Appraisal Check List

These points are true for buyers or for borrowers.  Your  position may change your motivation, but these are check points that can bias incorrectly upward or downward.
Do not allow the appraiser to go on site without a thoroughly prepared property contact to lead them through the property.  At the property visit, provide everything the appraiser is expected to already have received again.  Also, the contact person should cover exactly what type of appraised values are expected to come from the completed appraisal.
On receipt of the appraisal check for the following:
1) Premise of the Appraisal - Verify that the appraisal provides the value based on expected loan requirements.  If the loan is based on “as improved”, the appraisal will need to reflect an “as improved” value.  Common values are:
a. As is
b. As improved and stabilized
c. As stabilized
d. As liquidated
2) Ensure the data for the forward looking appraisal assumptions are note.
3) Subject Photos
a. Ensure photos include renovated or modified changes.
b. Include photos of planned renovations if possible.
c. Prepare text and attach to the photos explaining the items.
4) Expense information and notes
a. Description of one time costs,
b. Description of new contract agreements,
c. Description of stabilized rent position,
d. Expenses with footnotes connecting to the above items.
e. Compare all expense assumptions to achieved averages over the recent past (6 to 12 months).
5) Improvements, Improvement costs, revenue per unit for the improvement, and an explanation of how is the revenue proven (in place rents or comparable rents).
a. If improvements are in place show occupancy and proven rents compared to other units.
b. If no, show comparable information.
6) Income information and notes
a. Description of average rents,
b. Description of current rents and description of stabilized rents based on these.
c. Restated income after improvements and stabilized
7) Area Analysis, Neighborhood, and Market Analysis– assure that the appraiser is using the correct information.  Some cities have experienced “hollowing”. If your property experiences a particularly strong unexpected growth event or if areas in a market skew the results, check the  appraisal to assure you don’t receive the wrong bias.
In most cases, the management of the appraisal factors and assumptions are best handled by:
· Directly providing the data, and
· Allowing your broker to represent your interests to maintain some distance between you and the appraisal (unless you are the lender).
