How much is a broker’s opinion worth?

by Carlton Smith
b the Tumilrs Thmes

Earlier i the year, a client ssked fos
help 1o determine the value of a small
ncaine propety in a Southcentral areq
community, and ssked, ""How can |
locute an appranser 10 help me deter
mine the value of my budlding?*”

The need to find out how much a
propeny s wonh s often driven
cither o need 1o settle o legal issue, as
m the cose of o company valuing its
asseis, or in the case of a divoree
settlenwn
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Often, bowever, vidues must be
determined for lenders before they ane
willmp o fnance the purchase of 3
propernty that i being sold.

Phete are two basw methosds: Tos
deterrmmng value of property, coch
with sts own sdvantages and disadvan
s o the parties that may employ
them, These methods are the
“hrokers” opimeon of valee ™ amd the
e conventional apprassil methiod

A broker's opamon of value s ex
actly that — At conssis of anorganszed
wiay thin a hoensed ceal estaie broker
will Joark gt the value of o parcel or
improved property o pancular ica
[t is often used as 0 mete indornmal
iethod for beseller 1o get a prelunmary
idea ol the vadoe of s propeny hefore
e makes the decision o sell oo
Propity

It this priwess, the broker ar his
desaprmated cmphoyee wall conupare the
seller’s priperty. with others both on
the murker for snle now and recently
bl 1o determine the valoe tunge ol
et onwnier s property

Uhids process depends very strong
ly upuon the informotion about sold
properties rather than those on the
ruerket now, ol while 1t s o the
aitie as an appratsal, moch of the
comparison method is the same as an
apprmiser would dse 1o determime the
vislue of a property

mh.mmla.m 1o o broker 'S upirion or

ROV as s called, are ity substan
fnlly more modest cost as compared
with an apprassal, the fact that it can
he completed usually in o gquicker time
frame than an apprasal, and it can be
used in select court proceedings where
ordtnanly an apprisal is used.

I can also give the seller or prospec-
tive seller an idea of the services he
might receive from a broker before
engaging him 10 market his property
nciively

The disadvantages to o BOV include
the el that it cannot be used by o
byer 1o obtain a loan commitment. I
can present some potential conflicts of
interest for a broker who may even-
tually market the property.

Beguuse the BOY is generally come
pleted for 4 seller at the expense of the
scller, it cannot be successfully used
s o measure of vilue between huyer
and seller when they wish o settle on
a villue which is determaned by a third
perty

A BOY as produced for o seller does
mil take into bocount how the buyer
fecls about the value of the property
at all

Keep an mamd that many  agents
gdverise y " Free Muarkel Analysis™
o vinsr property, which, in ellect 18
a0 e casual way of wiying BOY

However, there s o dilleremnce

A muarket analysis is most nl'lm

mmﬂ by a ulngu '
er or ussociate broker, Hnmr

times salespersons use these o
help them obtain listings, which s
common Industry practice.

Institutions and mortgage insurance
companies, however, ]i.nmrnlly. re-
quire that broker's opinions of value
be more substantial, including in-depth
data on how the value was determined,

In the end, If you choose 10 obiain
a broker's opinion of wvalue, be
gu-pm:d o spend unywhere from

D0 1o $225 mding on the con-
tent thut the broker provides you,

A “Free Market Analysis' may
reflect free advice worth o grest
micasure less when you consider the
scale of your initial or proposed
INVesTment.

Anoappraisal s o formal repon
prepared by o thivd party, whose ser-
vices are most often paid for by 4
seller, with the results used by a lender
1o substantiate the value that s being
proposed in the new loan for the
purc haser

Using what 15 called the comparative
siles approach or market spproach,
the nppraser builds o factual case fin
the price that s arrived ol between the
buyer and the seller by finding recent
sales of similar properties (wsually
within the last six months) amd mak-
ing comparisons and “adjustments
up or down for the leatures, location
and condimon of the property being
apprinsed.

A current appraisal report can be
wsed by most lenders.

Some disadvantages (o an appraisal
include the fact that it becomes dated
i@ few months time unid may have
o be redone. It s comparatively ex-

pensive, T in price fora duplex
property at 330 to several bundred
dollars for larger multi-family units.
There are pther options in work with
appraisers, bowever. They sometimes
can of fer verbal opinions of value on-
ly, which usually runge from $250 w
SHK) 100 written letter of opinion for
mut where o range of value is
presented without the written back-up
documentation enclosed for i cost Uhnt
i wslly less than o conventomil
apprasal
ost apprasers and brokers will
charge a per diem mte plus transpor-
tatton, meals and lodgmg lor work
completes)  oitside of their home
liseaal bons

When determining value of a pro-
perty is the guestion and you wre un-
sure about the best mothod 1o use, (he
selection of the appropriate profes:
sional 1o assist cun either save you time
and money, or it can potentially cost
VOU UNNECEsSary exXpense.

A tvpical example of this would be
u seller who decides 10 sell his income

roperty, orders an appraisal to help

vm get an “idea’” of its worth. In this
example, he may pay $600 for the ap
pratsal, plus an estimated $4HX) in
transporiation and per diem costs,

He may then list the rrupcn} with
o broker, complete n sale with a pur-
chaser and be required by the lender
to pay for another appraisal (this tme
ordered by the lender) and be hir with
the same lees again!

A BOV may be the logical first step
in this example, saving the seller
severl hundred dollars.

Brokers are expecied to improve
their BOY quality and overall content,
and to openly counsel their sellers
when it 18 their interes! o obtain an
uprllmm wi pather than 1 BOV,

15 it worth? That will be
the key real estale question for some
time, with appraisers and - brokers
fulfilling l|"|l:1l' r mles

In order 10 “I;f nrt the serviee you
reully need, it is important 1 know the
functions and key advantages (o usi
ecither method for coming up wil
answers o questions about vadue.
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