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Home Measurement Services - How to Use Your Appraisal Skills to 
Make More Money 
 
I last wrote about this topic in 2019. Everything changed in early 2022 when 
Fannie started requiring ANSI and the Cubicasa app became available. It required 
much less time than tape and Disto and also could produce detailed floor plans.  
 In early 2022 I wrote articles on both topics. They are all available on the 
paid subscriber page.  
 Now that business is slow and you have more time, this is a good 
opportunity to consider providing this service with ANSI and Cubicasa.  
 Real estate agent referrals are the main source of measurement business. 
In my area, many agents are using providers providing square footage and floor 
plans. But the person doing the measurements knows nothing about ANSI.  
 Licensed appraisers can provide this service. We know what is included in 
GLA using ANSI, so we are similar to lender GLAs. We have a standard 
methodology.  
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 In this article, I focus on residential appraisals. However, measurements are 
made for commercial and industrial properties, often involving a lease dispute. 
Measurement standards such as BOMA have been in use for decades.  
 Note: Below I refer to "Measurement", easier than typing 
"Home Measurement Services". For square footage I will use GLA, but don't use 
this in any marketing materials as most non-appraisers and some real estate 
agents won't know what this means. You could use “home square footage” for 
example. 
 
How long does measuring take? 
 I only did a few in the past with tape and sketch programs because it was a 
hassle with low fees. Also, appraiser measurements were seldom the same.  
 Now, with Cubicasa, you can measure very quickly and sketch floor plans 
are automatically generated to ANSI standards.  
 
Accurate GLA is very important for every home 
 Only appraisers can provide this service for all types of homes, not just tract 
homes.  
 
What about fees? 
 How much per hour are you making on lender appraisals now? How much 
can you make doing measurements? Check your local market to see what others 
are charging. You can charge more than non-appraisers as you are a licensed 
appraiser and know how to use ANSI.  
 If you don't want to use all the ANSI requirements, you can use a modified 
ANSI. For example, not excluding below grade square footage when the market 
recognizes it as living area. Just describe what you did in detail.  
 
Why appraisers provide the most accurate measurements 
 Everyone agrees that appraisers are the most reliable source of accurate 
square footage. All appraisers are trained to measure homes.  
 Not every home is an easy to measure tract home. I regularly have above 
ground basements, homes with everything except the garage below grade, 
"nightmares" to measure, etc. However what is included in GLA in a local market 
can vary from ANSI standards. For example, in my market fully finished partial 
basements (not completely below grade) are seen as living area in Victorian "high 
basement" homes, if they have good interior access.    
 
Who needs Measurement Services? 
 Almost everyone involved in real estate wants accurate GLA. Except maybe 
some real estate agents who want the highest possible GLA and include 
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everything they can, including detached semi-finished structures. But, only trained 
appraisers can do this accurately with a standard.  
 Appraisers, including myself, complain a lot about inaccurate public records 
GLA. Home owners can use an appraiser to accurately measure their home, 
especially if using ANSI standards.    
 
Who will pay for Measurements? 
 The primary market is real estate agents who want accurate square footage 
for their listings. Sometimes the home owner wants a more accurate GLA for their 
listing or to dispute the assessor's records.  
 
My recent experience 
 A friend of mine recently purchased a home. While it was in escrow he 
invited me to come over and see it, which was okay with the owners. He wanted to 
get a building sketch and a floor plan for his own information.  
 A guy who looked like an appraiser showed up. I talked with him and 
followed him around for about 10 minutes. He was measuring using an app. His 
agent paid for it as a gift. He used Matterport, which also offers 3d imaging. 
Requires a $299 "holder" for your smartphone. A hassle to lug around and setup. 
Home owner prices start at around $300. Check prices in your area.   
 It was a complex property to measure and determine GLA. I don't think the 
person using Matterport had any knowledge of what is included in GLA.  
 
Who operates national Measurement businesses? 
 Home Depot, national measurement services and a few non-appraisal 
companies. But they have minimal training and know nothing about GLA and 
ANSI.  
  
What are the problems with Assessor's office measurements? 
 Be sure to check your assessor's measurement methods. If there is a 
discrepancy, you may want to include an explanation if your GLA differs from the 
Assessor.   
 The reason agents (and owners) want a correct measurement is that they 
say the Assessors office is not correct.  
 Assessors have their own measurement methods and standards. They may, 
or may not, conform to ANSI. For example how does our assessor handle 100% 
below grade living area. 
 I started appraising at an assessor's office in 1975. In California, the State 
Board of Equalization set the standards and taught appraisers what to do. 
However, since 1979, when "Proposition 13" passed, the GLA is only re-measured 
or checked when there is new construction. 



  
Page 4  March 2023 Appraisal Today 
 
 

 Also, neighborhood accuracy can vary. In my city, the Gold Coast with many 
large classic homes, GLA often has inaccurate square footage that varies from 
mine. Other nearby neighborhoods are much more accurate. 
 Some of the problems I have heard or seen: 
• New home subdivisions. Assessor uses what the builder says. But, a home had 
an additional room added to the original plan. Or, another model was built on the 
lot. Or the builder does not conform to ANSI, which the National Association of 
Home Builders helped set up.  
• Don't use any national standard for the local assessor's offices. Maybe they say 
ANSI, but don't know what it is or don't want to re-measure all the homes. I used 
measuring to the nearest half foot, which is less accurate than ANSI.  
• Trainees with little training sent out to measure homes.  
• Records not updated when there is new construction  
 
How are homes in your area measured? Just use Public Records in MLS as 
a default? 
 See what is done in your area. Ask local agents. My market, a 30 mile drive 
from Silicon Valley, is very tech oriented so home owners would expect a tech 
solution. 
 
What if you don't want to use ANSI? 
 Disclose what method you used. I strongly recommend, at a minimum, state 
whether you used the nearest foot, ½ foot, tenth of a foot or inches. And how you 
handled below grade square footage. These measurements are not for lending 
purposes so ANSI is not required.  
 What measuring method is typically used in your area.  
 
What if you don't want to use Cubicasa? 
 Your fee will be lower and you will have less business. There are other 
services and apps available.  
 Appraisers who have used Cubicasa on very large and difficult to measure 
homes say it works very well. Better than their tape or laser measurements. 
 
What affects the demand for Measurement Services by real estate agents? 
 How accurate are the assessors where you work? For most appraisers, that 
is the primary factor in demand.  
 Other factors:  
•  County assessors can vary widely from county to county. If your counties are 
questionable, appraiser measuring can correct this.  
•  The MLS says listing agents must have accurate GLA.  
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•  Agents are more worried they would be sued for inaccurate GLA, often because 
of a recent lawsuit. Licensed appraisers are covered by most E&O policies.  
•  The real estate company has a requirement that all listings be measured.  
•  Demand for accurate GLA and floor plans can be higher for high end homes. If 
you have many of them in your market, there may be a good opportunities for 
measurements.  
 
How to market to real estate agents for measurement services 
 I will have an article soon on getting referrals from real estate agents. Many 
of the ideas work for measurement services. 
 The advertising methods below can also work for pre-listing services as you 
are helping an agent get a better listing price.   
 I interviewed local agents about how to advertise these services to them. If 
they used Facebook, they suggested Facebook ads. Some suggested using email 
flyer services. Both are inexpensive. Your local or regional Association of Realtors 
may have an email flyer service available.  
 In the past, pre-Internet, they sent out ad flyers with their printed 
newsletters. They are not very effective now.  
 Check with your local market. They may be receptive to email and postal 
advertising.  
 Like appraisers, most agents just delete email ads for products and throw 
postal mailings in the trash without reading them.   
 
Try to get business from all the listings in a real estate company (or branch) 
 This is a good idea to immediately increase volume. Maybe offer a reduced 
fee for volume.  
 
What about fees? 
 Google measurement services in your area. There are some lower priced 
non-appraiser measuring services. Some appraisers offer measurement services. 
Pose as a customer and ask how much they charge, if rates are not posted on the 
website.  
 
How will your measurement be used by real estate agents 
 Some agents just want GLA. Most want floor plans.  
 Savvy agents get a measurement with a complete floor plan to put into their 
listing material. This is a primary reason for them to hire you. It makes for a better 
sales brochure/flyer. 
 If you don't want to do this, you will have less business. 
 I spoke with an appraiser who was really upset when one of her clients put 
her drawing in the MLS. I told her that is what agents can really use and will pay for.   
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Factors that can increase the measurement fee 
 What homes take longer to measure in your market? Think of how much 
time. A few appraisers mentioned the factors below, but most websites quoted 
fees by square footage of the home.  
 Some I heard are: 
• Higher for 2 story 
• Older homes - additions and changes over time. Some go by GLA, usually base 
fee for under 3,000 sq.ft. 
•  Strange homes, such as dome homes, etc.  
•  Larger homes  
•  Outbuildings are measured 
• Travel time  
 In my market, they would have to pay a lot more for 3-story Victorian with a 
large finished basement. Very high fee if converted to 4 units. 
 
Using an online order form 
 They may be useful for measurement services. Measurement fees are 
lower, compared with appraisal fees, so an online form can save time.  
 
How to pre-screen for difficult to measure homes 
 Every web site I saw had flat fees, based on square footage.  
 Your order form could include the address, so you could check. 
 You know your local market. In my market, with many difficult to measure 
homes, I would probably use Google street View and Google Earth and quote 
higher fees when necessary. 
 Another issue is what is permitted and what is not. Of course, I see all of this 
a lot in my market, home of "no permits". 
 
Measurements vary among appraisers if ANSI is not used 
 Measurements are not exact. For many years I did lots of relocation 
appraisals, where 2-3 appraisers measured the same home. They were almost 
always different, depending on rounding, using ft/inches vs. decimal usually.  
 I recently had lunch with a commercial appraiser who did litigation work. She 
never measured a building. She was taught to use an architect to measure. She 
sometimes used the assessor's office measurements as they were public.  
 She also mentioned, of course, that if your comps' sq.ft. was from the 
assessor's office, how could they be compared with your measurements if they 
differed from the assessor. I try not to think about this comment. 
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What is a bedroom? 
 This will show up in your measurement, particularly if you do full floor plans. 
It can be controversial. Appraisers know what the market sees as a bedroom. 
Markets vary widely.  
 In my market, with many Victorians without closets, does not require a closet 
to have a bedroom. Also, agents are sometimes confused with tandem rooms, 
where you have to go through one room to get to another. They are not considered 
bedrooms.  
 
Become a Home Measurement Specialist? 
  With two 7-hour classes and a test, you can become a Home Measurement 
Specialist. They have a list of people, but there were only a few in the Bay Area. I 
did not call anyone to see  if it helped them get business.  
 Founded in 2003, the Institute of Housing Technologies offers the Home 
Measurement Specialist Certification. It is run by Hamp Thomas who has been 
writing and teaching this for decades. Two classes are required at $119.00 per 
class plus taking an exam. There is a $189 fee for designation. Hamp still does 
ANSI classes on it for appraisers through Appraiser eLearning. 
www.homemeasurementspecialist.com   
 
Google Home measurement services to see samples and prices in your area 
 There are not a lot of measurement services being offered. When I Googled 
home measurement in my area, very few companies came up, including a few 
appraisal firms. None were in Google Business Listings, the best way to advertise.  
 Ask local agents who they use.   
 Some appraiser websites have a brief description of measurement services 
and prices, usually because they purchased a "package" website that had a page 
for it.    
 Sample of a web site with detailed information:  
A Quality Measurement. Based in Portland, OR. Prices are $130 to $180. 
www.aqualitymeasurement.com  . Good web page. Run by an appraiser, Gary 
Kristensen. His primary business is for local home energy scores. His 
measurement specialists include appraisers and non-appraisers (with training).  
 
What type of advertising on your web site, flyers, etc. 
 Remember, your primary market is real estate agents. They know that 
appraisers measure homes.  
 Google home measurement services appraiser and see how other 
appraisers advertise to give you some ideas. What do they charge? Most of them 
in my area still referred to measuring with a tape measure or Disto.  

http://www.homemeasurementspecialist.com/
http://www.aqualitymeasurement.com/


  
Page 8  March 2023 Appraisal Today 
 
 

 Have special page (s) on your web site.  
 Anyone can measure. The most important feature is that you are an 
appraiser and are the expert on measuring and determining what is in GLA.  
 As always, be sure contact information is prominently posted on you web 
site. Do not only use a form to fill out as many prospects don't want to fill it out. 
Have a phone number and email address.  
 If you don't have a web site, have something to send to them by email or 
postal mail. However, a web site is best.  
 Google Business Listings work very well and are free. There were no 
measurement services listed in Google Business Listings. I wrote about them in 
the September 2022 issue.  
 
How to use printed flyers or brochures 
 Email and postal mailings are not typically effective. 
 Instead, drop off flyers at local real estate offices. See if you can put them on 
a registration table for a local real estate agent marketing meeting.  
 
Ideas for why real estate agents need appraiser measurements 
 In one of my recent free weekly newsletters: 2-7-23 blog post with good 
marketing ideas: Why You Should Hire Professionals to Measure Your Home  
https://clevelandappraisalblog.com/2023/02/07/why-you-should-hire-professional
s-to-measure-your-home/  
 Written for real estate agents in 2014 but still relevant; Top 9 reasons you 
should get your home measured by a professional 
https://birminghamappraisalblog.com/appraisal/top-9-reasons-get-home-measure
d-professional/ .  
 
Measuring to correct inaccurate assessors records 
 This is not unusual. Usually the home owner is upset with and thinks the 
assessor's square footage it too large. My county assessor often accepts new 
measurements from experienced fee appraiser. Yours may not.  
 For this measurement, they would not need a floor plan.  
 
What about USPAP? 
 If you are acting as an appraiser, you are subject to USPAP.  
 Because it is not a service for which there are standards such as an 
appraisal, there are no specific standards. Only the general USPAP obligations 
(ethics, competency, etc.) are required.  
 Scope of work is not required, but a description of what you are doing is 
always good. ANSI requires a detailed description. See the sample long disclaimer 
below.  

https://clevelandappraisalblog.com/2023/02/07/why-you-should-hire-professionals-to-measure-your-home/
https://clevelandappraisalblog.com/2023/02/07/why-you-should-hire-professionals-to-measure-your-home/
https://birminghamappraisalblog.com/appraisal/top-9-reasons-get-home-measured-professional/
https://birminghamappraisalblog.com/appraisal/top-9-reasons-get-home-measured-professional/
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 There is no requirement for a certification similar to those used in appraisals. 
Don't include a certification as your measurement may be misconstrued as an 
appraisal.  
 
Most appraisers use ANSI Z765-2003 now 
 Be sure you read and understand the ANSI requirements. ANSI 
measurement standards was developed by the NAHB, National Association of 
Home Builders to be used for new homes. To get a copy Google the association's 
name.  
 In early 2022, I wrote a lot about ANSI. Go to www.appraisaltoday.com/ansi/  
 This ANSI standard was developed in 1996 and has not been changed 
much since 2003. ANSI does standards for many industries and was established 
in 1918. Go to www.ansi.org  for more information.  
 
What to write on your Web site page and print flyers/brochures for home 
measurement services 
 There are lots of appraisers, and other companies, offering this service. 
Google home measuring service and home measurement service for ideas.  
 Your floor plan drawings help them sell homes. The cost is minor compared 
with their commission.  
 Some appraisers also target home owners, but this is a much smaller 
market.  
 You may also see much more "high end" more expensive services by 
architectural and marketing companies. 
  
Is E&O available? 
 The number one complaint that E&O companies receive is square footage. 
They know how to handle the complaints.  
 I spoke with most of the main appraiser E&O companies. Home 
Measurement Services done by an appraiser would be covered in many of them. 
Check with your E&O company.   
 If a non-appraiser is used for the measurement, the person may need to be 
included in a firm policy. Check with your E&O company. 
 
What type of disclaimer should be on the sketch to limit your liability? 
 There are a few appraisers who use disclaimers on their sketches. They 
said there was very little resistance from real estate agents. We have to agree to 
this when we use software, buy an app, etc.  
 Remember, your primary market is for real estate agents to use in their 
listing promo material. Hundreds of people may see it.  

http://www.appraisaltoday.com/ansi/
http://www.ansi.org/
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 It is strongly recommended that you put a statement, similar to what you put 
on your appraisals, on the sketch. 
 Some clients may object to this, but real estate agents are familiar with it on 
appraisal forms.   
 Here is a link to Liability Insurance Administrator Q&A about a dispute over a 
home's square footage, with good information and sample disclaimers. Read this 
document.   
www.liability.com/claudia-says/claudia-effective-disclaimer-language    
 Here is one suggestion from LIA (Replace "report" with measurement 
sketch: "The appraiser will have no legal liability to any third party who claims to 
have relied upon the report, in whole or in part, for any purpose, whatsoever, 
unless such reliance was agreed to, in advance, by the appraiser, in writing." 
 Comment from LIA, "Please understand, there is no "magic" language I 
could suggest that will keep you from getting sued, but including strong disclaimer 
language, specific to each assignment, and to each report, gives your defense 
counsel a lot to work with." 
 
What type of disclaimer should be sent to the client? 
 Most appraisers don't use one. Not a good idea. You should write one up to 
be sent to clients with the report. 
 One appraiser, who measures commercial buildings, sends an engagement 
letter specifying what he will do, including the standard used (BOMA). He is an 
appraisal instructor and is very savvy. He includes this in his engagement letters.  
 Here is what he included (I have modified it to refer to residential properties).  
 "The following sets forth the purpose, function, scope of work, and fee for 
the measurement/floor plan sketch of the following residential property: Address 
xxxxx 
 "The purpose and function of the floor plan sketch is to provide the client 
with an accurate square footage for listing purposes for the home (and accessory 
buildings if needed). A floor plan is also included." 
 "The Scope of Work is to include the following: 
 "Method for Calculating is ANSI Z765-2003 (American National Standards 
Institute)" 
 "Calculations on square footage are provided." 
 "The Gross Living Area will be indicated. This does not include unfinished 
areas, attics, detached buildings, etc. Their measurements and square footage will 
be included in the sketch."  
 "The fee quoted and agreed to for the sketch is XXX."  
 "The estimated delivery date for the completed measurement and floor plan 
sketches is within XX business days after the inspection of the properties above. It 

http://www.liability.com/claudia-says/claudia-effective-disclaimer-language
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is anticipated that the inspection will take place on XXX. The measurement service 
is to be addressed to XX, as client." 
 "Three original copies and/or emailed copy of the sketch will be provided. 
This work product is prepared for the exclusive use of the client: no other party may 
rely on its contents; no liability is assumed by the appraiser for the use of, or 
reliance on this work product by any unintended user".  
 "The herein referenced floor plan is not an architectural rendering of the 
subject improvements and is not to be considered as such as the appraiser is not a 
licensed architect. The dimensions and the Gross Living Area stated in this sketch 
may or may not agree with the Gross Living Area published by the tax assessor, 
MLS, other property information/data services and/or those maintained by the 
architect/builder/property owner for the subject."   
 "The above represents the entire scope of the agreement between client 
and appraiser and court testimony is not included in the above fee."  
 "It concludes with the signature and name of the appraiser and the date, 
plus a space for the client to sign and date." 
 Note: this was not reviewed by an attorney. Scope of work is not required by 
USPAP for sketches, but is a good idea to include.   
 I was unable to get any residential samples, except for a very short one. Few 
appraisers use them, I suspect. I have not done any Measurements for a long time 
and never thought about it. Not good. 
 I recommend using the same type of checkbox that is widely used for 
"agreeing" to disclaimers for software, etc. Put the disclaimer on your web site with 
a link to it. Pay someone to set it up on your web site.  
 Example: (space for name)   I have read, understand and agree to the 
Terms and Conditions. Have a separate link to Terms and Conditions statement.  
 
Should you have a Home Measurement Service? 
 Do you like measuring or not? Some like it, some don't.  
 If you like measuring, this service could work well for you. It pays less than a 
full appraisal, but is a good source of extra income. When appraisal business 
slows down a lot, as it always does, it can provide income for you.  
 Compare how much per hour you get from a measuring service as 
compared with an appraisal. When AMC fees go way down, measuring may be 
higher.  
 I did a few tape and sketch software measurements many years ago, but 
quit doing them. I realized that I preferred doing the valuation rather than 
measuring. Also, the fees were low. After over 45 years of appraising, I really like 
the challenges of developing a value opinion. Measuring was okay, but was just a 
part of what I liked doing.  
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 Once I used Cubicasa in early 2022, I quit using a tape or Disto for 
measuring, except double checking Cubicasa when I first started using it.  
 Measuring gives you an excellent opportunity to use your existing appraisal 
skills to increase your income, especially when lender appraisals are very slow.  
 
======================================================= 

 
How to get started in commercial appraising:  5+ unit apartments 
Mortgage rates are going up, and lender business is going down. Many appraisers 
are looking for other appraisal related options.  
    I do a lot of non-lender apartment form appraisals, primarily for estates. 
Commercial appraisal fees are down, but apartment fees are steady due to less 
competition.   
    Apartment appraisal assignments are available from lenders with much less 
competition than 1-4 units.  
    Properties with 5+ units are treated as commercial, not residential (2-4 units), 
properties by lenders.  
    Commercial (including apartments) appraising is much more steady with many 
non-lender options. How can you break into this business?  
 
Apartment form and narrative appraisal reports 
    Most residential appraisers have little or no narrative appraisal experience. In 
my market, Fannie forms 71A, and 71B are used, mostly 71B, with additional 
explanations. They are in your forms software. You will need to add narrative 
explanations, similar to what you do in your residential form reports. I do narratives 
for larger apartments, typically over 20 units.  
 
About commercial appraising 
    Learning to appraise commercial property takes a long time (3-5 years++) 
because you appraise many different property types (hotels, warehouses, retail, 
etc.) Commercial properties often have issues such as highest and best use and 
zoning conflicts.  
    You must be able to analyze leases, use a spreadsheet program, write 
narratives, and have good financial and math skills.   
    Commercial appraising is not for everyone, but I really like it. I prefer single 
family, as they are much easier due to good data, and I spend much less time per 
appraisal. When non-lender residential volume is low, I do more commercial 
appraisals.  
    Fortunately, appraising 5+ unit apartment properties is not much different than 
appraising 2-4 unit properties.  
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How to get started doing 5-10 unit apartments 
    Many commercial appraisers don't like to appraise apartments because of the 
relatively low fees and the use of form appraisals. Also, few have ever done an 
appraisal on a form. They don't like forms.  
    If you can appraise a 2-4 unit property, you can learn to appraise small 
apartment buildings with 5+ units. I find that 5+ units are easier to appraise than 
2-4 units as they are purchased on their income producing capability. In contrast, 
2-4 units are often not purchased by sophisticated investors, so appraising them 
has issues somewhat similar to homes, such as changing buyer motivations, etc.  
    You have probably already filled out the Fannie Operating Income Statements, 
where current income and expenses are required. The apartment expenses are 
similar, except you are also required to forecast expenses. Also included are a few 
more income items, such as laundry, and expenses such as projected property 
taxes and replacement reserves.  
 
What about rent control? 
    This makes apartment appraisals much more complicated.  
    I have been working in rent-controlled cities since I started my business in 1986 
(Berkeley and Oakland). My city has had strict rent controls since 2016, after the 
voters approved a ballot measure.  
    I don't recommend starting appraising apartments in rent-controlled cities.  
 
Does residential experience help? 
    This is a very controversial topic. When I started appraising in the 1970s at 
assessor's offices, you started in residential. The "better" residential appraisers 
were asked to move into commercial appraising.  
    Since the mid-l980s, there has been relatively strict "tracking." When you start in 
residential or commercial, you stay there. Now it is hard to move to the other field.  
    I find my residential skills very helpful in understanding the commercial market. 
Residential focuses much more on buyer motivation. You are only appraising two 
types of properties: single-family and 2-4 unit properties, so you become an 
expert. The MLS data is much better than for other property types. I don't know of 
any commercial MLS' that have much data.  
    In contrast, commercial appraisers work on a wide variety of properties, such as 
apartments, industrial single and multiple tenants, retail stores and strip malls, etc. 
There are fewer transactions, and finding out about them can be challenging. The 
highest and best use is often a big issue. Almost every commercial appraisal I 
have done has something about it that was unique.  
    However, many commercial appraisers say it is difficult to train a residential 
appraiser to do commercial appraisals. They prefer to train someone with no 
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appraisal experience. That is one of the main reasons I recommend starting in 
small apartments. 
 
Do you like appraising 2-4 unit properties? 
    If you don't like doing them, you won't like appraising 5+ unit apartments. If you 
like doing them, they can help you get started doing 5+ apartment properties.  
    Appraising in a market where investors purchase most 2-4 unit properties is 
similar to appraising 5+ unit properties. They are concerned about the income and 
cash flow potential. 
    If you have never appraised a 3-4 unit property in an investor market,  you can 
offer to do one for free for the owner just to see what it is like. 2 unit properties are 
often not investment properties, depending on the market.  
     
What about math skills for apartments? 
    Apartments are purchased as income producing properties. You calculate net 
income (after expenses).  
    Have you ever done an income approach on a 2-4 unit property? For small 
apartments, you need the same math skills as a 2-4 unit property - add, subtract, 
multiply, divide. If you can calculate a GRM (Gross Rent Multiplier), you can 
calculate a GIM (Gross Income Multiplier), an OAR (Over All Rate) and a 
Capitalization (Cap) rate. 
    An OAR is an income rate for a total property interest that reflects the 
relationship between a single year's net operating income expectancy and the total 
property value. 
    Cap rates are also used. The capitalization rate is calculated by dividing a 
property's net operating income by the current market value.  
    Have you ever filled out an operating statement for a 2-4 unit rental property for 
lending purposes? They are similar to filling out a current and projected financial 
statement for 5+ unit properties.  
    More complicated math, such as discounted cash flow analysis, is not typical for 
most small apartment markets.  
 
Apartment appraisal forms - 71A and 71B 
    For small apartments, typically under 20 units, a 4-page appraisal form, 71B, is 
generally used in many areas. Sometimes the 10-page 71A form is used. See 
which form is preferred in your area. I use the 71B form for apartments up to 20 
units. For larger properties, I do narrative reports.  
    The forms are available in most residential appraisal forms software. The forms 
are old, so you will need to include additional material now required by USPAP. 
You can do it yourself and use form 1025 (2-4 units) as a guideline. It will be an 
excellent exercise in understanding USPAP.  
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    Take a look at the 71B form. It is a Fannie form, so it will look very familiar, 
except for no adjustment grids. If you are an "old timer," it is similar to the old 2-4 
unit appraisal form: focused on income with no adjustment grids.  
    Of course, you will need to change the certification and limiting conditions as it is 
not a 2-4 unit appraisal for Fannie Mae, plus add boilerplate, so it conforms to the 
current USPAP.   
    The 71B form states that it is to be used only for apartments where the "loan 
request does not exceed $750,000." Note: This form was designed many years 
ago, when prices were much lower. Only some, if any, clients care about the limit, 
including lenders.  
 
Apartment appraisal fees 
    Apartment fees are substantially higher than 2-4 unit fees. My fees are at least 
twice those for 2-4 unit appraisals.   Some markets and clients, prefer narrative 
apartment reports. These reports have substantially higher fees.  
 
Apartment data 
    You are already getting rent comps if you do 2-4 unit appraisals. Rentometer at 
www.rentometer.com  is an online service that gives good apartment data by city. I 
get my local rents by getting rental listings from local property management 
companies every week. When an apartment goes off the list, I check to see if it was 
rented and call to get the rent.  
    Your MLS may include some or all 5+ unit apartments, especially smaller 
apartment properties. Unfortunately, the only comp database in my market, and 
many other markets, is Costar, which is relatively expensive. You cannot get a 
reduced fee by purchasing only apartment data.  
 If you want to get hours for your license, you will be working under a 
supervisor and should be able to use that person's data sources.  
 
How to get started writing narrative reports, if you want to do commercial 
appraisals 
    Most commercial appraisals are in narrative format. In some markets, narrative 
reports are used for apartments. If so, it's time for you to practice producing 
narratives. You can do a narrative if you've written a term paper in college.  
    The best way to get started is to complete a residential appraisal you have done 
on a form and convert it into a narrative report. Just follow the format. Instead of 
checking boxes, write out your description and analysis. 
    My longest full narrative residential appraisal report was a 100+ page 
demonstration appraisal report on a house for my SRA designation. 
 I had a copy of another commercial appraisal report, done by a local MAI, to 
see how they were set up when doing my first commercial narrative report. Google 

http://www.rentometer.com/
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"commercial appraisal report example" or sample to see what is available online. 
Look at the format and layout. I recommend looking for appraisal reports done by 
MAIs, as they are more likely to be reliable.  
    McKissock has some classes on writing narrative reports. A free McKissock 
blog post lists what to include: Checklist: What to Include in a Narrative Appraisal 
Report.  
 
What classes should you take for certified general? 
    Check the requirements for certified general in your state. Be sure to take your 
classes from the Appraisal Institute, as most commercial appraisers prefer them. 
Check www.appraisalinstitute.org  to see when and where classes are offered. 
    If you already have a non-business related bachelor's degree, I strongly 
recommend taking finance and accounting classes as they will give you the 
foundation for commercial appraising. When I started appraising, I came from a 
science background, so my math skills were strong. I never even had an 
economics class. 
 I needed to gain a business education, so I got an MBA in 1980, which 
definitely improved my appraisal skills, both residential and commercial.  
    If you are a licensed or certified residential appraiser, you probably already have 
basic appraisal principles, procedures, statistics, and USPAP.  
 Go to www.appraisalfoundation.org  for the most current appraisal licensing 
requirements, including how many hours of commercial appraisals are required. 
Also, check with your state regulator, who may have more requirements. AQB 
requirements are the minimum. See how many of your residential hours count for 
your certified general.  
 
Live local classes are best     
 Taking online classes is NOT recommended. If you cannot find local 
classes, see which required courses are offered online by the Appraisal Institute 
and do live stream.  
 Live in person is much, much better for networking with the instructor and 
other attendees. I still remember my first income class, which I took in 1977 from 
the Society of Real Estate Appraisers. 
    Do NOT take classes from any provider except the Appraisal Institute or other 
well-known professional appraisal associations, such as ASA. I don't recommend 
any proprietary schools for licensing classes. Commercial appraisers prefer 
classes from AI, ASA, or other national professional appraisal associations.  
 
  

http://www.appraisalinstitute.org/
http://www.appraisalfoundation.org/


  
Page 17  March 2023 Appraisal Today 
 
 

How many extra experience hours will you need? 
    Check with the Appraisal Foundation for the minimum requirements.  
    Also, check with your state regulator for additional experience requirements, 
such as the variety of appraisal types required and types of reports. 
 
What about a college degree? 
    A college degree is required for certified general. A degree in finance, 
accounting, English, or real estate is preferred to get someone to train you. 
 
What about getting an MAI designation? 
    If you want to make a good, steady income in commercial appraising, get an 
MAI designation, which requires a bachelor's degree. I will never give up my MAI.  
 
Difference between markets for 2-4 and 5+ units 
    I never use 4-unit apartments as a comp for a 5+ unit appraisal.  
    The market is different due to financing. Fannie Mae loans on 2-4 units and has 
good terms. 5+ units are similar to commercial buildings with much less favorable 
financing terms. As mentioned elsewhere, they are all about the income-producing 
potential.  
 
Do a 5-unit apartment building for free to see if you like it 
    You could use a 4 unit appraisal you did and "simulate" a 5-unit building, writing 
it up on the 71B form. Add another unit in the drawing, such as a detached or a rear 
addition unit, and put it on the sketch and description. Or divide a larger unit into 
two smaller units. Put it on the sketch. Then you could easily see the difference, 
using the 71B apartment form.  
    When I started my appraisal business in 1986, I needed sample apartment 
reports as I had previously worked for assessors' offices. I offered to do free 
appraisals on two apartment buildings owned by a friend. He said yes, of course. 
 When you look for a supervisor, you will have one or more sample 5+ 
apartment form appraisals.  
 
Tips on finding a supervisor 
    If you decide to pursue apartment appraising, the best place is to network at 
Appraisal Institute, ASA, or other association meetings that have many 
commercial appraisers attending. It may help to network at other appraisal groups, 
such as your state coalition. When I started my business in 1986, pre-licensing, I 
went to weekly local meetings of the AIREA and SREA (later combined to form the 
Appraisal Institute). I met many local commercial appraisers who helped me get 
started.   
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    Join, and be active in your local Appraisal Institute chapter. You will meet 
appraisers looking for commercial trainees.   
    Many commercial appraisers prefer to do something other than apartments, 
particularly small 5+ unit properties. You could do them for your supervisor for a 
low fee. 
    Fortunately, commercial appraisers do not expect a trainee to pay them to be 
trained or to work for free. Working for free is illegal in many states. You must be 
paid the minimum wage. Many trainees start by confirming comps and other 
research tasks.   
    As a licensed or certified residential appraiser, you will need to have a certified 
general supervisor review your work and "sign off" on your commercial appraisal 
experience.  
    For non-lender work, check your state requirements. You may not need a 
co-signature for non-lender work. However, you need someone to advise you per 
USPAP's competency rule.  
    Some states allow certified residential to do non-residential commercial 
appraisals over a specified dollar limit and get experience credit.  
    Offer to "tag along" with a commercial appraiser on a small apartment 
assignment to see how the inspection is done. Then offer to do a parallel report 
and have them review it. You can offer to pay a review fee if necessary.   
    If you can't find anyone to tag along with, try doing one yourself on the 71B form. 
They are not very difficult.  
    Suppose you really want to do commercial appraising. In that case, I strongly 
recommend taking basic commercial appraisal classes from the Appraisal 
Institute, to show that you are motivated and serious about becoming a 
commercial appraiser. The classes can be difficult.  
    You will need good math skills and know how to use Word and Excel for 
commercial narrative appraisal reports.  
 
Doing both commercial and residential - financial issues 
    I have always done both, but it is relatively unusual where I am. Most who do this 
started in residential, then moved to commercial, which I did many years ago.  
    I like both. Residential is fast, focusing much more on the market than the 
numbers. Commercial and apartments can be challenging and take much longer 
than 1-4 unit appraisals. The primary focus is on income. 
    Transitioning from residential to commercial can be difficult financially. Many do 
residential appraisals on the side to supplement their income from commercial 
appraisals. Most commercial supervisors want you to work full-time for them.  
    It may be easier if you start part-time doing 5+ unit apartment appraisals and 
then transition into commercial.   
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Should you do commercial (non-apartment) narrative appraisals? 
    If you're an experienced residential appraiser, you already know what you like 
about appraising.  
    Differences between commercial (non-apartment) appraising and residential 
appraising include: 
• Much fewer comps and listings available. 
• Expensive data. 
• Time on the phone trying to get information from people on sales and listings. 
• Working with numbers and spreadsheets. 
• Spending lots more time on each appraisal. 
• Lots of learning in classes and individual training. 
• Good writing skills for narrative reports. 
• Spending most of your time in the office instead of in the field.  
• Need a network of other appraisers for advice, comparable rents, and sales, etc.   
 
Useful book: "The Valuation of Apartment Properties"   
    The Appraisal Institute publishes the second edition of "The Valuation of 
Apartment Properties". The book uses two examples: a 12-unit building and a 
150-unit property.  
    This book is "textbook" style and is written similar to basic appraisal books.  
    Since the book includes both the small apartment and the large apartment 
complex, some of the material is an overkill for small apartments.  
    But the book has some practical information, such as a sample pro-forma 
statement and how to calculate and use an Overall Capitalization Rate.  
    Most appraisals for small apartment properties in my area are done on the 71A 
or 71B form. In some areas, narrative appraisals are done. The book does not go 
through the form.   
    If you're new to Income property appraising, buy this book. 
    To order the book, go to www.appraisalinstitute.org  or search for the name and 
Appraisal Institute. 
 
Useful book: "Using the Small Residential Income Property Appraisal 
Report" 
    The Appraisal Institute published this very practical book on appraising 2-4 unit 
properties using the 1025 form.  
    The book does not include a "sample" report but goes through the report line by 
line, explaining what is needed.  
    The Appendix includes an analysis of Form 216, Operating Income Statement. 
This is used for lending purposes, not appraisal purposes, but requires most of the 
data for the 71A and 71B forms.    

http://www.appraisalinstitute.org/
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    To order the book, go to www.appraisalinstitute.org and search for the book 
name and Appraisal Institute.  
 
Should you do apartment appraisals? 
    There are fewer opportunities for the future in residential lender appraising, 
which are the vast majority of appraisals.   Expanding into commercial and 
apartments can help you withstand the significant ups and downs in residential 
lending. Also, it can help when expanding into non-lender work. 
 
Future articles in this newsletter  
    I will have lots more details on moving from residential to commercial, finding 
commercial appraisers for advice, sharing comps, rents, and ideas. Plus, finding a 
supervisor. 
 
====================================================== 
 

Making Adjustments in Today's Market 
 
By Doug Smith, SRA 
 
The Federal Reserve, in an effort to stem inflation, moved aggressively to raise the 
prime rate, triggering an immediate downturn in mortgage applications as 
mortgage interest rates quickly rose.  
    In addition, the unsettled economy struggling to rebound after the effect of the 
Pandemic has stalled to some degree. This influences both buyers and sellers of 
homes to pull back from buying and selling decisions.  
    Most markets in Montana are reporting low inventories of homes for sale. With 
little indication of any return to even a somewhat normal market, appraisers must 
consider dealing with the rapidly dwindling number of comparable sales to support 
value conclusions. 
 
The Past: Three Comps  
    Appraisers will recall when comparable sales were plentiful and three 
comparable sales were sufficient to base an opinion of value. Appraisers sought to 
bracket the subject using three comparable sales.  
    Like the bedtime story of Goldilocks and Three Bears, appraisers sought to 
identify three sales like the porridge Goldilocks finds in the home of the three 
bears: one hot, one cold, and one just right.  
 
Today appraisers must expand their scope of work 

http://www.appraisalinstitute.org/
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    Appraisers must expand their search and find not only the three reasonably 
similar comparables, but with an unsettled economy, lenders will soon be asking 
for not only additional sales, but active listings.  
    Some appraisers have already expanded their scope of work to include more 
than the traditional three comparable sales. All appraisers under current market 
conditions must expand their scope of work to include additional comparable 
sales. These are likely to stray from sales that are reasonably and directly 
comparable.  
 
Adjustments are challenging  
    The real challenge for appraisers, whether due to scarce comparable sales or 
the requirement to provide more comparable sales and listing, is adapting to the 
need for greater attention to the adjustment process.  
    Like Goldilocks, appraisers are finding lumpy and watery porridge in search of 
porridge (Comparable sales) that are "just right".  
    Market conditions, then, require the appraiser to place more emphasis on the 
adjustment process as more comparable sales differ in material ways from the 
property being appraised. 
 
Adjustment Strategy Overview 
    Appraisers are finding they must test the logic behind extracting and supporting 
adjustments.  
    There are twenty common elements of comparison on the typical 1004 ranging 
from real property rights conveyed to porches/patios/decks. If an additional item is 
added in the space provided, there are twenty-one or more.  
    Mark Rattermann, in his book, Using Residential Appraisal Report Forms sets 
out a strategy for approaching the adjustment process.  
    In each case, Rattermann offers the generalized format of discussing the main 
avenues to extract adjustments: the income approach, the sales comparison 
approach, and the cost approach.      
 For some adjustments, Rattermann points out the helpfulness of surveys or 
interviews. This part of the book is essentially a confidence builder for appraisers 
because of the openness of the process. It clearly avoids settling on one way of 
deriving adjustments.  
 
Using Cost and Income Approaches 
    Rattermann's approach to methods for extracting and supporting adjustments 
for the gross living area considers alternatives such as the Cost Approach and 
Income Approach.  These approaches, according to Rattermann, are possible. 
Still, the cost approach is very labor intensive as it is based on differences in costs 
less depreciation between the subject and comparable sales.  
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    In these inflationary times, the Cost Approach may be difficult to use effectively. 
There also may not be good data readily available for the Income Approach in 
calculating differences in GRM.  
    The paired data analysis method will work well for the GLA. Rattermann's 
emphasis in this section is on the sensitivity analysis where the appraiser enters 
the attributes of the subject and the comparable sales on an adjustment grid and 
then tries various rates of adjustment until the range in indicated values narrows. 
Examples of this type of analyses are set out in the text.  
 
Adjusting for Date/Time and Location 
    Two items require more attention in the present market. Home values will surely 
decline over time, and with scarce comparable sales, some reasonably similar 
properties may be located outside the defined neighborhood. Therefore, 
adjustments for Date of Sale/Time and Location will require increased attention. 
    Some adjustments, like Date of Sale/Time, are straight forward and are based 
on the contract date (meeting of the minds) per Fannie Mae guidelines.  
    Lenders will be demanding comparable sales sold in the last 90 days, and some 
will require sales in the last sixty days. These ideal sales are not always available 
and appraisers must dust off their methodology to determine an accurate market 
condition adjustment with the sales comparison approach the most likely avenue 
to determine an adjustment.  
    The consideration of market data sets off a new interest in using Excel to solve 
appraisal problems. Some appraisers, rather than using a series of sales for 
extracting market change, have turned to a simple regression analysis to derive 
the change.  
 
Changes in sales by square foot 
    Changes in sales by square foot are the most common way to analyze the 
present market. 
    The primary emphasis for selecting comparable sales is those properties 
considered representative of the highest and best use of the site.  
    Comparable sales of the same size, age, quality, and condition can be 
compared outside the neighborhood with careful attention to site value as the more 
recognizable variable.  
    Many appraisers consider that location is aligned with the site value and, 
therefore, carefully apply a strict cost approach, if possible. Site value may be 
determined by sales, extraction, and by allocation.  
    The most common approach, however, is to compare two identical homes in 
differing locations, comparing prices to establish the adjustment derived for one 
location versus another. 
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Land vs. Site  
    One proviso is in order. The word "land" and "site" have differing meanings. A 
site is a parcel that is improved and ready for development. Land is raw 
unimproved land. Underwriters toss around the word land when they mean site. 
 
Site Adjustments 
    According to Rattermann, most appraisers use this line to compensate for the 
size of the site. Appraisers are finding comparable sales that are otherwise similar,  
but have differing site sizes.  
    Most appraisers use the sales comparison approach to support an adjustment 
for site size. Rattermann cautions against using one pair of sales since a buyer's 
motivation may differ. The comparison of improved property sales with small lots 
versus improved property sales with large lots could give an indication of the 
correct adjustment on this line.  
    Again, a simple regression analysis is an effective way to derive this adjustment 
if sales are available. Of course, the more efficient way is to plot the sales in Excel 
and derive a slope. 
 
Actual Age/Condition  
    Condition is not the same as age. In reviews I complete, many appraisers use 
the effective age instead of actual age. Appraisers list the actual age and then note 
the estimated effective age on the Actual Age line and then make some illogical 
adjustment, such as 1% of the sales price per year for the difference in effective 
age or a standard amount such as $1,500 per year.  
    If there is to be an adjustment for condition, then this adjustment belongs on the 
line for condition. Some appraisers, rather than use the descriptions "average," 
"fair," and "good," insert the effective age.  
    While using effective age as a numerical rating, it is not logical to replace actual 
age because it offers a second condition variable to the form. Newer homes sell for 
more than older homes, and deriving an adjustment is best accomplished with a 
set of paired sales.  
    The Cost Approach is difficult to use for an actual age adjustment due to 
differing short and long lived items. Therefore, the sales comparison approach 
using paired sales or the variation of a sensitivity analysis, using alternate 
adjustments bringing the indicated adjusted sales price into line with the other 
comparable sales, is the most common way to derive this adjustment. 
 
Condition adjustments 
    Adjustments for building condition are common in older properties, and as the 
market disintegrates must be applied for homes that are foreclosed on or have 
been rented.  
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    Appraisers are using the cost to cure in deriving adjustments for condition. It is 
based on the logic that the typical buyer would adjust for a better or worse 
condition related to the cost of bringing the property up to acceptable condition.  
    Support for a condition adjustment may be accomplished by estimating the cost 
plus profit for bringing a property up to acceptable standards.  
    If the cost to cure is used, appraisers must be careful to identify the typical 
buyer, ensuring that if investors are active rather than an owner-occupied buyer, 
the issue of profit is taken into account.  
    If a property requires substantial work and updating, the average retail buyer 
may not represent the typical buyer for that property.  
    Who the buyer is likely to be must be determined. Unfortunately, some lenders 
attempting to market an REO property do not select a real estate agent 
appropriate to the type of buyer that is likely to purchase the property.  
    Clients must expect an accurate description of the needed repairs and 
improvements on which to make a judgment as to the most appropriate 
representative to market the property. 
    The key to making condition adjustments is the degree of analysis and 
explanation. The narrative section should include a discussion of recent 
remodeling work that warrants noting the subject as superior to the comparable 
sale used in the analysis. The discussion must include remodeling work completed 
for each comparable and/or required work for the subject or comparable.  
 
Conclusion 
    Most appraisers agree that comparable selection is at the heart of producing a 
credible appraisal.  
    In the current economic downturn, comparable selection will be more difficult, 
with lenders adding to the challenge by requiring more recent and a greater 
number of comparable sales.   Comparable selection is straining the limits of what 
makes up a comparable property and what makes a property reasonably similar.  
    Therefore, it is reasonable that appraisers must challenge their previous 
assumptions about adjustments. The analysis must reflect market behavior, and 
adjustments must be consistent with the three approaches to value.  
    Paired sales remain the preferred method, but appraisers are expanding their 
outlook to include data analysis and regression analysis using Excel.  
    However, having a handle on depreciation is becoming critical in this market 
with the expected onset of more and more REO properties in less than typical 
condition.  
    Mark Rattermann offers a common-sense recipe for the overall adjustment 
process: "All adjustments should be logical, consistent and supportable."  
 
Where to purchase Ratterman's books 
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    Mark's books are available from the Appraisal Institute. All of them are on my 
bookshelf.  
 Editor's comments: I reviewed most of them in this newsletter. He is the best 
residential appraisal author. To purchase the book used in the article Google: 
Using Residential Appraisal Report Forms by Mark Ratterman. The book was 
written in 2009 but is still relevant today.  
 
About the author 
 Doug Smith has an appraisal practice in Missoula, Montana, and is a  
certified general appraiser doing both residential and commercial appraising with a  
specialty in high end residential properties as well as hotel, bar and restaurant 
commercial businesses.  
He has an MBA from the University of Montana and the SRA designation  from the 
Appraisal Institute as well as an AI-RSS review designation.  
Doug can be contacted at hotelman@montana.com  
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=================================================== 
 
SEE ORIGINATION GRAPH BELOW – LOAN VOLUME FOR REFIS HAS 
BEEN SIGNIFICANTLY DECLINING.  IN SOME AREAS, APPRAISAL FEES BY 
AMCs AND LENDERS ARE DECREASING DUE TO LOWER BIDDING FROM 
APPRAISERS. SOME MARKETS ARE STILL STRONG. MORTGAGE RATES 
ARE GOING UP AND DOWN.  
 
MBA Loan Application Index 1/19 TO 3/22 
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