIL SWITCHES
Rail Track Net No.8.5& Net NET
Weight Miles Tons No. 7 No. 9 No. 10 Tons TONS

136# 0.00 0.00 0.00
133# 0.00 0.00 0.00
132# 0.00 0.00 0.00
131# 0.00 0.00 0.00
119# 0.00 0.00 0.00
115# 0.58 117.39 1 5.73 158.68
112# 0.73 143.90 2 9.25 195.11
110# 0.00 0.00 0.00
100# 0.00 0.00 0.00
90# . 0.36 | 57.02 2 6.18 77.28
85# 0.00 0.00 0.00
80# 0.00 0.00 0.00
75# 0.00 0.00 0.00
Total 1.67 318.31 21.16 431.07

SWITCH TIES 307 EA

CROSS TIES 4974 EA

TOTAL TIES 5281 EA

$95,730

$95,730

TRACK REMOVAL 167 TMs @ $7,100 Per Mile $11,857
SWITCH & CROSSTIES 5281 Ea. @ $1.25 Ea. $6,601

ROAD CROSSING REMOVAL FT. @ Per Ft. $0
BRIDGE REMOVAL COSTS $0
TOTAL REMOVAL 18,458

BellAve_Apr02.xis



EXHIBIT 7
ADDITIONAL RECOVERY COSTS

Trucking Charges to Mill,
431 Tons P @ $18/ton @

Set-up costs for salvage crew and equipment
Commission, @ 7%
Reduction of O.T.M & Turnouts for uniformity issues @
Total
(1) Tonnage per Exhibit 6.
(2) Range = $12/ton to $30/ton.

(3) Per Exhibit 6, Value of Track Components.

f\attyltrs\contract.doc

APP A
Exhibit 7

50,381
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APPB

VERIFIED STATEMENT

OF

PATRICK J. SCHULTE

L, Patrick J. Schulte, being duly sworn upon my oath, do hereby depose and state

as follows:

I'am a State of JTowa Certified General Real Property Appraiser with
Commercial Appraisers of Iowa, Inc. I graduated in 1971 with a bachelor
of arts degree in Business Administration from the University of
Wisconsin — Madison where I studied real estate and urban land
economics. My real estate appraisal designations from the Appraisal
Institute include SRPA and MAI Ihave continuing professional
education credit hours in industrial property appréisal, income property
appraisal, highest and best use analysis, and many other aspects of

commercial/industrial real estate analysis.

My professional experience includes thirty (30) years of commercial,
industrial and investment property appraising. Through my professional
career, | have gained a specialized knowledge in appraising analysis of

complex and special-use properties.

Prior to 1979, I served for six (6) years as an appraiser of industrial
properties for the Wisconsin Department of Revenue. From 1979 to 1987
I'served as Chief Deputy Assessor for the City of Madison, Wisconsin,

with responsibility for assessment of all commercial properties. From
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1987 to 2001 I served as Vice President and Appraiser with Towa
Appraisal and Research where I regularly appraised a variety of
commercial and investment properties, including special-use properties.

In 2001, I co-founded Commercial Appraisers of Jowa, Ine.

I was commissioned by Mid-America Railroad, LLC (“Mid-America”) to
appraise the “net liquidation value” of a portion of the underlying land
encompassed by a transportation corridor in downtown Des Moines, Iowa,
known as the Bell Avenue Industrial Lead (“the line”). My complete
appraisal report is attached to this Statement as Exhibit 2. I appraised the
net 1iquidatiog value of 1.52 miles of the line, from milepost 217.38 to
milepost 218.90. Iunderstand that the Union Pacific Railroad Company
desires to abandon the line and that Mid-America desires to purchase from

Union Pacific the portion of the line identified in the previous sentence.

As is more fully explained in my report, I estimate the net liquidation
value of the fee simple interest of the land component of this portion of the

line to be $405,000.

I reached this figure after first inspecting the property, the neighboring
properties, and determining highest and best use of the line and of the
adjacent parcels. Ithen calculated the “across the fence” value of
segments of this portion of the line in relation to adjacent parcels. This

initial calculation is reflected on Page 22 of my report.

In order to determine the across the fence value of individual segments of

this portion of the line, I verified the actual square footage of the segments
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in relation to adjacent parcels. Initially, I began this process by analyzing
the square footage figures provided by Union Pacific’s John Herdzina in a.
Verified Statement and report attached to Union Pacific’s original
application to abandon the line. A copy of this Statement and report was
provided to me by Mid-America. Mr. Herdzina also provided me with a
table of parcel sizes that was used to develop the his Statement and report.
Several of Mr. Herdzina’s square footage calculations, as shown in this
table, were inaccurate. The table of parcel sizes included maﬁy parcels
that were wider than his assumed 100-foot wide land corridor along the
entire line. After talking with Mr. Herdzina on approximately April 11,
2002, we reached agreement on square footage calculations. Our
agreement as to the proper square footage figures is reflected on Page 16

of my report.

In my opinion, the relevant land segments on this portion of the line fall
into the following categories: industrial lots, rear yard to industrial lots, or
raw land having highest and best use for business park/industriai park
subdivision and street construction. This determination is explained on
Pages 19-21 of my report. Having classified the pertinent land segments, I
then determined the across the fence value for industrial and business
park/industrial park land in the City of Des Moines by reviewing recent
sales of a number of similar parcels and estimating an average square foot

price for these land types. This is laid out on Page 20 of my report.

- Applying this average square foot price to the appropriate segments on
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this portion of the line, I figured the aggregate retail value of this portion
of the line to be $530,744. This is reflected on Page 22 of my report. This

amount assumes many separate sales over time to numerous purchasers.

To determine the total net liquidation value of this portion of the line, I
then developed and applied a discounted cash flow analysis to this
$530,744 figure in order to determine the present value of all pertinent
segments of this portion of the line to a single purchaser. This analysis
accounts for sales fees, profits, and miscellaneous costs associated with
holding and marketing this land as a single unit; This‘ is reflected on P‘age;
23-24 of my report. The discount is appropriate to consider the difference
in value if each segment of this portion of the line were to be sold
individually — i.e. marketed separately to individual purchasers — as
opposed to a single purchaser such as Mid-America. Ireached the final
estimated net liquidation value for the land underlying this portion of the

line — $405,000 — after applying the discount figured from this analysis.

In performing the appraisal described in the preceding paragraphs, I made
a number of assumptions that are more fully explained in my report.
Significantly, however, the estimated net liquidation value of $405,000
assumes that all of the underlying real estate in question is held by Union
Pacific in fee simple, free and clear of all liens and encumbrances,
easements, and restrictions except those specifically discussed in my

report. I express no opinion as to the quality of title to this land. Iftitle is
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VERIFICATION

STATE OF _T owA )
, ) ss.
COUNTY OF Eo”( ) ”

PATRICK J. SCHULTE, being first duly sworn, deposes and states that he has
read the above document, knows the facts asserted: therein, and that the same are true as
stated.

PATRICK J. SCHUL/I‘E

SUBSCRIBED and sworn to before me this ? day of May, 20

< fim,

Notary/Public re= 0

e, JASON GETTINGER
£ 5% Commission Number 704836
* ‘1 My iqo ap‘ras

document2
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APP B

COMMERCIAL APPRAISERS OF TOWA, INC. Exhibit 1

May 7, 2002

Mr. William D. Bartine

Belin Lamson McCormick Zumback Flynn
666 Walnut, Suite 2000

Des Moines, Iowa 50309-3989

Dear Mr. Bartine:

Re:- Appraisal of Union Pacific Railroad Property — West Part of Bell Avenue
Industrial Lead

As you requested, we have on April 4, 2002 and other dates, inspected and appraised the
above-referenced real estate. We do not have a complete legal description for the property.
The property consists of a railroad corridor that runs from milepost 217.38 near S.W. 30
Street in Des Moines, Iowa to approximately milepost 218.90 at SW 9™ Street in Des
Moines. The total distance is approximately 1.52 miles. The property is shown on the
enclosed maps and the property is shown on a lengthy rolled map that we have photocopied

for retention in our files. The property is also shown on the maps and plats included with
this report.

The purpose of the appraisal is to estimate the net liquidation value of fee simple interest in
the land, as of the date of inspection. The appraisal is to be used as a consideration in
potential acquisition of the property. The intended user of this report is Mr. William D.
Bartine and his client, the Mid-America Company. It is not to be relied upon by any third
parties.

We have performed a complete appraisal of the land component and are providing a
summary appraisal report. Please note that we are appraising the land value, exclusive of
any contributory value of railroad ties, steel rails, bridges or other railroad structures and
improvements. We are including the value of the land component, at the existing grades and
elevations; excluding railroad related structures or features.

The appraisal has been made in conformance to the most recent Federal regulations
(FIRREA), as well as the guidelines of the Uniform Standards of Professional Appraisal
Practice and the Appraisal Institute’s Code of Ethics.

206 Sixth Avenue e Suite 1101 e Des Moines, Iowa 50309
Phone 515/288-6800 ¢ Fax 515/288-6810



- COMMERCIAL APPRAISERS OF JOWA. INC. -

Mr, William D. Bartine
May 7, 2002
Page 2

Valuation Conclusion: Based on the data and judgments contained in the following
appraisal report, we estimate the net liquidation value of the fee simple estate in the subject
property, as of April 4, 2002, to be $405,000.

It has been a pleasure providing appraisal services to you. If you should have any questions
regarding the derivation of market value, please feel free to contact us at your convenience.

Respectfullys @/wéd

= e

T

<

Patrick J, Schulte, MAI, SRPA

PIS:jg
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- COMMERCIAL APPRAISERS OF JOWA, INC. - ‘

SUMMARY OF SALIENT DATA

Property Identification

The subject property consists of a railroad corridor that has a general width of approximately
100 feet and runs for approximately 1.52 miles. The railroad corridor property is outlined
on the maps shown in this report and is identified in the Union Pacific Railroad Company
document related to the “Abandonment and Discontinuance of Operation - - in Polk County,
IA (Bell Avenue Industrial Lead in Des Moines, IA)”. We have received a copy of that
document, dated September 27, 2001, and addressed to Mr. Vernon Williams, Secretary of
the Surface Transportation Board in Washington, DC.

The larger railroad corridor, shown in the abandonment document, runs on the west from
S.E. 18" Street on the east to S.W. 30" Street. That corridor is approximately 3.27 miles
long and approximately 100 feet wide. It is continuous in some sections and the corridor is
comprised of lots and blocks and crossing rights over city streets in other sections. It is
shown on several maps we have reviewed and we have retained copies of the maps in our
files. :

The subject property is a part of this larger corridor and is defined as running from mile-
marker 217.38 on the west (approximately 1,700 feet west of Fleur Drive) to the mile-
marker 218.90 (S.W. 9" Street right-of-way) on the east. Itis a part of numerous parcels
identified on the Union Pacific Railroad property maps and plans and tables. We have
estimated a total land area, as shown on the tables included with this report, to be
approximately 17.321 acres, or approximately 754,500 square feet.

Ownership and Sales History

We are informed that the property is controlled by the Union Pacific Railroad Company.
The ownership would be under several railroad companies and other parties in the public
records. We are not performing independent research as to ownership of the property. It is
our understanding that there have been no conveyances of the land being appraised during
the last three years. The controlling operator has requested abandonment of the railroad
operations. The property is not publicly listed for sale to our knowledge.

Occupancy

The property was formally occupied as a railroad corridor line. We are not aware whether
there are trains running on the line at this time. However, we have reviewed the document
whereby the Union Pacific Railroad Company is providing evidence that the railroad
operation is no longer feasible,

Purpose and Use of the Appraisal

The purpose of the appraisal is to estimate the net liquidation value in the property as of the
date of inspection. The appraisal is to be used as a consideration in potential acquisition.
The intended user of this report is Mr, William D. Bartine and his client, the Mid-America
Company. It is not to be relied upon by any third parties.
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Scope of the Appraisal .

To complete this appraisal assignment, we inspected the property and researched the market
for data. We have researched numerous land sale transactions throughout the neighborhood
of the railroad corridor and in other similar neighborhoods. We have confirmed the majority
of all of the transactions considered for this analysis. ’

We are appraising the property given the probable abandonment of the existing corridor.

We have not made an independent determination as to the highest and best use of the
property as being for assemblage for railroad corridor purposes. Rather, we have performed
this analysis assuming the property does not have a highest and best use for railroad corridor
purposes, for profit, and that it would have potential alternative liquidation use.

We have not researched sales of corridor land properties. Rather we have researched sales

T o 5

3
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of parcels used for alternative purposes in order to estimate “across the fence value”.

Assessed Valuation and Taxes

The property has been assessed by the Iowa Utility Assessment Department. We have not
researched the assessment or taxation. The property is not subject to local property tax and

is not subject to local assessment,

Ownership Interest Valued
Fee Simple Estate, subject to easements and restrictions of record.

Definitions

Market Value: “Market Value means the most probable price which a property

should bring in a competitive and open market under all conditions requisite to a fair
sale, the buyer and seller each acting prudently and knowledgeable, and assuming

the price is not affected by undue stimulus. Implicit 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 acting in what they
consider their own best interests;

3) a reasonable time is allowed for exposure in the open market;

“) payment is made in terms of cash in U.S. dollars or in terms of financial
arrangements compatible thereto; and

) the price represents the normal consideration for the property sold unaffected
by special or creative financing or sales concessions granted by anyone associates

with the sale.”

(Source: Office of the Comptroller of the Currency under 12 CFR, Part 34, subpart C-appraisals,

34.42 Definitions (f).)
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- COMMERCIAL APPRAISERS OF [OWA, INC. -

Across the Fence Method: A means of estimating the price or value of land
adjacent to or “across the fence” from a railroad, pipeline, highway, or other corridor
real estate; as distinguished from valuing the right-of-way as a separate entity.!

Across the Fence Value (ATF): “In the valuation of corridor real estate, the price
or value of land adjacent to or “across the fence” from a railroad, pipeline, highway,
or other corridor real estate.”!

Value for Other Use: A means of valuing a corridor of real estate; used particularly
in valuing railroad corridors.’

Net Liquidation Value: (We have not been provided with an authoritative
definition of net liquidation value.)

We have analyzed “liquidation value” as defined by the Appraisal Institute and have
analyzed several other sources to provide definitions for net liquidation value for
railroad abandonment purposes. We were provided a copy of a reference to net
liquidation value from the Surface Transportation Board, DOT Section 152.27 by our
client. That document, on page 217 states “fair market value equals constitutional
minimum value which is the greater of the net liquidation value of the line for the
going concern value of the line.”

We are interpreting “net liquidation value” to be equal to the normal definition of
“market value” for the individual parcels being appraised, but assuming they were
sold in a reasonable time period to a single purchaser. This requires the estimate of
market value, using “across the fence methodology”, and requires application of a
normal subdivision type analysis to consider the fact that it would be necessary for a
railroad owner to expend funds for marketing, appraisal, administrative and overhead
expenses and real estate commissions. The fact that the sales would occur over a
period of time requires discounting because a cash flow return cannot be realized
until the date of future sale.

This process requires determining the “across the fence value” and applying a
normal discounted cash flow analysis similar to that used in appraising subdivisions
or other land assemblage or grouping analysis. Our estimate of value, given this
interpretation of net liquidation value, is the amount that a typical single purchaser
would pay the railroad owner for the right to purchase all of the various parcels for
use; or for resale over time allowing for normal expenses, profits and the time value
of money.

Net Liquidation Value can also be viewed as to the net value a railroad would
receive if it had to liquidate the corridor on a parcel-by-parcel basis. This type of
liquidation is costly to the railroad because it requires marketing, appraisals,
administrative and overhead expenses and real estate commissions if sales are
conducted by outside agents. In addition, sales will occur over several years and

' As defined by The Dictionary of Real Estate Appraisal, Third Addition (Appraisal Institute, 1993)
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- COMMERCIAL APPRAISERS OF lowA.INC. -

must be discounted because a return cannot be realized until the date of a sale (a
parcel selling five years from now for $1,000 may only be worth $600 Nnow)..

The definition of other selected terms is included in the addendum.

Date of Inspection and Valuation
The property was inspected on April 4, 2002 and other dates by Patrick J. Schulte. The
estimate of value is effective as of April 4, 2002.

Fixtures and Equipment
This appraisal assignment does not consider any business related furniture, fixtures and
equipment. Only the real estate has been considered.

Railroad Track Improvements, Bridge Work and other Constructed Items

Please note we are estimating the contributory value of the land component. We have not
estimated the contributory value of any of the railroad track improvements, bridgework or
other constructed items. We have not estimated the liquidation value of the railroad track
improvements. ‘

Valuation Conclusion
Net Liquidation Value $405,000

Exposure Period

Exposure is defined, as 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; it is a retrospective estimate based upon
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.

Based upon comparable sales and our judgment, we estimate an exposure time of 3 to 9 months
in order to sell the subject property to a single purchaser. We have later determined that it
would likely take approximately 1 year to sell-off the various parcels to final users.

Marketing Period

Marketing period is defined as “the time it takes an interest in real property to sell on the
market subsequent to the date of appraisal." The marketplace has been relatively stable for
properties such as the subject and we estimate the marketing period to be equal to the
exposure period.

Appraiser Competency

Patrick J. Schulte prepared the analysis and valuation conclusions. Mr. Schulte is a Certified
General Real Property Appraiser by the State of Iowa and holds the professional designation
of MAI from the Appraisal Institute. Refer to the Qualifications of the Appraiser in the
Addendum for additional information. The appraiser has performed numerous appraisals on
properties similar to the “across the fence” properties near the subject property. In addition,
the appraiser has performed appraisal analysis on numerous railroad corridor properties.

The appraiser is competent to provide this appraisal.
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- COMMERCIAL APPRAISERS OF JOWA. INC. -
ASSUMPTIONS AND LIMITING CONDITIONS

We are appraising the property assuming it does not suffer from soil or groundwater
contamination. Our estimate of market value, and other findings presented in this report, is
contingent upon this assumption.

The date of value to which the opinions expressed in this report apply is set forth in the letter of
transmittal. We assume no responsibility for economic or physical factors occurring at some later
date which may affect the opinions stated herein.

The Americans with Disabilities Act ("ADA") became effective January 26, 1992. We have not
made a specific compliance survey and analysis of this property to determine whether or not it is in
conformity with the various detailed requirements of the ADA. It is possible that a compliance
survey of the property together with a detailed analysis of the requirements of the ADA, could
reveal that the property is not in compliance with one or more of the requirements of the Act. If so,
this fact could have a negative effect upon the value of the property. Since we have no direct
evidence relating to this issue, we did not consider possible noncompliance with the requirements
of ADA in estimating the value of the property.

No opinion is intended to be expressed for legal matters or that would require specialized
investigation or knowledge beyond that ordinarily employed by real estate appraisers, although
such matters may be discussed in the report.

No opinion as to title is rendered. Data on ownership and the legal description were obtained from
sources generally considered reliable. Title is assumed to be marketable and free and clear of all
liens and encumbrances, easements, and restrictions except those specifically discussed in the
report. The property is appraised assuming it to be under responsible ownership and competent
management and available for its highest and best use.

No engineering survey has been made by the appraiser. Except as specifically stated, data relative
to size and area were taken from sources considered reliable. No encroachment of real property
improvements is assumed to exist, unless otherwise stated.

The maps, plats, and exhibits included are for illustration only, as an aid in visualizing matters
discussed within the report. They should not be considered surveys or relied upon for any other
purpose.

No opinion is expressed as to the value of subsurface oil, gas, or mineral rights. The property is not

subject to surface entry for the exploration or removal of such materials except as is expressly
stated.

Because no title report was made available to the appraiser, I assume no responsibility for such
items of record not disclosed by our normal investigation.

No detailed soil studies covering the subject property were available for my use. Therefore,
premises as to soil qualities employed in this report are not conclusive but have been considered
consistent with information available. It is assumed that the site would support those improvements
that represent the highest and best use.
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- COMMERCIAL APPRAISERS OF [OWA. INC. -

Disclosure of the contents of this appraisal report is governed by the By-Laws and Regulations of
the Appraisal Institute, the American Society of Appraisers, and the Uniform Standards of
Professional Appraisal Practice.

Neither all nor any part of the contents of this report (especially any conclusions as to value, the
identity of the appraiser or the firm with which he is connected, or any reference to the Appraisal
Institute or to the MAI or RM designation or the SREA, SRPA or SRA designations, the American
Society of Appraisers or their members) shall be disseminated to the public through advertising
media, public relations media, news media, sales media, or any other public means of
communication without the prior written consent and approval of the undersigned. This consent
and approval does not apply to Governmental Agencies who disclose appraisals and appraised
values through their normal business functions.

We have inspected the subject property and found no obvious evidence of structural deficiencies
except as stated in this report. However, no responsibility for hidden defects or conformity to
specific governmental requirements, such as fire, building and safety, earthquake, or occupancy
codes can be assumed without provision of specific professional or governmental inspections.

Because no termite inspection report was available, we assume no termite damage or infestation
unless so stated.

Because no asbestos inspection report was made available to the appraiser, we assume no
responsibility for such materials or like items that would require specialized knowledge or
investigation beyond that ordinarily employed by real estate appraisers.

Unless stated otherwise, we did not observe and are not aware of the existence of hazardous or toxic
materials or wastes at subject property. The existence of such materials may have an affect on the
estimate of value. The client should retain an expert in these fields, if desired.

Testimony or attendance in court or at any other hearing is not required by reason of rendering this
appraisal unless such arrangements are made a reasonable time in advance.

It is assumed that all required licenses, certificates of occupancy, consents, and other legislative
or administrative authority from any local, state, or national government or private entity or
organization have been or can be obtained or renewed for any use on which the value estimate
contained in this report is based.

It is assumed that the property is in full compliance with all applicable federal, state, and local
environmental regulations and laws unless the lack:of compliance is stated, described, and
considered in the appraisal report,

No consideration has been given in this appraisal to personal property located on the premises,
or to the cost of moving or relocating such personal property, except noted otherwise. Only the
real property has been considered.
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- COMMERCIAL APPRAISERS OF TOWA, INC, -
ASSIGNMENT AND METHODOLOGY

Assignment

The purpose of the assignment is to estimate the net liquidation value of the fee simple
estate in the property as of the date of inspection.

We are estimating the net liquidation value of the land component of a railroad corridor. For
this assignment, we have made a special assumption that the highest and best use of the
property is not for operation of a railroad corridor or profit, but is for liquidation. The
railroad company controlling the property has provided evidence to the courts that the line
should be abandoned and that it is not feasible for normal railroad operations.

We are estimating the value of the land for the “net liquidation value™. It is our
understanding that the net liquidation value is normally based on the contributory value of
the land and railroad improvements for liquidation. The normal appraisal procedure for
estimating net liquidation value of land is to estimate value using the “across the fence”
method.

We have performed our analysis based on neighborhood and local market land sales and we
have performed an additional step to estimate the market value that a single purchaser would
pay for the total corridor property for liquidation. This step requires an analysis of the
potential sell-off of the corridor, allows for reasonable profits and expenses during the sell-
off period, and considers the time value of money.

Methodology and Process

The valuation process is a systematic procedure employed to provide the answer to a client's
questions about real property value. The general process is similar for most property types,
with areas of concentration changed depending on the type of property and the valuation
issues. In order to complete this appraisal assignment, we inspected the property and
researched the market for data. The estimate of market value has been derived after
considering the cost, sales comparison, and income capitalization approaches.

The appraisal procedure is an orderly process in which the data is collected and analyzed to
estimate the market value of the subject property. The first step in the appraisal process is to
define the appraisal problem, i.e., identification of the real estate, the effective date of the
value estimate, the value rights being appraised, and the type of valuation sought.

Once this has been accomplished, the property is inspected and data from the market is
collected and analyzed on factors that affect the market value of the property. These factors
include analysis of the regional and city data, neighborhood data, site and improvement data,
highest and best use analysis, and application of the three approaches to value.

After the approaches have been completed, the final step is the reconciliation. In the
reconciliation process, we will consider the strengths and weaknesses of each approach and
conclude a final estimate of value.
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SUBJECT PHOTOGRAPHS
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- COMMERCIAL APPRAISERS OF [OWA. INC. -

SUBJECT PHOTOGRAPHS

Facing Easterly from Corridor near Western End of Property at SW 30" Street
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TOPOGRAPHY MAP
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- COMMERCIAL APPRAISERS OF [OWA. INC. -

DESCRIPTION OF SUBJECT PROPERTY

General ‘

The subject property is a 100-foot wide railroad corridor that runs from S.W. 9™ Street on
the east to a defined station lying approximately 1,700 feet west of Fleur Drive. We are
using the maps created and provided by the Union Pacific Railroad Company.

The subject property is outlined and shown on those maps and includes part of parcels 67,
68, 69, 70, 71, 73, 74, and several crossovers or crossing-right parcels identified as 72B and
95. Our appraisal assumes that the railroad corridor is 100 feet wide, except it is narrower in
the east part of Parcel 67, were a portion was previously sold to other parties.

The exact location of the corridor is outlined on the maps for parcels 69 through 71. The
exact location of the corridor is not predefined as of the date of my analysis for the distance
through parcels 73 and 74. That is a relatively wide railroad yard area and the proposed 100
foot wide corridor is assumed to run through that existing wider corridor. That wider
corridor ranges up to several hundred feet wide in most locations.

The corridor has relatively low amounts of street frontage. The corridor has frontage, or is
near street frontage, at the east edge. It fronts along Thomas Beck Road on the west side of
S.W. 9™, It is possible that the land does not have direct frontage on Thomas Beck Road
and the land may be set back some feet from the frontage on Thomas Beck Road.

The property has minimal frontage for the remainder of the land area. It is crossed by Fleur
Drive.

Land Characteristics and Sizes
The following table contains the basic land characteristics and our conclusions regarding

- size, and highest and best use for the property.

15
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- COMMERCIAL APPRAISERS OF [OWA. INC. -

Parcel Characteristics and Size

UP RR Calculated  Appraiser H&B Flood  Adequate Comments

Parcel Area Area Area Difference Zoning Use Zone X  Street FF
67 4.580 3.042 3.042 (1.538) M-1 Ind 0.500 Yes  Good Industrial at rear of 901
Thomas Beck-some steep —~Not
Flood
68 0.482 0.482 0.482 - M-1 Ind 0.482 Yes  Good Industrial at west of 901
: Thomas Beck
69 2.290 0.436 0436 (1.854) M-1 Ind 0.436 No  Large Tract Ind. Development
Parcels-Lacking streets
70 3.080 0.597 0.597 (2.483) M-1  Ind 0.597 No  Large Tract Ind. Development
Parcels-Lacking streets
71 1.500 see #73 see #73 see#73 M-2 Ind see #73
72 3.500 see #73 see #73 see#73 M-2 Ind see #73
72 0.205 see #73 see #73 see#73 M-2 Ind see #73
95 0.092 see #73 see #73 see#73 M-2 Ind see #73
73 4.800 8.861 8.861 4061 M-2 Ind 8.861 No  Large Tract Ind. Development
Parcels-Lacking streets
74 4.200 3.903 ©3.903 0.297) M-1 Ind 3.903 No  Large Tract Ind. Development
Parcels-Lacking streets
Totals 24.729 17.321 17.321 (7.408) 17.321  17.321

The table shows four columns relating to size. The column labeled UP RR Area is the area
provided by Mr. John Herdzina of the Union Pacific Railroad. We discussed the parcel
areas with Mr. Herdzina. Several of the areas shown in the Union Pacific table covered land
area greater than the 100-foot corridor. In addition, the land areas were larger then could be
calculated using reasonable scale procedures on the Union Pacific drawings. We reached a
preliminary agreement for the sizes shown under Appraiser Area. This appraiser has
reconciled to the areas shown above and those areas could be modified with a survey.

Flood Hazard Area

According to the flood insurance rate map, a portion of the corridor is located in a
designated 100-year flood hazard area. The majority of the land located between Fleur
Drive and S.W. 9" Street are in an area designated as being in a flood hazard. However, it is
our understanding that the majority of that land area lying within 2,500 feet along the
eastside of Fleur Drive is less than 2 feet below the flood hazard elevation and much of that
land is within 1 foot of 100-year flood hazard elevations. A copy of the Flood Insurance
Rate Map has been included in this report.

Easements and Encroachments

For this assignment, we have not analyzed easements or encroachments. We are appraising
the land as if owned in fee title assuming only minimal easements for utility purposes at the
boundaries of some of the parcels. We are appraising the value assuming the property were
not subject to other railroad line easements or any major utility easements.

Utilities
The land has access to normal city and public utility services.

16
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- COMMERCIAL APPRAISERS OF IOWA, INC. -

Soils
We have performed no soil analysis. It is assumed the site would support those uses deemed

to be the highest and best use of the land.

Across the Fence Parcels
We are estimating the value of the property corridor using “Across the Fence” methodology.
Therefore it is important to consider what properties are “across the fence” from this 100-

foot corridor.

Beginning at the east edge of the property at S.W. 9% Street the “across the fence” parcel, to
the north is the Raccoon River and some flood ground area for much of Parcel 67 and 68.
The property “across the fence” to the south is a former depot converted to offices and some
parking and light industrial type land fronting on Thomas Beck Road.

The majority of the balance of the corridor between parcel 67 and Fleur Drive is a wider
railroad corridor. The subject corridor is assumed to be 100 feet wide. It lies in a wider
corridor that varies between approximately 200 feet wide and 400 feet wide. The total land
area of the wider corridor is approximately 30 to 40 acres.

To the south of this corridor is the former Massey Ferguson plant that is now operated as a
large multi-tenant industrial/office/warehouse property. This parcel has approximately 75
acres under a single ownership with frontage along Thomas Beck Road and Bell Avenue for
a little over ¥ mile. To the north is the Gray’s Lake complex, which is comprised of a more
then 100 acres of lake and parkland. The majority of that area is in flood way and flood
plain.

The highest and best use for the large 400-foot wide railroad corridor would be for
assemblage to the adjacent warehouse/industrial properties to the south as rear yard area or
could be for redevelopment with a street system as industrial parcels.

The across the fence parcels adjacent to the property on the west side of Fleur Drive would
be the slightly larger railroad corridor. The larger railroad corridor on the west side of Fleur
Drive measures approximately 130 feet. It varies in width between 130 feet and
approximately 175 feet. That larger corridor lies between larger industrial properties to the
north and the south. The properties to the south include numerous industrial sites with
existing buildings. Those industrial parcels front on Bell Avenue and the majority have
depths from Bell Avenue to the north of between 600 and 800 feet and the parcel sizes range
from 3 to 20 acres.

The parcels to the north that back to this railroad corridor are primarily a few large industrial
properties with large warehouse improvements. Those properties have depths of between
200 feet and 300 feet from Sunset Road back to the railroad corridor. The typical parcel on
the north is approximately 10 acres.

The highest and best use for this portion of the corridor could be for assemblage to the
adjacent industrial property as rear yard and future development area or could be for
development of some type of street system for subdivision as smaller industrial parcels.

17
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HIGHEST AND BEST USE

This section seeks to determine the most profitable use of the subject land, as if it were
vacant, as well as the improved property. According to The Dictionary of Real Estate
Appraisal, Third Addition (Appraisal Institute, 1993), highest and best use is defined as
follows:

The reasonably probable and legal use of vacant land or an improved property,
which is physically possible, appropriately supported, financially feasible, and that
results in the highest value. The four criteria the highest and best use must meet are
legal permissibility, physical possibility, financial feasibility, and maximum
profitability.

Our previous description of the subject property and of the property lying “across the fence”
has provided highest and best use analysis and conclusions. In summary, we concluded that
the highest and best use of the subject corridor is for assemblage to the adjacent larger
industrial properties for the majority of the land area or equally for potential redevelopment
with a street system for subdivision for industrial land development. There is a small
amount of the land area lying on the eastern edge that has highest and best use for
assemblage with smaller industrial pieces with good street frontage.

The majority of the corridor and of the adjacent lands near the corridor have minimal street
frontage or have the frontage relatively distant from the corridor land. This would allow for
the assemblage for the property as rear yard or for redevelopment as a subdivision with
street systems,

18
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- COMMERCIAL APPRAISERS OF [OWA, INC. -

LAND VALUATION

The essence of the land valuation section is to discover what competitive properties have
sold for recently in the local market, and after an appropriate adjustment process, to develop
indications of what they would have sold for if they possessed all of the physical and
economic characteristics of the subject site. We researched the market for sales that could
provide good indications of value.

In this case, we are estimating the market value of the land for an existing railroad corridor.
We are estimating the “net liquidation value”. The most appropriate way to estimate this
value is to first determine the value of the individual portions of the railroad corridor using
across the fence” methodology; and then apply a normal “developers discount” to consider
the amount a single purchaser would pay for those parcels.

The reason we apply this two step process is because “across the fence methodology”
provides a value for each parcel assuming that section or parcel were the only one available
and that could be sold in a reasonable time in the market place. The second part of the
procedure considers that it is necessary to accomplish numerous sales to liquidate the
corridor and that there would be a sell-off period with expenses for the many components to
numerous buyers. There would be expenses of sale and staff-time to manage the sell-off
project. '

Across the Fence Methodelogy

In order to estimate the value of each portion of the line we have reviewed numerous land
sales. During the course of this analysis, we were appraising a land area that covered both
the defined property and the larger 3.72 mile Bell Avenue Industrial Lead. We research and
analyzed land sales representing land values for the various types of land along the line.

The parcels for this analysis are primarily industrial land that runs through a corridor of a
flood land industrial park type land area. The following table contains relevant data for
numerous industrial property sales. We have reviewed sales of developed lots available for
construction of buildings and we have reviewed land areas that are appropriate for
development for industrial or business park type use.

The following table contains sales of typical industrial parcels that represent land values

similar to the portions of the subject property that have reasonable street frontage and or
have “across the fence values” of typical industrial lots.

19
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- COMMERCIAL APPRAISERS OF [OWA. INC. -

Industrial/Business Park Lot Sales

Sale # Location ' Sale Date Price SF Acres  $/SF

32 2240 NE 46th Ave Apr-98 $ 225,720 297,950 6.84 $ 0.76
42 2400 Valley Drive Oct-00 $ 227,000 151,908 349 $ 149
43 2525 Garden Road Oct-99 § 20,000 39,960 092 $ 0.50
50 5700 Park Avenue Feb-99 $ 172,280 100,064 230 $1.72
51 6000 Watrous Mar-02 $ 250,000 164,918 379 $ 1.52
89 2400 Dixon Street Sep-00 § 275,000 215,186 494 § 128
134 1619 E University May-99 $ 28,000 22,880 053 § 122
189 5401 NE 17th Aug-00 $ 149,900 150,717 346 $ 0.99
190 1540 NE 66th Mar-00 § 92,000 87,120 200 § 1.06
192 2070 NE 60th Ave Mar-00 § 264,780 253,955 583 § 1.04
193 5400 NE 17th St Jan-02 $§ 150,000 118,962 273 $ 1.26
195 1320 NE 60th Sep-99 $ 84,000 61,597 141 $ 136
313 1501 Fleming Sep-97 $§ 146,880 146,579 336 $ 1.00
315 77 Forest Avenue Aug-98 § 54,900 34,250 079 §$ 1.60
316 4019 E. 16th Street Mar-97 $ 49,950 40,572 093 $ 123
323 9 Greenwood Terrace Jul-02 § 60,000 50,030 1.15 $ 1.20
339 613 SW 61st Street Nov-00 $ 112,250 96,925 223 $ L16

The following table includes land sales of 15 acres to 100 acres that are suitable to
redevelopment and subdivision as a typical business park or industrial park use. These sales
are appropriate indicator of “across the fence value” for the portion of the corridor through
a large railroad yard between Gray’s Lake and the former Massey Ferguson industrial plant
property near Fleur Avenue.

Industrial/Business Park Development Acreage Sales

Sale # Location Sale Date Price Acres  $/SF

17 4702 SW 63rd Jun-95 § 915,000 82.07 $ 0.26
18 7300 Fleur Jul-96 § 875,000 70.01 $ 0.29
20 6200 Park Avenue May-96 $ 1,743,100 _ 10997 $ 036
26 3160 E. Granger Avenue Dec-95 $§ 208,000 1594 $ 0.30
30 SEC Hwy #65/#163 Oct-98 $ 784,500 5220 §$ 034
158 5910 NE 22nd Street Aug-99 § 499,500 31.19 § 037
159 6500 Highway #141 ‘ Dec-00 § 800,000 20.00 $ 092
173 6200 Highway #141 May-00 $ 1,481,090 76.38 $ 045
236 14201 Douglas Parkway Mar-02 § 2,015,000 80.88 $ 0.57

20
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- COMMERCIAL APPRAISERS OF [OWA. INC. -

Individual Lot Value Summary and Conclusions

We have analyzed these sales and considered the appropriate factors for the subject railroad
corridor parcels. The first table of sales provides a value indication for the portions of the
corridor lying on the east that have across the fence smaller parcel value. The second table
contains the sales that are more appropriate to value the larger parcels.

The following page contains the basic characteristics for each parcel and our reconciled

value for the individual components. The values shown assume the components would be
sold as typical smaller parcels over a time to a variety of purchasers.

21




(44

PR

brL'0ES  $ oL0 § 6LLYI 1Z€°L1 9geIoAY/S[RIO,
s1001$ SunyOR-sjeore twowrdojoaa puy joei], aBre71 000°s8 $ 050 § ON £06'¢ I-IN £06'¢ N VL
$1991s SU{ovT-s[e0re Juawdojerag puy we1y sSrey 000661 § 0S0 § ON 1988 TN 1988 N €L
EL# 998 TN EL# 998 N §6
EL# 998 TN ELHOOS A QL
EL# 995 N EL# 998 N L
EL# 998 TN €L# 995 N |92
S19215 Bunoe--sjeored Juowdopoacy PUI ovIY 98T (00T $ 050 § ON L65°0 I-IN L6S°0 N 0L
§192.18 BunjoeT-s[eored Juswdofeasq ‘puy jori], 98X 0056 $ 050 ¢ ON 9E¥’0 - 9Er'0 N 69
P9 SBWOYT [06 JO 159M 18 [eLUSUPUL POOD)  H6H°] € $ 05T ¢ sex 00T°0 I-IN [4:3 40 N 89
POOL 10N da31s awios-yoog sewoy ] [0 Jo 1ear 3o [BIRSIpUI pooD  0SL861  $ 0ST §  sox 005°0 I-W [44E3 N L9
e, S/ ddang  xsuoz  Suuoyz BOIY N [Poreg
SHISWIOD  dM[BA U 3y SO0y ajenbopy  poojg pue|
$435() 03 3[BS 10] SIN[EA [1E}OY pue SpaIRg 9geaRdag Jo Sunsiy
T ONIVAOL A0 SUASIVAL Y ‘j‘\_,uxm:ﬁ).ou -
A ERrEmEEEDECOCCOCC O



o ) )

p—

i

o N

3

-

- COMMERCIAL APPRAISERS OF Towa. iNe. -

Analysis of Sale to Single Purchaser

The previous subsection provides value for individual parcels. We will now consider the
appropriate measures to estimate the value of the entire corridor to a single purchaser.
Another point of view would be to estimate the net value that could be received by the

current owner, after subtracting appropriate marketing, holding costs and the time value of
money.

We have developed a discounted cash flow analysis. We have assumed that the separate
parcels can achieve a sell-off over a 1-year period. We used a quarterly presentation. We
have assumed a uniform sell-off during each quarter.

We have allowed for a sales and marketing fee of 6% of gross revenues. We have allowed
for miscellaneous costs of 3% of gross revenues. We have estimated a profit margin of 10%
to induce a developer to purchase the property and receive the benefits of the resale of the
property.

We have estimated the present value of these cash flows to be received over a 1-year period
by using a 10% annual discount rate. This procedure provides an indication of what a single
purchaser would pay to acquire fee simple title in the defined property. The discounted cash
flow table follows:

Value to a Single Purchaser for Potential Resale and/or Liquidation
The following table assumes a 1-year sell-off, sales fees, miscellaneous costs,and a

developer profit. The present value is estimated using a 10% discount factor to consider the
time value of money.
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- COMMERCIAL APPRAISERS OF IOWA. INC. -

Discounted Cash Flow Table

As of April 4, 2002

Period 0.25 0.5 0.75 1
Quarter 1 2 3 4 Totals
Total of Separate Sale Values $ 132,686 $ 132,686 $ 132,686 $ 132,686 $ 530,744
Sales Fees 6% 7,961 7,961 7,961 7,961 31,845
Miscellaneous Costs 3% 3,981 3,981 3,981 3,981 15,922
Effective Cash Flow $ 120,744 $ 120,744 § 120,744 $ 120,744 $ 482,977
Profit 10% 13,269 13,269 13,269 13,269 53,074
Cash Flow per Quarter $ 107476 $ 107,476 § 107,476 $ 107476 $ 429,903
Reversion None

Present Value Factor @ 10.0% 0.9765 0.9535 0.9310 0.9091
Present Value of Cash Flow $ 104945 $§ 102,474 $ 100,061 $ 97,705 $ 405,185
Present Value of Cash Flows $ 405,185
Rounded $ 405,000
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RECONCILIATION AND FINAL ESTIMATE OF VALUE

Reconciliation :

Our assignment is to estimate the net liquidation value for the subject property as of the date
of inspection. We are limiting our analysis to include only the net liquidation of the land
value, exclusive of any salvage value of railroad related constructed improvements.

We have estimated value for the corridor using the “across the fence” method. We have
reviewed sales of properties that are similar to the properties lying “across the fence” from
the subject corridor. We estimated individual value of the separate parcel component and
then applied income approach analysis to estimate the value of these components to a single
purchaser. This analysis considers the expenses associated with the sale of multiple parcels
and the time value of money. This approach is the best tool to value the subject property for
the assigned purposes.

Final Estimate of Value

We estimate the net liquidation value of the fee simple estate in the subject property, using
“across the fence” methodology and assuming a sale to a single purchaser, as of April 4,
2002, to be: $405,000.
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- COMMERCIAL APPRAISERS OF IOWA, INC. -

CERTIFICATION

I certify that, to the best of my knowledge and belief:
The statements of fact contained in this report are true and correct.

The reported analyses, opinions, and conclusions are limited only by the reported assumptions
and limiting conditions, and are our personal, impartial, and unbiased professional analyses,
opinions, and conclusions,

[ have no present or prospective interest in the property that is the subject of this report, and no
personal interest with respect to the parties involved.

I have no bias with respect to the property that is the subject of this report or to the parties
involved with this assignment.

Neither my engagement to make this appraisal (or any future appraisals for this client), nor any
compensation therefore, are contingent upon the reporting of a predetermined value or direction
in value that favors the cause of the client, the amount of the value estimate, the obtainment of
the stipulated result, or the occurrence of a subsequent event.

My compensation from completing this assignment is not contingent upon the development or
reporting of a predetermined value or direction in value that favors the cause of the client, the
amount of the value opinion, the attainment of a stipulated result, or the occurrence of a
subsequent event directly related to the intended use of this appraisal.

The reported analyses, opinions, and conclusions were developed, and this report has been
prepared, in conformity with the requirements of the Code of Professional Ethics and the
Standards of Professional Appraisal Practice of the Appraisal Institute.

The use of this report is subject to the requirements of the Appraisal Institute relating to review
by its duly authorized representatives.

I personally inspected the subject property.
No one provided significant professional assistance to the persons signing this report.

3y
1t Patrick J. Schulte has completed the requirements of the continuing
e Appraisal Institute.

As of the date of this re
V)
education program o

Patrick J. Schulte, MAI, SRPA
State Certificate #01117
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