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Put your appraisal business near
the top of Google searches (under

the paid ads which many people
skip) by signing up for a Google
Business Profile. You don't need a
web site. 

This is the best way to market your
appraisal business without any time
or money. 

Google Business Profile (formerly
Google My Business) is a free tool
that allows small business owners to
promote their business information
on Google Search and Maps. 

With Google Business Profile, you
can connect with your customers,
post updates to your Business Profile,
and see how customers are interact-
ing with your business on Google.

I have been using it for many
years. My website link comes up
when people Google appraiser in
Alameda, but my Google profile is
more visible and in a better location
on the page. 

How to setup your Google Business
Profile

Google's instructions are very con-
fusing. I tried many other explana-
tions. 

To find the best one Google "con-
stant contact how to create a Google
Business Profile" for a good and
understandable explanation. Scroll
down the page. The webpage is
recently updated (as of August 3,
2022). The webpage also has a 7
minute video explanation, dated 3
years ago, but is very good and worth
watching. The video covers many of
the topics in this article showing you
exactly where to click.  
Link:
www.constantcontact.com/blog/how-to-
create-a-Google-my-business-profile/ 

I have been using Constant Contact
to manage my newsletter emails
since 2008. Their support explana-
tions are very good and understand-
able.

You will need to set up a Google

account first, if you don't already use
any Google services, such as gmail. 

Appraisal businesses are classified
as "Service Area" businesses. It is
integrated with Google maps. 

What if you don't want to advertise
your location because you have a
home office? 

Google says you must add a physi-
cal address. I assume this is so they
can verify you are a legitimate busi-
ness for their free Business Profile.
They send you a postcard to your
address to verify it. 

P.O. boxes or mailboxes located at
remote locations aren't acceptable.
You can hide your address from the
public when setting up your Business
Profile. If you don't serve customers
at your business address, do not enter
an address under the "Info" tab in
Business Profile Manager. 

www.appraisaltoday.com

http://www.appraisaltoday.com
http://www.constantcontact.com/blog/how-to-create-a-Google-my-business-profile/
http://www.constantcontact.com/blog/how-to-create-a-Google-my-business-profile/
http://www.constantcontact.com/blog/how-to-create-a-Google-my-business-profile/
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What geographic areas can you
advertise?

The smaller the geographic area
the fewer the number of appraisers
listed. You can always change your
area. When I searched for Alameda
County, CA appraisers, many more
were listed than when I searched for
Alameda, CA appraisers. 

If you're in a rural area with few
appraisers, your service area would
probably be larger. 

Most appraisers work in more than
one city or county. You can set your
service area based on the zip codes
or cities that you serve, or on a given
area around your location.  

Per Google: "You can have up to
20 service areas. The boundaries of
your overall area should not extend
farther than about 2 hours of driving
time from where your business is
based."

My Google Business Profile
Many years ago, back in the

Yellow Page days, I found out that
my best prospects for non-lender
work were looking for an appraiser
in Alameda, so I only include one
city in my Google Business Profile. 

My website, on the home page,
says in the upper right: "Looking for
a local appraiser for Estate and Trust
appraisals in Alameda, California?
Go to About Us!" so prospects know
that I am available for residential and
commercial appraisals in the city of
Alameda.

When I Googled appraiser in
Alameda CA appraisers from other
cities showed up further down the
page, below my profile.

There are very few active fee
appraisers in my city of 78,000 popu-
lation. The first Business Profile was
personal property auction house. I
was third and an Alameda commer-
cial appraiser with a website was
fourth. Also included were non-real
estate appraisals, such as aircraft and
a local real estate agent. 

Check out my Business Profile by
googling: appraiser in Alameda
California. The top ranking is for a
well-known Auction House. An
Alameda map comes up on top with
info on my business just under the
map. See what happens when you do
a search in your selected area. Search
terms can vary. 

What are appraisers doing in your
area?

Google appraiser in (your area) and
see what comes up. Fortunately, a
Google map indicates their location. I
don't think it displays your address if
you use that option because you work
at home. 

This will help you decide which
geographic area to select. 

Which appraisers are high on the
list? Maybe you can figure out why. 

How long does it take for your
profile to be verified?

Per Google, after you set it up, it
takes 5 days but can take up to 7
days. Google may send you a post-
card. If you don't see your profile
online, go to your Business Profile
and click on verify to see if it is done
or to see what is missing or unclear. 
1.Go to your Business Profile. Learn
how to find your profile.
2. Click Get verified. Phone or SMS.
I checked mine with an SMS mes-
sage. 
3. Answer the call or open the text
with the code.
4. Enter the code into your profile.

When you make changes to your
Business Profile, how long do they
take to show up?

I set up my business description to
"36 years appraising residential and
commercial real estate in Alameda.
Started in 1986. Specialize in
estate/trust appraisals." The change
showed up the next day. 

How to get higher on the search
results

How Google determines local rank-
ing: "Local results are based primari-
ly on relevance, distance, and promi-
nence. A combination of these factors
helps us find the best match for your
search. For example, our algorithms
might decide that a business that's
farther away from your location is
more likely to have what you're look-
ing for than a business that's closer,
and therefore rank it higher in local
results." 

Not much help, but it is the "offi-
cial" reason. My ranking seemed to
be by proximity - in the city of
Alameda. See what happens when
you do your local searches. 

For tips on getting a higher rank-
ing, Google "how to get a higher
ranking on Google Business Profile".
There are lots of tips. 

What about Google reviews?
Google reviews can make a differ-

ence for Business Profile rankings.
The profiles include how many
Google reviews you have and the
reviews. Few appraisal companies
have any. An appraiser I know does
not have a web site, but has 5 Google
reviews and gets good results. 

I don't have any reviews, but they
are worthwhile as many people use
them to check out a company. You
are looking for non-lender reviews,
such as an executor or accountant for
an estate appraisal. Think of those
clients who really liked your service.
If they send you an email about how
they liked your service (or told you
after the appraisal was done), ask if
they will put it in your Google
review.
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Online links from search for your
business

Google also lists three links from
their search. Listed on the right side
of the page. Mine has links to my
qualifications from my website and
my Facebook page. I don't know how
Google selects which links to use. 

Your business must be "verified"
I checked my profile and made

some changes. I was asked if they
had my correct email address and
business name. Google could ask you
different questions. 

What if you don't have a website?
Google will use the information

you provided to set up a website for
you. Google will use your informa-
tion or you can use your own a
domain name. My website domain
name is appraisaltoday.com. I recom-
mend getting your own domain
name. I registered my most recent
website at www.namecheap.com.

Google has information on your
company that you supply. See what
appraisers have websites in your
selected area. My information is lim-
ited as I have not added much. 

You will probably see that some
Business Profiles don't have a web
site. If you have one, prospects can
check you out before calling. If not,
at least they will have your phone
number. You will lose some
prospects who prefer to get more
information prior to calling.

Google vs. Yelp reviews
Google pulls data from various

sources, including social media. Yelp
is similar to a large online bulletin
board. Both are free, but Yelp busi-
nesses tend to use paid advertising to
get a higher ranking.   

You can't ask for reviews with Yelp
or send your clients a direct link ask-

ing for reviews. In Google anyone
can post a review. Just click "review"
and you can email or post a direct
link to reviews on your website. 

Any customer with a Google
account can leave a Google review.
To leave a review on Yelp, customers
have to create an account on Yelp's
app or website.

To see what other appraisers do,
Google appraisers in (your selected
are). Then do the same search, but
add Yelp at the end. When I did the
searches they had very different
results. Google had two Alameda
appraisers in the top four. Yelp had
many appraisers listed. It was hard to
tell which were located in Alameda.  

I recommend setting up a Google
Business Profile first and see what
happens. You may want to consider
Yelp later. It is more complicated
than Google to setup and manage.  

How to setup Google reviews 
Google is free, reviews appear only

in your Business Profile. 
When viewing a Google Business

Profile there is a link that says
"review". A customer clicks and
types a review. Or, you can get a link
to send to a customer who can use
the link to do a review without going
to your Business Profile, or you can
put it on your website. 

To get a link to your Business
Profile for more reviews, which you
can send to the client or post on your
website: 
1. In the left menu of your Business
Profile, click Home.
2.Scroll down to "Get more
reviews".

An example of how Google Business
Profiles work

Recently, a woman called about
getting a 4 unit Alameda property
appraised as one of the owners wants
to sell his interest in the family
owned property. She searched the
Internet and found a lot of appraiser

names in Google Business Profiles.
I was the only one with an Alameda
address. I did not work in a large
geographic area and was not a big
company. She went to my web site
and found my qualifications.

She called me. Of course, she did
not remember how she searched for
an appraiser, but she said "the inter-
net". My Google Business Profile,
with a link to my web site, is usually
close to the top of the Google list.

I charge well above the typical fee
for lender appraisals. I got the order,
after explaining that I had been work-
ing in Alameda since 1986, owned
Alameda rental property, and had
appraised many apartment buildings. 

I also explained that our rent con-
trol made appraisals much more diffi-
cult. Using a local Alameda appraiser
experienced in apartments was the
best option.

You MUST have a professional
voice mail message

People don't call much now,
including myself. We use email. But
your Google Business Profile only
has your phone number. I am most
frequently contacted by my business
landline phone. My website has my
company email address on every
page and I get email inquiries. 

You must have a good voice mail
message, especially if you don't have
a web site. If it says "This is John",
for example, few people will even
leave a message. You want them to
leave a message. You are looking for
non-lender appraisals. 

Example: You have reached John
Smith Appraisals. Please leave a mes-
sage and I will return your call.
Thank you. 

My final comments
Google Business Profiles is an

excellent marketing tool plus it is free
and easy to set up. I have sucessfully
used it for many years. 

http://www.namecheap.com


don't sue appraisers to make up for
loan losses; they sue when they
believe an appraiser's negligence was
particularly egregious and clearly
caused a loss. Therefore, appraisers
who perform residential and commer-
cial appraisals for lenders mainly
have E&O insurance to protect
against claims filed by aggrieved bor-
rowers and property purchasers, who
account for 60 to 65 percent of cur-
rent claims.

Myth No. 3
The only appraisers who get sued
are those performing appraisals for
mortgage lending.

Truth: The origin of this myth
most likely correlates with the signifi-
cant amount of valuation work per-
formed for lending purposes - the
more lending work, the greater the
liability risk, the thinking goes.
However, 20-plus years of appraiser
claim records in LIA's insurance pro-
gram disproves this myth. Expert wit-
ness work, tax work, estate work and
arbitration work all produce liability
claims against appraisers. 

In one case, an appraiser serving as
an expert was sued by his client
because the client's win wasn't finan-
cially rewarding enough. The client
claimed in a subsequent professional
liability lawsuit that the appraiser
wasn't suitably persuasive as a testify-
ing expert.
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by Peter T. Christensen

Iworry that some myths about
appraiser liability will never go

away. These myths are repeated to
the point that they're basically
accepted as fact. Here, I've collected
four of the most common myths con-
cerning appraiser liability in an
attempt to bust them once and for all.

Myth No. 1
I don't have personal liability for
my appraisals because I organized
my firm as a limited liability
company.

Truth: While that sounds like a rea-
sonable understanding of the legal
protections that come from forming a
limited liability business, the state-
ment is incorrect. Operating a valua-
tion firm as a limited liability compa-
ny, an S-corporation or a limited
liability partnership can be a smart
business move. Selecting the right
business form depends on individual
personal and business circumstances,
with each form presenting advan-
tages and disadvantages related to
taxation, retirement planning, outside
investment and financial liability.

However, forming an LLC, an S-
corporation or an LLP doesn't insu-
late appraisers from liability for
claims about their own alleged pro-
fessional negligence. The appraiser
carries the license; therefore, the
appraiser personally is responsible
for the work and liable for profes-
sional errors. The firm itself also has
potential liability, but it's vicarious
through the work of its staff, which is

why it's common to see both the
appraiser who performed the
appraisal and the appraisal firm
named as defendants in professional
negligence lawsuits stemming from
deficient appraisals.

This hard truth doesn't mean
appraisers should avoid organizing
their firms using limited liability
business forms. Choosing the right
form can offer tax, retirement and
other benefits, as previously noted.
Additionally, when there are multiple
appraisers working in a single firm, a
limited liability business form will
serve to insulate the appraiser-owner
against personal liability for the pro-
fessional negligence of another
appraiser's work, as well as from
other business liabilities.

Myth No. 2
Lenders require appraisers to carry
E&O insurance because they
routinely seek to hold appraisers
responsible for loan losses.

Truth: A few lenders and servicers
have experimented with systematical-
ly suing appraisers over loan losses,
but they failed in their efforts and
discovered it's not a good
business plan. The most spectacular
failed experiment was backed by
Impac Mortgage Holdings, which
authorized third-party collectors like
Llano Financing Group to sue more
than 500 appraisers between 2014
and 2016. 

The fact is, lenders only account
for about 30 percent of claims filed
against appraisers. Lenders typically

Legal Matters - Protecting Your Business and Yourself 
Fact vs. fiction

Don't let these four appraiser liability myths 
trip you up
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Appraisers should recognize there
is potential liability risk for non-
lending work because failing to do
so actually increases their risk.

Myth No. 4
Liability risk for appraisers is out
of control.

Truth: Some appraisers see poten-
tial liability risk at every turn, but
the reality is, lenders and mortgage
investors sue appraisers in small
numbers - even at the height of the
most recent recession and mortgage
crisis. For the most part, lenders and
investors eat their losses or sue each
other.

There also are appraisers who
believe that valuation work for litiga-
tion purposes must be filled with lia-
bility risk - a line of thought not
unlike those who believe lending
work results in copious claims.

For example, appraisers who per-
form appraisals for condemnation
cases may have liability fears rooted
in a belief that they will be sued if
they serve as an expert witness for a
government agency and the property
owner whose land is being con-
demned is unhappy with the valua-
tion. While these lawsuits happen -
and appraisers are right to exercise
caution and protect themselves - the
reality is that these types of claims
are not and never have been out of
control.

Are some appraisal assignments
riskier than others? Certainly. There
are three areas that generate an inor-
dinate number of claims (relative to
the volume of assignments):
1. Appraisals used in offering state-
ments, sales documents or prospec-
tuses for equity investments in the
subject property.

2. Appraisals used to support federal
income tax deductions for conserva-
tion and building façade easements.
3. The reporting of construction
progress by appraisers for purposes of
construction loan disbursements.

If you work in any of these three
areas, take heed and know your risks.
However, overall liability risk for
appraisers is manageable, and liability
fears should not discourage you from
taking an assignment for which you
are qualified.

About the author
Peter T. Christensen is an attorney

whose practice is focused on legal,
regulatory and insurance issues con-
cerning real estate valuation. 

He provides risk management edu-
cation to appraisers on behalf of LIA
Administrators & Insurance Services,
the Appraisal Institute’s endorsed
E&O program for appraisers, and is
the author of Risk Management for
Real Estate Appraisers and Appraisal
Firms.

Peter is member of the California
and Washington state bars, as well as
a licensed insurance broker. After
earning his BS and JD degrees at
U.C. Berkeley, he began his career at
Latham & Watkins LLP. He later
served as general counsel to the
largest provider of professional liabil-
ity insurance to appraisers and valua-
tion businesses. 

He’s based near Santa Barbara,
California, but enjoys traveling the
country to meet with professionals
and firms, and he’s has made it to 48
states so far.

Contact information
peter@valuationlegal.com
805-696-2600
Monday to Friday, 8-5 Pacific
Mail: P.O. Box 5768, Montecito, CA
93150-5768
FedEx: 1470 E. Valley Rd. #5768,
Montecito, CA 93108

Reprinted with permission
This article was previously pub-

lished in Valuation Review, Appraisal
Institute. Reprinted with permission of
the author and the Appraisal Institute. 

Editor’s comments
I have known Peter for a long time,

since he started working for Liability
Insurance Administrators. He is very
familiar with appraiser liability issues
and is an excellent speaker and writer.

See Peter’s excellent article on
Page 11 below -  Estate/trust
appraisal liability advice . It includes
very good advice plus with statements
you can copy and paste into your
appraisal.

mailto:peter@valuationlegal.com
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Many appraisers are worried about
their futures - will appraisers be
needed 5, 10 or 20 years in the
future? Most appraisals are done for
lending purposes. Lending is chang-
ing to placing much more emphasis
on the credit worthiness of the bor-
rower than the value of the collateral. 

With the recent popularity of living
trusts, and sophisticated tax avoid-
ance methods such as family limited
partnerships, appraisals are needed
both for tax planning purposes prior
to a property owner's death and for
settling an estate after death. 

Why do I like estate and trust
appraisals? I very rarely have turn-
around pressure, value pressure or
payment problems.

This month I discuss the basics of
estate/trust appraising. Next month I
will cover more issues, such as IRS
audits, future of the estate tax, mar-
keting and other issues. 

Why I prefer doing estate/trust
appraisals 

When I started my appraisal busi-
ness in 1986, my only experience
was working for an assessor's office.
I accepted all types of lender and
non-lender appraisals: litigation sup-
port, title company errors, insurance
companies (before and after major
damages), relocation appraisals, etc. I
just wrote about them in the August
issue of Appraisal Today.  

About 15 years ago, I decided to
only do estate appraisals. I did not
like working for litigation attorneys,
government agents, and other types
of clients. I was uncomfortable with
spouse conflicts in divorce appraisals.  

At  a residential seminar one of
the topics was non-lender

appraisals. When the speaker took a
survey of attendees, estate and trust
appraisals was definitely the most
popular. 

These types of appraisals do not
require court testimony. Most other
types of non-lender work, such as
bankruptcy and divorce, can some-
times require court testimony. 

But, when lender work slows
down, competition increases for
estate work. 

I strongly recommend considering
this type of work, particularly since
lender appraisals are moving quickly
toward hybrids and desktop
appraisals. Also, we are already in a
downturn for lender appraisals. 

Most of my current appraisal work
is for estates and trusts. Some are
multiple appraisal assignments. A
few years ago, I did a 19 property
assignment in my city with a
$15,000 fee. What types of proper-
ties did I appraise? 17 were residen-
tial rentals, single family homes, 2-4
units, and apartment buildings. Two
were small commercial. If you don't
do commercial properties, you can
refer the client to another appraiser
or you could ask them to find a com-
mercial appraiser. 

If you want to diversify from
lender/AMC work, I strongly recom-
mend estate appraisals. Any apprais-
er can do them. The only tricky part
is going into the past, which is not
that difficult. You are paid your full
fees in advance (or 50% up front and
50% before delivery). The effective
date of the appraisal is almost always
in the past. 

About 20 years ago, my mother
and husband died with a year. I knew
what it was like to have someone
close to you die. I felt "called" to
help people with the same experi-
ence, especially if the person died
recently. I let them talk about it and
always say "everyone is different on
how they deal with a death" and tell a
little about myself. 

Use the IRS definition of Fair
Market Value 

Always include this definition in
your appraisal reports. It is similar to
the Fannie definition. 

"Fair Market Value is defined as:
"The fair market value is the price at
which the property would change
hands between a willing buyer and a
willing seller, neither being under
any compulsion to buy or to sell and
both having reasonable knowledge of
relevant facts. The fair market value
of a particular item of property
includible in the decedent's gross
estate is not to be determined by a
forced sale price. Nor is the fair mar-
ket value of an item of property to be
determined by the sale price of the
item in a market other than that in
which such item is most commonly
sold to the public, taking into account
the location of the item wherever
appropriate." Regulation §20.2031-1

Appraisals for estates and trusts - the most popular
non-lender appraisals - Part 1
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Erase CU, UAD, 1004MC and
current value from your mind when
doing any non-lender work,
including estate appraisals

You are subject to USPAP and
some IRS requirements, including
definition of value for estate
appraisals. 

You are doing a retrospective
value, not a current value. 

Be sure to include what your state
regulator wants to see in your
reports. For example, my state regu-
lator focuses on adjustment support,
so I stopped including any dollar
adjustments in my appraisals. I use
qualitative analysis. I only do dollar
adjustments for market conditions
and significant factors such as a very
good San Francisco Bay view.

What forms to use?
DO NOT use any of the current

Fannie forms for ANY non-lender
work. Use the General Purpose
Appraisal Form or the Appraisal
Institute form. Both are in your forms
software package. Other non-lender
forms are also available. Select the
one you prefer. 

Some appraisers use restricted
reports, but one of the above non-
lender forms provides more informa-
tion for the executors, beneficiaries
or the IRS. Do not use restricted
report just so you can charge a lower
fee. 

Do NOT use the Fannie certification
and limiting conditions. They are
for lender purposes.

I regularly hear about appraisers
using lender forms for divorce and
getting into trouble in court or with
their state appraisal boards. Don't
make this mistake. 

What is the marital exemption?
The federal estate and gift tax

exemption is currently $12.06 million
per individual, meaning a married
couple can exempt $24.12 million
from estate and gift tax. The unlimit-
ed marital deduction allows you to

leave all or part of your assets to
your surviving spouse free of federal
estate tax.

When the first spouse passes away,
getting an appraisal for that date is
important. If it is not done at that
time, which is not unusual, a retro-
spective appraisal will be need. This
establishes a new "step up" basis for
IRS tax purposes. When the second
spouse dies, an appraisal as of that
date is needed. The estate pay taxes
on the difference between the step-up
basis and the value when they sell
the house. 

Many of my appraisals are for the
date when the first spouse died in the
past, sometimes decades ago. The
appraisals can be difficult. Many
people are not aware of this informa-
tion. 

Appraisal for stepped up basis - the
primary reason for estate
appraisals

No one knows the future of federal
estate taxes or when property will be
sold. I always strongly recommend
getting an appraisal as of the date of
the first spouse's death to set the
basis for capital gains. 

Most of my estate work is to estab-
lish a new capital gains basis as of
the date of death for the "marital
exemption". 

This is particularly important when
the first spouse dies, as the real estate
is a "pass through" to the surviving
spouse and no taxes are due at that
time. 

When the second spouse sells a
property or dies, capital gains taxes
are due, but only for an increase over
the basis established when the first
spouse dies. 

When my husband died in 2004, I
had our two properties appraised
(home and duplex). Our home had
almost tripled in value ($385,000 to
$900,000) since our purchase in
1995. When I sold it 4 years later, in
2008, I paid no capital gains tax. 

Who orders the appraisals? 
For residential appraisals (up to a

few homes or small income proper-
ties) I am often called by the execu-
tor, who gets my name from a real
estate agent or google. Usually the
attorney or accountant asks the execu-
tor to obtain an appraisal in my area.
Attorneys used to order the
appraisals. Perhaps they stopped
because appraisers want to be paid in
advance and won't bill individuals
(too hard to collect if not paid). It
could be different in your area. 

For larger estates, the appraisals are
typically handled by:  
1.Estate/trust attorneys (estate distrib-
ution, tax issues) 
2.Accountants and enrolled agents
(tax returns)  
3.Executors and administrators 
4.Trustees 
5. Bank trust departments (an excel-
lent source)

Appraisals for non-tax purposes 
I regularly do estate-related

appraisals for non-tax purposes. The
executor sometimes needs values to
partition an estate. For example, the
decedent has two children, one gets
the house and the other gets the
stocks, but the estate is to be divided
equally between them. Or, two or
three properties are left to the chil-
dren, but the will doesn't specify how
they are to be divided. 

Sometimes the beneficiaries can't
agree on "how much they can get"
from the property. One of them may
not trust real estate agents and think
they 'will try to list it low.' The execu-
tor gets an appraisal. 

If a relative or a private party wants
to purchase the property from the
estate, the executor will likely want
an appraisal as part of his or her fidu-
ciary duty. 



Low vs. high values 
As in all other types of appraisal, I

try to go in the mid-range of value. I
tell them up front that if nobody likes
my value, it's likely okay. 

I am often hired by the executor.
Sometimes they ask for a low value.
But, if they are setting a basis for
future sale (first spouse dies), a high
value is to their advantage. Or, they
decide to use your low value to sell
the property for a lower price. If the
estate is over the exemption limit,
they will want a lower value. 

For example, a property is valued
at $250,000 rather than $300,000,
and is sold 10 years later for
$400,000. The taxable gain would be
$100,000 if previously appraised at
$300,000 and $150,000 if previously
appraised at $250,000. 

The bottom line: The market deter-
mines the value, not what the client
wants.

How many beneficiaries and where
do they live?

I always find out about this. For
example, the two beneificiaries are
local brother and sister. I don't have
to give them a very detailed
appraisal. 

Or there are 10 beneficiaries, scat-
tered all over the country. My
appraisal is much more detailed,
especially on valuation factors and
the market on the effective date of
the appraisal. 

Greed can be a major factor
Unfortunately, the anticipation of

money (greed) from estates seems to
bring out the worst in some people.
You will be hearing about ungrateful
relatives, "love child" from the 60s
showing up, etc. 

I have noticed that in-laws are
much more likely to be greedy as
they are not related directly to the
person who died or the family benefi-
ciaries. 

This does not affect the value, of
course, but is a reason you might get
more comments and questions. 

You are a neutral expert. Don't get
involved.

Date of value and retrospective
appraisals - be sure you use the
correct date(s)

Always ask about the effective
date of the appraisal. If the appraisal
is for an estate, it is seldom today's
date, unless the person died today. I
have been requested to do appraisals
as far back as 30 years. 

For trust purposes, where no one
has died yet, the value is typically
today's value (date of inspection). 

The executor can choose either the
date of death, or a date six months
later for the effective date of valua-
tion (alternative valuation date) if
values are declining. Next month's
Part 2 will discuss this issue in more
detail.

If the property is held in joint ten-
ancy and an estate tax return is not
filed, an appraisal may not be done
at the time of the death of the first
joint tenant. Later, when the surviv-
ing joint tenant (typically the spouse)
dies, the estate needs to establish the
basis as of the date of the death of
the first joint tenant. This may be
many years later. 

What information do you have on
the condition of the subject?

The condition of the subject on the
effective date of the appraisal is
often the most difficult challenge in
estate appraising, because they are
almost always in the past. You must
interview anyone who knows what
the property was like. For example,
the home has been sold and was
fixed up for sale. You cannot do an
"as repaired" value, which can be
done for lender appraisals. 

A few years ago, I appraised a
home with an effective date 20 years
in the past. It had recently sold for
$1,000,000 after a complete rehab

after the surviving spouse died. The
first spouse died 20 years ago. No
appraisal was done at that time. 

The surviving spouse's estate sold
the house. She died recently so I
could not interview her. No one
knew what the house was like 20
years ago. She was a very private
person and did not talk much to her
relatives or neighbors.

I obtained the building permits,
which was better than nothing. I
knew what permitted work had been
done recently from the listing agent
and building permits. 

The home had some floor plan
issues. I talked with everyone I could
find who had been in the house
before she died. They all said she did
not have much money for mainte-
nance and updating. 

The appraisal explanation of my
best opinion of the condition 20
years ago was very long and detailed
and mostly included comments from
people I interviewed.

How far back in time do you accept
appraisals and what  is your fee? 

My fee escalates the further back
in time. Even doing an appraisal with
a date two years ago can be tough.
Maybe the property has been sold
and there is a new owner, the market
may have changed substantially, etc. 

For example, I accepted an
appraisal dated back to 15 years ago
for a house. The estate did not get an
appraisal when the first spouse died. 

The property sold recently and a
major rehab was done about a year
prior to the sale. It took quite a bit of
research and many phone calls to
find someone who had worked on
the house and was familiar with what
had been done. What was my fee?
Fifty percent over my standard fee,
and it was too low. I now charge (for
a home) $100 extra per year if I have
to go back in time over 2-3 years. 

A few times a year I am called
about a value of a home many years
in the past, back to the 1950s for
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example. My fee would be very, very
high. I would use newspaper adver-
tisements, assessment records, and
deed recordings. It would definitely
be an interesting challenge! 

Appraisals done as close to the
current date as possible are more
accurate and reliable than those done
for a date farther in the past. If chal-
lenged by the IRS, a current
appraisal is more credible than one
done at a previous date. Be sure your
fee is high enough to justify the
amount of time you will have to
spend. 

Fees - do NOT quote your AMC or
lender fees

The primary fee issue is appraisers
charging the same fee for estates as
they charge for AMC and lender
fees. 

People are used to paying for
appraisals for lenders, which are
much higher than AMCs and some
lenders charge borrowers.  The
appraiser's fee is much lower than
the bank's appraisal fee. 

Some appraisers give a discount
for appraising more than one proper-
ty. I never do this. The more proper-
ties to be appraised, the more diffi-
cult the appraisal. 

I have done as many as 25 homes
in a large estate, all in the same city.
Keeping them separated is very
important. I did a maximum of 3
inspections per day with many pho-
tos and detailed notes. Writing up the
appraisals is always very challenging
as you can easily mix them up. 

When lender business is slow, fee
competition increases for estate
appraisals (and other non-lender
appraisals)

You need to explain why you are
the best appraiser to hire: familiar
with local market and estate tax
requirements, etc. 

If you have not any estate
appraisals before, you may consider
a lower fee to get started.

Tips on doing retrospective
appraisals 

My #1 tip is don't underbid!
Although it would seem that being
able to use old comps would be
great, it is often difficult to get addi-
tional information from the listing
and selling agents, as they are
focused on the present, not the past. 

Be sure to find out what has
changed since the date of death. The
more changes, the higher the fee as
you will have to review repair bids,
interview those who were in the
house before it changed, etc. 

The farther back in time, and the
more the market has changed, the
more difficult the appraisal. My mar-
ket (San Francisco Bay Area) is very
volatile and has experienced large
declines and increases in value. I
look at the appraisals I did during
that time period to see what the mar-
ket was like. 

Although typically you don't go
very far forward (from the date of
death) for data, I have gone forward
as far as 6 months and made a nega-
tive time adjustment due to signifi-
cant increases in value. I check the
pending and listing dates to see how
close they are to the effective date of
the appraisal. 

If the property has been sold and
there is no interior access available,
it can be very difficult to determine
the condition on the effective date of
the appraisal. I have interviewed
neighbors and relatives, building
department records, and sometimes
contacted the current owners. 

My most difficult retrospective
appraisal was only 6 months in the
past, but the home had been trans-
formed from a crack house to a beau-
tiful home by the heir. The work was
done by a relative with very limited
cost documentation. I interviewed
lots of people. 

Three dates 
In your reports you will have three

dates: 
1. Effective date of the appraisal.
(Usually date of death.) 
2. Date of inspection. 
3. Date of the report. 

Be sure to include all three dates in
the appraisal report. I put them in
bold face type in the neighborhood
section and the reconciliation sections
on form reports and in the letter of
transmittal and near the value conclu-
sion on narrative reports. 

I always include the statement:
Appraisal assumes there have been
no changes to the subject property
between the effective date of the
report and the date of inspection. Or,
I discuss any changes between the
two dates. 

What about doing driveby
appraisals

Some appraisers do drivebys for
estates. I don't do them unless there is
a specific reason, such as the property
has been sold and there is no access.
If so, I charge a much higher fee due
to the research required, such as
interviewing relatives, neighbors, etc. 

I don't think I can get an accurate
value, but that is my opinion. Once I
was asked to not inspect a condo in a
project where water views varied
widely. The condo was tenant occu-
pied. I declined the assignment.  

Some differences/problems with
estate appraisals as compared with
lender appraisals

I always let the client speak about
the deceased person. Everyone
grieves differently. Some say nothing.
Others talk about them. I consider it
my "appraisal counseling/listening".
My spouse died in 2004 and I know
what it is like. 

Problems I have encountered
include: 
• Not clear on effective date of the
appraisal. I call the accountant or
attorney and look for obituaries and
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death records. In some states death
records are not publicly available.  
• "Crazy" heir calling me night and
day. (I returned the full fee. I was the
third appraiser to do so.) 
• No estate checkbook set up for pay-
ments, so the executor can be reim-
bursed from the estate. 
• Bounced check from estate check-
book. I inquire when the account was
set up and how money will be put
into the account if it is recent. 
• Relative occupying the property
who doesn't want to move out. I try to
move as fast as possible during the
inspection and take many interior
photos. 
• Relatives fighting over jewelry,
glassware, etc. during my inspection.
I just try to ignore them. Once I was
at a house for two hours on an inspec-
tion. During that time the brother and
sister finally decided who would get
an old cracked coffee cup. You never
know what will be a family memento. 
• Insist on paying really low fees. I
tell them to call someone else. 

What geographic area is best for this
work?

There are wide differences around
the country and among neighborhoods
in a city for demand of estate
appraisals. Factors include: number of
older property owners, overall resi-
dential property values, higher house-
hold income and use of trusts. 

More baby boomers are getting
older and passing away. This is creat-
ing a need for more estate appraisals.
A geographic area with older resi-
dents increases the need for estate
work. 

The higher the values, the more is
saved by getting an appraisal when
the first spouse dies to reduce capital
gains when the property is sold. 

Higher household income often
means more people have set up trusts,
which request appraisals when a per-
son named in the trust dies.
Sometimes the trustee wants an
appraisal before the death occurs. 

Even in lower priced areas, if there
is a sale to a relative or tenant, often
the executor will order an appraisal.
Or, the beneficiaries are fighting over
"who gets what". 

I live in the San Francisco Bay
Area, which is a prime market for
estate and trust work. The population
greatly increased after World War II
and many of those who moved here
are setting up trusts and/or passing
away. 

Home values increased substantial-
ly during the pandemic. 

Real estate prices are high, with the
median price of homes at around
$1,400,000 in August 2022. 

Education levels are higher and
more people are setting up trusts for
their assets. 

What if you're in an area with lower
priced real estate? Your potential mar-
ket will be smaller, but there are
always out-of-state heirs who want to
find out what their property is worth,
charitable donations, etc. 

Should you do this type of work? 
I don't really know why so few

appraisers work for estates and trusts.
There is seldom much turnaround
pressure, few or no payment problems
and the fees are higher than
lender/AMC fees. Any value pres-
sures, if any, are typically much less
than for lenders. 

If you are in an area with lower
priced properties, doing appraisals for
estate and probate purposes may not
give you a lot of work, but does pro-
vide an excellent diversification
opportunity. Also, sometimes there
are multiple properties to appraise. 

Many appraisers don't like to do lit-
igation and/or divorce work because
of the hassles and court testimony.
Appearing in court is very unlikely
for this type of work, unless it's a
very complicated and large estate and
it ends up in tax court. 

For estates, the attorney will let you
know ahead of time if court testimony
may be required. You can say no if
you don't want to do court testimony. 

In the past, many residential
appraisers didn't like to do work for
one-time non-lender clients. But the
market has changed, and non-lender
work can keep you going while the
lender market is down. 

Where to get more information 
The IRS Web site at www.irs.gov is

a "gold mine" of information. For
example, google "IRS Real Property
Valuation Guidelines" to see what
IRS examiners look for. 

In this brief article I can only touch
on some of the most important points.
Being knowledgeable about estate,
trust, and tax issues makes your
appraisal services more marketable
and convincing.

The tax laws and issues are compli-
cated and keep changing. Classes and
seminars are available in many com-
munities. Check at your local adult
school or college. Many books have
been written for laypersons on estate
planning, probate, and trusts. 

Check at your local library or book
store. Books published by Nolo Press
are well written.

Next month, in Part 2, I will have
more details, including a possible
significant decline in the federal
estate exemption in 2026, which
means many more estate appraisals,
especially larger estates.  

http://www.irs.gov
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Maximum Time Period for Legal
Actions. Unless the time period is
shorter under applicable law, any
legal action or claim relating to the
appraisal or Appraisal Services
Agreement shall be filed in court (or
in the applicable arbitration tribunal,
if the parties to the dispute have exe-
cuted an arbitration agreement) within
two (2) years from the date of deliv-
ery to Client of the appraisal report to
which the claims or causes of action
relate or, in the case of acts or con-
duct after delivery of the report, two
(2) years from the date of the alleged
acts or conduct. The time period stat-
ed in this section shall not be extend-
ed by any delay in the discovery or
accrual of the underlying claims,
causes of action or damages. The time
period stated in this section shall
apply to all non-criminal claims or
causes of action of any type.

6.   If the appraisal is for tax pur-
poses, consider something like the
following in the engagement agree-
ment, not in the report. This is an
abbreviated example:
Use of Appraisal(s) for Tax Purposes.
In the event that Client utilizes or
submits Appraiser's appraisal(s) in
connection with a tax matter (with or
without Appraiser's consent), . . .
Client understands and acknowledges
that the taxing authority (whether it is
the Internal Revenue Service or any
state or local tax authority) may dis-
agree with or reject the appraisal(s) or
otherwise disagree with Client's tax
position, and further understands and
acknowledges that the taxing authori-
ty may seek to collect from Client
additional taxes, interest, penalties or
fees. Client agrees that Appraiser and
its Personnel shall have no responsi-
bility or liability to Client or any
other party for any such taxes, inter-
est, penalties or fees . . .

4.  Keep your definition of intended
use as narrow as possible to describe
how your appraisal will be used by
your client. For example, you don't
want your appraisal for the executor
being used by a beneficiary down the
road to sell the property to someone.
So, don't say something open ended
like: "the intended use is to provide a
fair market value of the property."
Say, instead, "the intended use of this
appraisal is for the executor's use in
administrating the estate of . . .  The
appraisal should not be used for any
other purpose."

5.  For non-lending work like estate
work, you can use a good, protective
engagement agreement.  Be sure to
get it signed. An unsigned agreement
is basically worthless.  In the agree-
ment consider including limitations of
liability and time limitations on
claims.  

For example:
Limitations of Liability To the

fullest extent permitted by applicable
law, the maximum monetary liability
of Appraiser for any and all claims or
causes of action by another party
relating to the appraisal or Appraiser's
services under this Agreement shall
be limited to the total compensation
received by Appraiser for the
appraisal or other services that are the
subject of the claim(s) or cause(s) of
action.  This limitation of liability
extends to all types of claims and
causes of action, whether in contract
or tort, including without limitation
claims/causes of action based on the
Appraiser's negligence or negligent
misrepresentation, but excludes
claims/causes of action for intention-
ally fraudulent or criminal conduct,
intentionally caused injury, or unau-
thorized use or publication of the
appraisal.

The IRS does not like low
appraisals, and the thing about

appraisals for estate tax purposes is
that such appraisals are only relevant
when the estate has substantial assets
above the estate tax threshold.  Those
tax returns are frequently audited and
we have, in fact, seen penalties levied
against appraisers by the IRS itself.  

And, when the IRS is imposing
penalties against the estate (plus
unpaid tax, interest, etc.), what we
also sometimes then see is a claim by
the taxpayer against the appraiser
blaming the problem on the appraiser
(even though the taxpayer probably
wanted a "low" appraisal at the outset
to decrease tax).

Of course, estate appraisals are not
only for tax purposes.

Here are some general pointers:
1.  Never use a lending form (such

as a 1004) for estate work. Yes,
appraisers do this.  While most of the
time appraisers get away with it
(unless it's an appraisal that goes to
the IRS), it sometimes wreaks havoc
for appraisers in discipline and
claims. 

2. Get the relevant date of value
from the client or client's attorney.
The date of value can be a legal issue
and the appraiser should not be the
one accepting responsibility for
whether the date of value is correct
for whatever the use is (such as an
estate tax return).

3. Keep the definition of intended
users as narrow as possible. If an
executor of an estate is hiring you, for
example, just say the executor is your
client and only intended user (add the
IRS if it's relevant).  Do not say the
intended users are all the beneficiaries
of an estate or trust.  Doing so poten-
tially expands your liability to all
those parties.

Estate/trust appraisal liability advice from Peter Christensen
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By Jamie Owen

Bigger is not always better. Some
examples off the top of my head

are hair, sugary drinks, shoulder pads,
cholesterol and spiders. Clearly this is
a subjective list. Perhaps you disagree
with my list. I'm sure you could add
many examples based upon your expe-
riences. The fact that I came up with
these items is probably disturbing as
well. 

The same can be true of land value.
Land value is sometimes counter intu-
itive. For that reason it is commonly
misunderstood. For instance, say a per-
son wants to sell their home. Vacant
land sales in a neighborhood are selling
for $100,000 per acre. Their home has
5 acres. Comparable homes in the
neighborhood with only 4 acres are
selling for $400,000. Does that mean
the home with 5 acres will sell for
$100,000 more? That would be awe-

Loan Volume Originations – Q1-2000 to Q1-2022`

some! But that's not usually how it
works. Why?

Buildable vs. non-buildable land
Often a vacant lot that is buildable

has a higher market value than one in
which a home is already constructed.
Once there is a home on the property
much of the value typically shifts to the
dwelling itself. For instance, if a family
of five are looking for a home that they
can comfortably live in, they might
choose a home with less acreage if the
home offers more living area instead of
a home that is considerably smaller that
offers a larger lot.

To illustrate, let's think about a pizza.
Hopefully you will not find this exam-
ple too cheesy. When a person orders a
pizza, they don't usually say, "I'll have a
nice large crust pizza and, by the way,
just throw whatever toppings you want
on it." While the crust to a pizza con-
noisseur is probably very important, it is

just part of the overall experience. If
you're craving a pizza, the toppings
make a huge difference. (No disre-
spect to the crust). 

So different toppings make for dif-
ferent levels of appeal based upon
the individual. What's your favorite
topping? If you had a vacant piece of
land and could build anything you
wanted what kind of home would
you construct?

Here's the point. When a member
of the market is considering a prop-
erty, a vacant lot may be more desir-
able because they can build what
they want on it. It's like a blank can-
vas onto which they can construct
what they want. Once a dwelling is
in existence it changes and really
limits the market appeal to a more
specific group of market participants.
The home in existence may be too
large for some or too small for oth-

How Land Contributes to Value

Notes on Graph Below:
Bottom  (blue) -purchases. Middle (yellow) - refis. 
Top (light blue) - HELOC Graph shows changes from 2000 to Q1 2022. Volume
dropped significantly in Q2 and Q3. 
Per MBA data, current loan applications have declined to 2000 levels (8-18-22).
To see a larger graph, 
www.attomdata.com/news/most-recent/attom-q1-2022-u-s-residential-property-
mortgage-origination-report/
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ers. Some may desire a ranch style
while others desire a colonial or some
other style. The value of the land
becomes secondary, or contributory.

Scarcity 
Of course, that is not always the

case. When available vacant land is
scarce things may change. When
vacant land is scarce it becomes more
common for someone who desires to
build a new home to purchase a prop-
erty with an older home, just to tear it
down and build a new home. This can
also be the case in areas in which land
is very desirable such as waterfront
properties, properties with golf
frontage or very desirable views, and
so on. 

By the way, if you're looking for an
excellent article on valuing lake front
properties, I recommend reading an
excellent article entitled Appraising
Lake Property
www.workingre.com/appraising-lake-
property, written by Rachel Massey, an
appraiser and blog writer. Note: this is
a  newer version of the article. 

Utility
The market value of vacant land

may also be negatively affected by its
utility. For instance, if a lot is not
buildable it usually has a considerably
lesser market value. Perhaps the land
is too small to build on because of
zoning regulations, its shape or its
topography is such that it cannot be
built upon.

Last year one of my clients hired me
to appraise on a small portion of their
land. They wanted to split this small
piece of land from their main lot. The
piece of land was too small to be
buildable. 

They also wanted an appraisal of
their home with the same small area of
property included as part of their total
property. It is interesting that the mar-
ket value of the small portion of land,
detached from the main property, was
less than if it were attached to the
much larger property. 

This is because being attached to
their larger parcel offered a higher util-

ity. Detached, it really couldn't be used
for much, except perhaps bird watch-
ing or the occasional camp out.

Pie In The Sky
Some other things to consider are

location, topography, zoning, size,
shape and certain characteristics such
as the amount of tillable land. 

An appraiser must determine what
types of income the land could pro-
duce, which differs greatly from region
to region. It is also interesting that typ-
ically, the smaller the lot size, the
higher the contributory value is per
square foot, which is also counter intu-
itive to many people.

Can land be so big that there is little
or no value in part of it? Going back to
the pizza illustration, have you ever
been so hungry that you ordered a
much larger pizza than you were able
to really eat? When you open the pizza
box it all looks delicious. But in all
honesty, how much of that pie are you
going to be able to eat and enjoy? 

Probably not the whole thing,
unless, of course, you have teenage
boys like I do. Then the whole thing is
enjoyed at record speeds, leading to
pizza scarcity, which is a real bummer.
But if there are left overs, they could
be considered the excess. Some lots
are so large that there are portions that
just can't be utilized for much. The
term we use in real estate to describe
that is surplus land.

Surplus vs. excess land
Surplus land is land that is not cur-

rently needed to support the existing
improvements but that cannot be sep-
arated from the main property to be
sold. Surplus land does not have a
separate highest & best use.

But what if the additional land can
be split into a second buildable parcel?
In real estate, that is called excess
land. If it is legally and physically
possible to split the parcel and if it is
financially feasible to do so, then there
is a chance that it is also more prof-
itable to so do. 

Why? Remember that vacant land
typically has a higher market value

than a property that has improvements
on it already. In this case, it would
have its own highest and best use,
separate from the main property, as its
own buildable lot. It should be noted
that in rural areas, land sizes differ
greatly. The market in some areas may
accept a larger lot size without the
desire to split it.

Many other factors - no shortcuts for
determining the value

There are many other factors that
must be considered when it comes to
the value of land. This article just
touched on some of the basic things we
consider as appraisers. One size does
not fit all when it comes to land valua-
tion. What may be true in one scenario
may not be in another. The way land
contributes also depends greatly on the
market. 

Some parts of the country have dif-
ferent market reactions to how land
contributes to value. There are no
shortcuts when it comes to land valua-
tion. Only careful research and analy-
sis by a qualified appraiser who knows
the nuances of your area can provide a
reliable valuation.

When it comes to the contributory
value of the land on your property,
don’t have a pie in the sky mentality.
Hire an appraiser to do the work need-
ed to determine the value or contribu-
tory value of your land. You will be
glad you did!

About the author
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