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A Spotlight on Commercial
Appraisals

Service 1st, Covius' national AMC, is well known for its residential appraisals
and quality control reviews, but the firm has also developed a significant
commercial valuation practice that is growing with lenders and investors
nationwide. To get a better sense of the commercial side of the business, we

recently sat down with Mark Cassidy, the Chief Valuation Officer at Service 1st.

Q. Can you give us a sense of the scope of your commercial
business, Mark?

We've been doing commmercial valuations for more than 10 years. Today our average commercial
appraisal is typically for a property valued in the $5 million - $20 million range, and the property
could be anything from a multifamily property, to a professional building, to a mid-rise in lower
Manhattan. Service 1st provides a full spectrum of commercial valuation services and products
ranging from BPOs all the way through full commmercial narrative appraisals across all property
types. We're also seeing a growing interest in exploring alternate valuations, both for time and
cost savings. About 70% of our volume comes from lenders, the rest from investors.
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Q. How do commercial appraisals differ from residential?

Basically, what you are trying to solve for is different in a commercial versus a non-income
producing residential appraisal. If you've got a non-income producing residential appraisal,
you're typically giving the most weight to a sales comparison approach. You're looking for other
similar properties that you can compare it to. You make your adjustments, you reconcile your
adjustments and you estimate a value, as opposed to commercial appraisals where you're looking
in Many cases at their income producing capability. The income approach in a commmercial
valuation includes calculating the cashflow that would come off a given property, along with
researching the likeliness of that cashflow continuing. A sales comparison approach can be
applicable in commmercial appraisals and also a cost approach, depending on the property type.
The scope of work tends to be much more complex compared to a typical residential valuation.
A traditional commercial appraisal is a full narrative report, and it can be more than 200 pages.
The turn time, depending on the clients’ needs, usually runs from two weeks to a month.

Q. What's the advantage of using an AMC, like Service 1st, for a
commercial transaction?

There are some very competent commercial appraisal companies in the marketplace. We can look
at a specific property type in a given location with the needed turn time and then select the right
appraiser or firm, based on their knowledge of the market, the property type and the fair market
price for the valuation. And that's really where we've excelled in this marketplace.

Q. You mentioned that there is a growing interest in alternative
valuations in the commercial space, could you elaborate on this?

After the recent fires in California, regulators have begun allowing banks to waive traditional
appraisals for affected properties, if they can offer another suitable valuation method. This can
be an e-valuation, where it's a desktop valuation; it can be a BPO; or there's our new Service

st hybrid commercial AVM that fits well into this category, too. Our hybrid commercial AVM,
which we introduced last year, is different from a standard AVM in that we use our commercial
appraiser panel to research information on the subject property, income data and comparable
sales and then our system inputs this data into the algorithm. The algorithm runs as an AVM,
but we're making sure that the data that goes into it is relevant, documented and high quality.
This has resulted in valuation accuracy that outperforms a traditional AVM.

We're also seeing interest in using our hybrid AVM to “test drive” deal values without investing
$3,000 or $4,000 into a full appraisal. Similarly, we expect banks and investors will use it to
update CRE values within their portfolios. Additionally, we expect that some lenders will use the
AVM to underwrite small balance originations and refinances that they will hold in portfolios.
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