Appraisal Review to Meet
FHWA Requirements

Louis M. Brooks

Practical suggestions for the review appraiser, including a
list of common appraisal shortcomings and how to avoid

them.

Appraisal review is a simple and a com-
plex task. This statement may not seem to
make a great deal of sense; however there
are two totally separate and distinct areas
of review. The procedure or mechanics of
checking a report for the contract content
requirements (photograph, maps, sales,
etc.) and the mathematics are as simple as
1, 2, 3. The task of analyzing the data in a
report and making a recommended offer
requires a great deal of appraisal knowledge
and the ability to reason, understand, and
make a decision. The Review Appraiser
must be as well-trained and qualified to
review a parcel appraisal, as the Appraiser
is required to be to make the appraisal
report.

The Review Appraiser’s task is to insure
that the appraisal reports turned in to the
State are in compliance with the Federal
and State’s minimum requirements, which-
ever 1s more restrictive, and all laws. At the
same time, the Reviewer, based on all of
the available data, recommends the esti-
mated fair market value offer to be made
to the owner for the property and/or rights
to be acquired.

Louis M. Brooks is Assistant Chief Appraiser
with the Louisiana Department of Transporta-
tion and Development with over 29 years of right
of way experience. A member of Chapter 43 and
Region 2 Vice Chairman, Brooks is active at the
Chapter and International levels.

The Reviewer’s task may seem some-
what of a conflict of interest. The Reviewer
works for and is paid by the State and thus
is expected to see that the State does not
overpay for its required lands or property
rights. On the other hand, he/she is also
charged with the responsibility of making
certain that the property owner is fairly
treated and paid fully for everything being
acquired from him based on State laws and
regulations.

Thus, every effort must be made to in-
sure that the fair market value is offered for
the property and/or rights to be acquired.
With market value being recommended,
both the State and property owner are fairly
treated and, therefore, there should be no
conflict of interest.

One of the primary functions of the Re-
view Appraiser for the State and Reviewer
for FHWA is to insure that just compen-
sation is offered to the property owner for
the required rights.

If the Appraiser (Staff or Contract) could
spend the time to follow the appraisal pro-
cedure point for point, was fully trained in
State and FHWA procedures, and was well-
qualified, the review process would be
much simpler. On most projects, time is a
major factor. The luxury of unlimited time
for the appraisal process and review process
is simply not available.

In an effort to have the reports meet all
standards, each Appraiser is furnished a set
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of sample appraisal forms, both the short
and long forms, and also with copies of the
Reviewer Check Sheet forms. Also annual
meetings are held with the Appraiser to
review general shortcomings. As part of
each Contract with a Fee Appraiser is a
suggested report outline.

In a further effort to insure a more effec-
tive and acceptable overall work product,
joint meetings are held quarterly with
FHWA and Department personnel. Such
things as shortcomings, strong points, prob-
lems, etc. are discussed. Positive efforts are
made by both groups to correct and/or
climinate any problems and to improve the
work product and environment.

When the Appraiser follows the sug-
gested format, he/she has fewer problems,
and the State Reviewer has a much simpler
and speedier review. By the same token, if
the Reviewer follows the Check Sheet, has
the Appraiser correct and/or explain any
of the found deficiencies, makes an office
and field review of and for all available
data, and fully explains and documents the
Review Sheet, very few citations are issued
by FHWA Reviewer.

It is always a big help to know and have
a good working relationship between the
State Reviewer and the FHWA Reviewer.
So many of the items in a report are a
matter of opinion ahd/or interpretation. By
working with the FHWA Reviewer, the
Review Appraiser will learn some of his/
her pet areas to question. The Review Ap-
praiser, in turn, can make an extra effort
to see that these items are well-explained
and/or supported in the report or Review
Sheet comments, along with the other im-
portant items. Working with the FHWA
Reviewer does not mean letting him/her
run your office. When the Review Ap-
praiser has covered all of the bases and he/
she feels that the recommended offer is
correct, and the FHWA Reviewer does not
have supported data for a different opinion,
he/she must stand his/her ground, and the
State Chief Appraiser will fully back and
support the State Review Appraiser.

Some of the more common appraisal
shortcomings along with suggested correc-
tions are as follows:

Appraisal Procedure to be Used. Lack
of explanation as to why an approach to
value is used or why not used on improved
properties. The main thing is to explain. If
the market or income approaches are not
applicable, give reasons why not. If the



reasons are logical, little more needs to be
said.

Statement of Highest and Best Use. All
Appraisers give a brief statement, but most
need to explain why. A simple statement
such as “The highest and best use of the
property is residential because that is how
it is being used” is not adequate. There
must be some reasonable explanation such
as the property is zoned (1-A) single family,
and the zoning board indicates that rezon-
ing is out of the question.

Cost Source. Lack of support or expla-
nation. If a cost service is used, the name
of the service is to be given along with the
book, page, and type or class used. If a local
builder is used, the builder’s name, address,

and telephone number need to be given in
the report.

Cost Depreciation. Far too often, the
Appraiser uses age/life. The depreciation
needs to be supported from the market
using sales of improved properties where
land values are supportable. If market data
is not available, a reasonable and logical
explanation will usually be accepted. Here
again, this is not a one line explanation.

Value after the Taking. Our format
gives this as a one-pager and thus the major
problems. Many of the Appraisers simply
do not do an appraisal of the after parcel,
they try to do a one-pager. The Appraiser
must do a full appraisal of the remainder,
giving sales and adjustments, etc. Some of

the same weaknesses that were in the Before
Appraisal show up here and need to be
corrected in the same manner.

Analysis and Reasoning for Adjust-
ments. Most are somewhat weak in expla-
nation and support. From the market,
paired sales are used to indicate an adjust-
ment. The market should be used to sup-
port any adjustment. When there is no
market data to support an adjustment, then
a detailed, reasonable, and logical expla-
nation will usually be accepted.

To sum it up, the Appraiser needs to
support and/or explain. When support
from the market cannot be obtained, then
in most cases, a reasonable and detailed
explanation will work. (R&®

Professional Land Setvices

What do you look for
in a professional
land services firm?

Probably the same qualities
we look for in our agents:
dedication, judgment, ethics,
superior communication skills
and a proven track record of
successful negotiations

POWER's Land Services Group
is supported by the depth

of our full service engineering
capabilities. An advantage
smaller firms can only dream
about

POWER's exclusive case file
and status reporting systems
ensure projects flow smoothly
From feasibility to start-up and
beyond, we'll custom design
and implement a system that’s

unique to your requirements

and needs,

POWER'’s professional

services include:

® Routing/Siting Studies

® Right of Entry

e Environmental
Documentation

e Public Involvement Process

e Landownership Mapping

o Title Search

® Appraisals

® Survey

® Right of Way Acquisition
® Permitting

e liee Purchase

e Construction Monitoring
® Damage Claim Settlement
e Expert Testimony

Contact:

Frank Rowland or Mike Allen

e powes

Engnneers [neopoealod
Box 1066 « Hailey, Idaho 83333
Telephone (208) 788-3456

RIGHT OF WAY/JUNE 1987 23



