

Editor’s Note: Appraiser Mike Brunson explains how serving clients best often means giving them what they need, not always what they want. This story is excerpted from the current edition of Working RE magazine, now in the mail to over 80,000 appraisers. Also note that the OREP/Working RE Customary and Reasonable Fee Survey recently surpassed the 10,000 participant threshold and is still growing fast! 
 
Growing Business: Giving Clients What They Need 
By Mike Brunson

In this period of economic and social change, clients are looking for professional appraisers to answer questions that until now have not been asked.  Price and timing are the hot-button issues. While many appraisers are raging against the downward pressure on fees and the increased pressure for faster turn times, I have instead begun to offer my clients an alternative service.  Here’s how. 
 

I have several clients who order valuations for internal asset management. The client typically holds paper on a non-performing loan and needs to determine the best course of action.  While bidding a recent land assignment, the client noted that my bids were coming back much higher than they expected. The client wanted to know why this assignment warranted a fee that was so much higher than what they desired/expected to pay.  

As we discussed the complexity of the assignment and some potential reductions in scope of work, they said, “We don’t really care how much this thing is worth specifically, we just need to know if it is worth more than $x.”  It turns out that the client is in second position behind a sizeable first.  They suspected that there was little or no equity in the asset but needed an appraisal in the file.  The client was requesting bids for a “full appraisal” because that is what they were accustomed to ordering.  However, they had no need for the detailed analysis of a traditional “complete” appraisal that provides a specific value reported in summary format.  
 
Here is an opportunity to serve a good client by giving them what they need instead of what they asked for.  At the same time, it provides an opportunity to expand my options with this client regarding the services that I can provide as a professional appraiser.  I explained that by definition, an appraisal can be expressed as a “specific amount, as a range of numbers, or as a relationship (e.g., not more than, not less than) to a previous value opinion or numerical benchmark (e.g., assessed value, collateral value).”  In this case, the amount of the first trust deed would serve as the benchmark. 

We also discussed the question they were asking: “Is the property worth more or less than $x?” The client agreed that the majority of a traditional appraisal was extraneous to the question. I also explained that despite the negative connotation of the term “restricted,” in this case, a restricted-use appraisal report is acceptable for the intended use and intended user of this assignment. Honestly, my client was hesitant because, like most clients and many appraisers, they are not familiar with the concept of a limited scope, restricted-use assignment.  

I spent some additional time and eventually went in to their office to discuss this and future assignments with a similar intended use. Ultimately the client agreed that a restricted-use appraisal report with a limited scope of work is appropriate for their needs.  The next day, I delivered a two-page narrative appraisal (plus a certification page and a few client specific documents) using the amount of the first trust deed as a benchmark for the valuation. After completing my research and analysis, I concluded that the subject market value was less than the defined benchmark.  I wrote the narrative report from scratch in less than 30 minutes.  Not including the time I spent visiting the client (which I consider marketing) I completed the assignment in about 2.5 hours. The $250 fee for this appraisal is well within the client’s expected range. 
 
Since my conversation with this client a few months ago, I have completed six of these assignments for five different clients.  This may not seem like much but four of those clients are banks that have increased their volume of traditional appraisals over that same period of time.  Lending clients are still hesitant about the product because it is “different.”  I have had dozens of conversations about the benchmark assignments that were ultimately ordered as full appraisals.
 
Individual Investors
I have also completed similar, limited-scope, benchmark appraisal assignments for individual investors and homeowners. One particular client was applying for financial aid for one of his children to attend college and needed to know whether or not to list several investment properties as assets. They contacted me asking for a discount because they were “pretty sure the houses were worth less than they owed.”  Again, I explained that if the question that they really need answered is, “Is the house worth more or less than I currently owe?” than a limited-scope, benchmark appraisal assignment is cost-effective and timely.  
 
I am currently negotiating with several other bank and portfolio management clients to provide this type of valuation service.  In truth, the reaction has been mixed. Homeowners and investors love the idea of asking a specific question and getting a timely and reasonably-priced answer from a Certified appraiser without all of the “fluff.”  Most institutional clients seem to have difficulty getting passed the “but this is not what we are used to getting” mentality.  However, I believe this will change as new and different alternative valuation products come into the market and are recognized by primary and secondary market participants.  

Ultimately I have a group of clients, and this one in particular, who recognize me as a true professional and call on me more often than they used to. This is the type of proactive thinking that will differentiate me and my company from other appraisers in my market.   
 
About the Author
Michael Brunson is a Certified Residential Appraiser in Nevada. He is a graduate of University of Nevada at Las Vegas with a B.A. in Psychology. Brunson is an AQB-Certified USPAP Instructor. In addition to teaching USPAP classes, he provides USPAP Consultation to private clients, attorneys and practicing appraisers. Since 1997 he has held the position of Owner and Chief Appraiser for Ascent Appraisal, Inc., an independent real estate valuation and consulting firm specializing in complex valuation assignments; USPAP compliance reviews; and expert witness/litigation support. Brunson is an Associate Member of the Appraisal Institute; a general member of the IRWA; a founding member and the interim Vice-President of the National Association of Appraisers (NAA); a founding member of and the current president and chair of the Government Relations Committee for the Coalition of Appraisers in Nevada (CAN).  He also serves on the Nevada Real Estate Division Appraisal Advisory Review Committee. In 2009, Brunson chaired the CAN Government Relations Committee that sponsored the successful passage of AB 287 – Nevada’s Appraisal Independence and AMC Registration bill.
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ClickFORMS is the simple answer 
to your complex appraisal 
software needs. We offer multiple 
sketcher integrations, MLS integration, and easy 
payment options.
Call today at 800-622-8727 or visit 
http://www.bradfordsoftware.com to try before you buy.
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Become a World-Class Valuation Professional!  Business has gone global and international expertise is in demand. Consider how these global changes can affect your business and discover the opportunities that await the international valuer! Inside Real Estate Valuation in Global Markets, second edition, learn about appraisal practice in dozens of countries with comprehensive, on-the-ground information from local experts. PDF downloads segmented by region are also available! Order Now!
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 Sound familiar?

Clients demanding more in less time?  Worried about being dependent on just one or two clients?  Considering switching to an iPad or iPhone for inspections?  Or just wondering what's coming down the line?

Join us at one of our live training seminars and bring all your questions.  We'll show you formfilling short cuts, how to incorporate mobile appraising techniques, ways to cut turn times, easy non-lender marketing techniques, and so much more.

Three cities this spring: Orlando: March 10-11, Chicago: April 9-10, Dallas: April 29-30. Click here to learn more.

Have questions?  Click here or call 1-800-ALAMODE.
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Featured webinars for February and March
 
 "First Look" part one of a three part series examining the new Uniform Appraisal Dataset from Fannie Mae and Freddie Mac and how it will change the way you report your appraisals. And the three-part series, "Residential Design: What makes a Good House Good." You'll never look at a house the same way again. 
 webb.nmu.edu/Appraiser/index.shtml
Click to learn more!
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- FHA Appraising Simplified
- Approved CE at Cost for OREP Members/Affiliates
- Become an FHA Approved Appraiser
- Bundled CE packages  
- F

 HYPERLINK "http://www.orep.org/medical-benefits.htm" \o "http://www.orep.org/medical-benefits.htm" amily group health insurance 

- Bank appraisers needed
- Protect your appraisals with 

 HYPERLINK "http://www.workingre.com/workingre/protecting-appraisals-identity.html" \o "http://www.workingre.com/workingre/protecting-appraisals-identity.html" new technology
- Diversify: Appraiser's Guide to Energy Auditing/Rating
- Diversify: Developing & Growing an Appraisal Practice
 

Visit orep.org to learn more or contact us for details:

mailto:info@orep.org" 
 


mailto:info@orep.org" 
info@orep.org
 or 888-347-5273.
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David Brauner Insurance Services 
Now in our 10th year!

E&O Insurance Experts 
Coverage, Service, Rates

Minimum Premium $455  

Appraisers * Inspectors * Agents * Brokers * Mortgage Brokers 

Save Time and Money
Call Today - We Answer the Phone!
info@orep.org / 888-347-5273

 

DiscountsInsurance includes WRE subscription & 
 

David Brauner Insurance Services/ OREP/Working RE Magazine 

David Brauner Calif. Insurance License: 0C89873 
Working RE Magazine Online News Edition

6760 University Ave., Suite 250, San Diego, Ca. 92115

888-347-5273 * www.workingre.com * subscription@workingre.com

