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Speaker 1 (00:00):
You are watching Drive With NAR, the REALTOR® to REALTOR® series powered by REALTOR® Magazine. Tune in as real estate professionals talk twos of the trade and share stories of inspiration. Get ready to step up your business. I'm your host, Marki Lemons Ryhal. How can two real estate appraisers value the same property differently? It can be a frustrating and confusing situation for your clients, but there are things you can try to do to prevent this circumstance from happening. Today. We'll talk about the causes and different appraised values and what information you can share with the appraiser upfront to ensure a credible valuation. I'm joined by Lutalo McGee, owner and managing broker of Ani Real Estate and President Elect of the Chicago Association of REALTORS®, and Maureen Sweeney, a residential appraiser instructor, author, and the 2025 chair of the Real Property Valuation Committee of NAR. Both Lutalo and Maureen are based right here in Chicago. Thank you for joining us.
Speaker 2 (01:09):
Thank you.
Speaker 1 (01:10):
NAR members should know how to communicate with their clients about real estate appraisals. So let's start with the basics. Maureen, tell us what an appraisal is and why it's important to the real estate transaction.
Speaker 2 (01:25):
Thank you for the question. So an appraisal is an opinion of value, but the question is who is developing that opinion of value And the appraiser is the party who should be legally appraising the property and providing that opinion of value. An appraiser is somebody who provides credible assignment results, who is independent and partial and objective Appraisers must follow the Uniform Standard Professional appraisal practices, which is also known as UAP, and if the appraiser is a member of the National Association of REALTORS®, we must follow NAR's code of ethics as well.
Speaker 1 (02:06):
Excellent. Lutalo
Speaker 2 (02:09):
Fact
Speaker 1 (02:09):
Or fiction, A real estate agent cannot communicate with an appraiser
Speaker 3 (02:15):
That is fiction Markey.
Speaker 1 (02:17):
Whoa.
Speaker 3 (02:18):
In fact, they absolutely should communicate with an appraiser as an advocate of their clients.
Speaker 1 (02:24):
And what should they communicate?
Speaker 3 (02:26):
In essence, we represent the property, we represent the client, so when we're meeting with an appraiser or when we should meet with an appraiser, we should be providing relevant information about the property from the full address to the legal description, a survey if we have it, which is kind of a map of the property, any improvements that the owner did with the property, features of the property that we may feel like the appraiser may not see, or just kind of pointed out information about the interest in the property. So when I've met appraisers in the past, I've brought copies of the offers that came in on that property to show what the demand has been for that property, a number of things. If it's a condo, if it's a town home that's classified as a condo, I'm bringing governing documents regarding that condo or regarding that association. Everything about that property that I can gather prior to meeting, I'm going to give that to the appraiser because the more information they have, the more empowered they are to make a good decision or a pain of value.
Speaker 1 (03:29):
Excellent.
Speaker 3 (03:30):
Yep.
Speaker 1 (03:30):
Maureen, why might two appraisers give different values for the same property?
Speaker 2 (03:37):
So there are several factors that could possibly take place. First of all, what is the effective date of the appraisal? Did the homeowner show up with an appraisal from a year ago and then compare it to something that was valued currently? So there could be a change in the marketplace and so therefore the effective date may be different and if effective date is different, then the appraised value could be different. The other factor, though, is how is the neighborhood defined? One of the things that I love doing when I am talking to a broker, and if let's say I call up Lutalo on the phone and I'm like, “Hi, Lutalo. My name is Maureen Sweeney and I'm a real estate appraiser. I need to schedule an appointment with you in order to value the property.”
Speaker 3 (04:20):
Hey Maureen.
Speaker 2 (04:21):
Hey Lutalo. How are you?
Speaker 3 (04:23):
I’m doing well. How are you?
Speaker 2 (04:24):
I'm doing great. “Lutalo,” says, Maureen, “I’m appraising 123 Main Street, and so before I appraise the property, I need to get some information from you and so could I possibly, let's schedule the appointment, but beforehand, can you please provide to me via an email and why do I want it done?” Sending information via email, because if we send the information email one, it shows that you are sending me the information and so I receive the information from you, but it also is good for both of our work files. You need this information for your work file. You can say, “I sent it to Maureen Sweeney on this date at this time.” Boom. Why? Timestamped email. Then I can take that information and review it prior to meeting up with Lutalo. So, if I'm talking to Lutalo: “Hey Lutalo, how do you define the market where the subject property is located?”
Speaker 3 (05:36):
Yeah, absolutely, and if an appraiser asks me that question, I'm excited because then it allows me to give the information that I know about that property. I can think of certain areas and I won't point those areas out, but somebody may move in that area that's not familiar or want to and not realize that the school boundaries are different in that same area from another school. And some people want to be in the boundaries of a specific school. So when I'm talking to the appraiser, I'm giving them that information, not that the appraiser is not geographically competent, but I'm always going to approach the conversation as if that appraiser does not know about that area and I'm going to give them all the relevant information that they should.
Speaker 1 (06:14):
When the appraised value comes back lower than the contract price, Lutalo, what's your next step?
Speaker 3 (06:21):
Yeah, so, because I have done a lot of work with appraisers and I actually have had appraisers come in to teach me how to read an appraisal as well as my agents, I actually read through the appraisal. I look at the comps that they selected. I look at the adjustments that they made to the comps in order to make it like the subject property. I'll even go through the report and look at the addendum to see if there's any language or any explanation as to why they chose certain comps versus other comps. If there is a concern, if I am in disagreement, then at that point I will advise my client that there may be a problem and that I'm going to actually go and do some research and see if there are any more pertinent comps that should have been included or used. If I find them, then at that point I'm going to advise my client that we can possibly prepare for a reconsideration of value.
Speaker 1 (07:14):
And what's a reconsideration?
Speaker 3 (07:15):
So, a reconsideration of value is basically a formal request by the lender to either an AMC or directly to an appraiser that says, “Hey, we have some concerns about this value. Can you go back and reconsider it? Can you go back and look at this report again, analysis again with these pertinent facts that were brought up by our client, the borrower or the borrower's agent?” And at that point, the appraiser can—well, I’ll let you take it from there—the appraiser can.
Speaker 2 (07:45):
The appraiser has to look at these proper, look at the properties and then say why they are choosing to or not choosing to use these properties for the reconsideration of value. Just because a borrower wants to have a reconsideration of value does not necessarily mean that value is going to change. The broker has one opportunity to meet the appraiser to say, “Here are the sales, here's the property, this is why I priced it. Here are the listings. We had a bidding war. Here are the front sheets of the contracts that show indeed that I had eight offers, and this is the offer that we chose. And this is why, again, I can't stress it enough.” Brokers should get the email address of the appraiser, send all pertinent information to the appraiser. Why? Because we love data. Give me the data. I can accept data, phone calls, anything you want me to consider or any appraiser to consider, bring it us all the way up until the point where we transmit our credible assignment results to the client. Because once we send that, then we can't have the conversation's pretty much stopped.
Speaker 1 (09:08):
One thing that Frank Williams shared with us is that we should make it easy for the appraiser on a snowy day, make sure that we go and clear the snow so that they can access the property with no problems to always be present and be there. And then the National Association of REALTORS® also has the PSA class that allows us a little bit of insight from a real estate professional standpoint about if the subject is better at, because what I will tell you, when I was doing my comparative market analysis, I was doing them totally wrong until I completed the PSA course that gave me just a little bit more insight into how the appraiser thinks, which then allowed me to actually price the house better before it came to the market.
Speaker 3 (09:55):
Here's a little bit of irony. Years and years and years ago, I took your class and I learned that from you, and it actually changed the way I did my CMA. So it's ironic we're talking about that now.
Speaker 1 (10:06):
So the PSA class, although the real estate market is transitioning, we've seen recently that home buyers are waiving contingencies to win a bidding war. What are the risks of waiving the appraisal contingency Lutalo?
Speaker 3 (10:21):
Yeah, the main risk is that you end up buying a property that is for a price that's above what you can sell it for. If you need to sell it for, if something shifts in the next couple months after you buy and you need to actually get rid of your property, you may be upside down, which if you have the cash, I guess theoretically you could just pay the difference. But if you don't, then you'll find yourself in a situation where you might have to do a short sale, which is a financial hit because doing a short sale requires your credit to be damaged. So I always caution people, like in tough markets, people want to go above the market value, and I can't say that they shouldn't, but I always want to give them the pros and cons of doing so because you don't want a property that is difficult to sell.
Speaker 2 (11:12):
Maureen, I'm going to look at it this way. The average marriage lasts 20 years in the United States. The average mortgage lasts 30 years. Think about the amount of time that one spends looking for the one versus how much time it takes to find a house, get your financing, get the appraisal, and then move. If you're going to waiving this for your biggest financial decision, to me, it seems very penny wise, pound foolish because for less 1%, it's like the cost of an appraisal when compared to all the other costs that are out there for the purchase of the home is minimal for peace of mind to know that your price is supported by the market value.
Speaker 3 (12:14):
I slightly disagree with that only because I said in certain competitive markets, it might actually be to the benefit for a home buyer to weigh the appraisal, but if they do so they really just need to go in with their eyes wide open and make sure that they're making a decision, knowing the risk, and if they're okay with the risk, then fine, I won't have a problem with it. As a real estate professional, I just want to make sure that my clients are empowered to make the best decision.
Speaker 1 (12:43):
But what's interesting, if they have a mortgage, the lenders going to loan on the lower of the two, the sales contract price or the appraised value. And so if that appraised value is coming in lower, what most buyers don't realize is not only do they have to make the discrepancy up, but then they also need to put their 3.55 or 10% down. So they need to understand what that means to them financially if it comes in lower.
Speaker 3 (13:11):
Absolutely.
Speaker 1 (13:11):
What are the current real estate trends in the world of appraisal advocacy that will help transactions move forward in the future? Maureen, because you are such an advocate, what are you seeing?
Speaker 2 (13:26):
First of all, it is my recommendation to know if the person who is calling on the phone is actually an appraiser. So a way to verify if the person calling you up and coming to the property is a licensed appraiser is to check the appraisal subcommittee's national registry. The appraisal subcommittee is regulated by Congress and they keep a national database of appraisers all licensed and certified appraisers throughout the country. If there's a discipline on our license that shows up, but this way, if the license is no longer valid, valid, exactly. If we don't have a valid license, it is registered on the national registry. Every state appraisal licensing agency inputs that information on a regular basis so it is current.
Speaker 3 (14:23):
What Maureen is talking about actually happens all the time. Ironically, I just had someone call and identified himself as an appraiser, but some of the questions that he was asking me on the phone I knew were wrong. He asked me what price he see trying to get to. I knew it was a trigger for me, so I actually called Maureen to ask for advice in terms of how I should respond, and Maureen just ran with an idea, send me whole email of the law and everything that that person was supposed to be doing, and I was able to navigate it responsibly.
Speaker 1 (14:58):
Now I have a safety question, right?
Speaker 3 (15:00):
Yep.
Speaker 1 (15:00):
Are they trying to gain access to the property or only to get data from you on your opinion as a broker?
Speaker 3 (15:07):
So, I think in this situation, they were actually doing a BPO, a broker price opinion, that identified themselves as an appraiser, and the person was a licensed real estate professional because did the whole research on it.
Speaker 1 (15:23):
So they lied and by licensing law there not supposed to lie, and then they were unethical according to the code of ethics, correct?
Speaker 2 (15:31):
Correct. When this happens, this is where Lutalo called up, I was like, let's check this out and see if he is registered with the appraisal subcommittee, and I just went right to the national registry and did not see this person's name, and therefore that put up a red flag because what do we do as brokers and agents? Your job is to protect your client and work their client interest. My job as an appraiser is to protect the public trust. And so when we see something or our Spider-Man senses are saying, “Oh, there's something weird that's possibly happening, this isn't normal,” pick up the phone and make a phone call. And this is where open communication between brokers and appraisers is a good thing. You said that this guy was like, “Hey, what kind of value do you need? Do you need an up value or a down value?” Well, realistically, appraisers by law and professional standards, we may not use price as one of our search criteria. Why is that? If we used price as our search criteria, then we have a preconceived notion as to what the value is before we even walk in. So therefore, I can look at everything else like number of bedrooms, number of baths, where's it located? What is type of ownership? Is it a condo? Is it part of a master plan community, so therefore there's an assessment and you're governed by covenants, conditions and restrictions? Is it brick? Is it a three flat? There's so many search criteria out there. I can use all of them except price.
Speaker 3 (17:21):
Yeah.
Speaker 1 (17:22):
Now, I did not know that.
Speaker 3 (17:23):
Yeah. One of the other things, and I know we probably beat this horse dead, but one of the other things that triggered me is that he said that he was trying to help me out, and I was thinking, you're not here to help me out. You're here to give an unbiased objective opinion of value. I can give you information about the property. I shouldn't give you information about the property, but we're not conspiring together to a particular value.
Speaker 2 (17:50):
No, that's collusion.
Speaker 3 (17:51):
Yeah.

Speaker 1
Oh, no collusion.
Speaker 2 (17:52):
And I've got to be independent. At the end of the day, Lata and I could go, Hey, let's go out and have a cup of coffee. Let's chat. Let's talk about a thousand things. But when we're doing business as a broker agent, he is advocating for the cause of his client, and I must be independent, impartial and objective. I have no other choice about it.
Speaker 1 (18:24):
Wow. I appreciate you both for being here today to discuss this very important topic that will help NAR members understand appraisals. Thanks again for joining us today. I'm your girl Marki Lemons Ryhal, and I'll see you next time. Thank you for joining us at Drive with NAR, the REALTOR® to REALTOR® series. Tune in every month at magazine.realtor/drive or subscribe wherever you watch your podcast. Find more tips to boost your business at magazine.realtor.
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