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Appraiser Efficiency in the New World of CU 

By Dustin Harris
Ready or not CU is here!  Collateral Underwriter (CU) from Fannie Mae began on January 26 for lender use and like it or not, it is not going away soon.  Although I secretly hope it fails and dies a quick death, I doubt that will happen easily. Appraisers are having a lot of anxiety over CU.  Some of it is justified but much is probably not.  

Regardless of where you are on the CU debate, there is no doubt about one thing; CU is likely to cost appraisers additional time.  Revision requests from CU have already begun arriving on our computers, and appraisers are reporting lengthened times for report completion as a result.  In some cases, there have been complaints from my peers that CU is causing additional hours (not minutes) to satisfy the CU requirements (as well as others).  This is a problem for the fee appraiser.
Most appraisers are not in a staff (salary-based) position.  You work on a per report fee basis.  In other words, time is money.  If an appraisal takes additional time, you do not typically get compensated more.  It is not hard to understand that the CU scope creep does not help the bottom line.  If you want to survive (and even thrive) as an independent real estate appraiser, these days and into the future, you must pay attention to your business model and processes (that and/or ask for more money).  In the new world of Collateral Underwriting, here are a few things you need to consider if you hope to continue to make a living as a real estate appraiser who works primarily for AMCs:
Evaluate Your Current Business Model
We appraisers are busy kids.  I know very few appraisers who work less than 40 hours a week (many work over 60 on a regular basis).  Throw in a family and other responsibilities and who has time for hobbies?  However, an essential (yet often neglected) aspect of running an appraisal business is remembering to run the appraisal business.  Most of you are not just appraisers.  You are also the CEO of your empire.  How often do you take quiet time to look at your business from both a 30,000 foot level and up close to see how well (or poorly) things are running?  I often refer to this process as working on it not in it (OINII).  For me (with few exceptions) this is a weekly occurrence.  It does not happen on its own, however.  It must be scheduled into your calendar and religiously adhered to if it is going to work.
       

Plug Those Leaky Holes
I love sticky notes.  My life and business are about 98% paperless, but I just cannot seem to break the clutches of the sticky note addiction.  As I am working, I sometimes notice problems with the business process. If it is a major or recurring issue, I note it on a sticky note.  During my OINII time each week, I spend time looking over these problems and deriving appropriate solutions. Boats sink with only small holes.  Businesses, of course, are no different.
  

Streamline the Process
Appraising is not an assembly line and cannot be treated as such.  However, there are many principles involved in the conveyer belt system that can also be applied to running a successful business.  With the increased workload introduced through CU, your system will become even more important.  Though appraising is somewhat of an art, there are also many repetitive tasks involved with each assignment.  The engagement letter must be accepted and logged into the system.  The appointment must be set.  Data needs to be gathered from the applicable sources.  Comparables must be chosen and entered into the grid, etcetera.  You get the point.  With each task, find the very best—most efficient—way of doing things and develop procedures which allow you to be consistent as well as constantly improving. 
   
Continue to Reevaluate
Once your business is running like an Olympic athlete, remember that gold medalists still have to practice.  Do not become complacent.  Changes—such as CU—may not be fun, but they sure can spur a business owner to rethink things. Good enough is not good enough if you are going to survive the extra efforts required through the Collateral Underwriter.  Do not cut corners in quality but find ways to be ever more efficient.  Once something is working right, improve it even more.
     

Additional Tips Specific to CU
The principles outlined above are just good business practice.  With the introduction of CU to lenders and AMCs, it is more important than ever to keep your business model tuned and running well.  However, CU brings some particular concerns and things to watch out for. 
 

Recording Your Thoughts 
First, are you choosing the best comparables?  Do you have an answer as to why you did not use the other sales that may have come up in your search? Many of us make a mental note of these things, but keeping a written log of why you do what you do will likely save you time (and heartache) when CU sends back its scary list.  

Be Meticulous
Pay close attention to the details when entering comparables into a report. Transposing a number on the sales price or square footage may seem like a simple mistake but it is likely trigger red flags that might not be raised if you were more careful to begin with.  If your information is different than what was entered by others, you might just start the dominos a-falling.  Are you adhering strictly (at least as strictly as possible) to Quality and Condition ratings?  Do not forget that these ratings are intended to make reporting more precise and not to be used as a relational description as compared to the subject or other sales. 
  

Know How to Adjust
Where are your adjustments coming from?  I am not convinced that every needed adjustment can be perfectly derived through scientific analysis, but we should support where we can and comment where we can’t.  Remember, CU compares what you have done to what your peers have historically done.  Don’t forget (or learn) the basics of appraisal fundamentals here.  
Conclusion
Running a successful business long-term does not just happen.  It takes planning, diligence, paying attention to details, lots of hard work and a little dumb luck.  With CU and the inevitable corrections/revision requests that will be coming (if they are not already), these principles are even more important.  Your business governance will never be perfect, but application of the above suggestions will pay dividends in the long run.  None of us are thrilled about the increased workload that CU is bringing but it does not have to be the end of your business.  The Collateral Underwriting system may be a perfect excuse to step back, take a deep breath, and remodel what you are doing for the better.
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