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an honest appraisal
determining the bank value of an architect-designed house in a skittish
economy.
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Like Ryan, Lerner runs construction data with
appraisers when necessary. And making the
case for existing homes often involves casting
a wider geographic net. Coming up with a
number on a Neutra home, for example,
might mean comparing 10 other homes by the
architect outside the customary one-mile
radius and adjusting for neighborhood to
establish a price that better reflects the
architecture. In some regards, iconic homes
have become an easier sell to banks, Lerner
says. Most people recognize pedigree and the
premium that goes with it. “They know who
Schindler, Wright, and Gehry are but not
necessarily the younger architects who are
doing good work—a Warren Wagner, AIA;
Jesse Bornstein, AIA; Lorcan O'Herlihy, AIA;
or Studio Pali Fekete architects, for example.”
In those cases, Lerner is quick to point out the
use of innovative, yet practical materials such
as rainscreens that protect the exterior,
engineered wood floors that save natural
resources, or the extra care the architect took
to create sight lines.

ADVERTISEMENT

www.CLOSETbay.com

Ads by Google

email this article
print this article
subscribe to residential architect
subscribe to newsletters

more articles from the practice section

Even though such research can be done on
the fly, appraisers are supposed to inform
clients if they don't have experience with
unusual properties or haven't worked in a
particular community. “Not every appraiser
should take an assignment like this; they'll
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should take an assignment like this; they'll
miss something and get it wrong,” says
Lawrence Netterville, executive vice president of the National Society of Real Estate Appraisers
in St. Louis. He explains that valuing a unique property means drilling down to submarkets to
see who's competing for it and what kinds of characteristics they're looking for, and then looking
at comparables and adjusting for differences. He advises owners to check the appraiser's
credentials. On the other hand, a house that costs more than $100 per square foot more to build
than its neighbors raises a red flag about the market's ability to absorb it. “The way we look at it
is that banks are taking a defensive position: What if I can't move my money?” Netterville says.
“They don't care how hip or cool it is from an ecological or other standpoint, if the design is so
unique and nonconforming that it will narrow the field of buyers.”
Appraiser Alan F. Simmons, SRPA, LEED AP, Colorado Springs, Colo., agrees that a property's
uniqueness cuts both ways. “The estimate is based on market value, not on the one out of 20
homeowners who might appreciate something super-personalized the architect did,” he says.
“The further you get from the standard norm, the higher the chance that some of the costs won't
translate into value.” The average buyer, he adds, is still most influenced by kitchens and baths.
However, Simmons recognizes that “dealing with an unusual house is a two-way street. We
would need to get plans or specs and interview the builder, architect, or cost estimator to find out
what makes it different, and would figure in the architect's fee.”
Green homes will soon be getting the credit they deserve, thanks to coursework Simmons
recently developed for the Appraisal Institute in Chicago. An online seminar on how to value
green residential properties debuted last November, and this year Simmons will take the show on
the road. Energy efficiency, the most quantifiable component, is weighted the most heavily. So
far, benefits such as better indoor air quality and the use of recycled materials don't directly
translate to value in an appraiser's book. “The biggest factors are utility cost, water usage,
durable materials, and low maintenance, which translate to functional utility,” Simmons says.
“We try to look at the life-cycle analysis and return on investment, but the pattern is still
emerging. Five years from now we'll have more market evidence on the value of green homes.”
award-winner or white elephant
The comp method is the easiest way to value a house, but it's not the only way. An alternative is
to look at a house's components and consider their replacement value, like an insurance
company does, suggests Jeremiah Eck, FAIA, a partner at Eck MacNeely Architects in Boston.
In the old days, he half-jokingly offered his clients the option of giving him a percentage of the
house's increased value in lieu of a design fee. “The truth is that if they'd taken me up on it 20
years ago, I'd be richer than I am now,” he says. “Architects' houses are better built, sited, and
detailed. And they generally hold up, as long as the style—and I hate that word—is consistent
with the tradition in New England in our area.”
These days, though, even a small deviation from the norm can be a sticking point. “Even in my
genre, which is a mix [of modern and traditional], some banks are saying that they don't feel it's
a house they could underwrite because it's a little too different from the rest of the houses in the
neighborhood,” Eck says. “I find that extraordinary.” A recent example is a post-and-beam
house he designed with living spaces on the second floor to catch a better view of the swamp.
The client is searching for a mortgage, and in this skittish economy, the bank didn't want to
touch it.
Given the experience of the past five years, Eck is dubious that appraisals offer a reliable
standard of worth. In perfect hindsight, he says, using the comp system alone to justify the worth
of a house has been a wholesale failure. “If appraisers had been more honest and professional
during the last five years, some of these increased values would have had more realism to them,”
he says. As a case in point, Eck recently purchased a house for $300,000 less than what he
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he says. As a case in point, Eck recently purchased a house for $300,000 less than what he
estimates it cost the owners to build four years ago. He put a good chunk of money down, and
the house was appraised at slightly more than the value of the mortgage. “The number didn't
reflect anything except safety to the bank,” Eck says. “If he'd asked what was put into it—
construction cost, value of the land—it would have been much higher. Appraisers in this climate
are reluctant to say a house is worth $100,000 more than you paid for it. Either that, or they need
to get with it and look at the value of houses in a hard sense, because now more than ever,
people are looking for real value.”
But in a subjective world, the value of some one-off homes will always be in the eye of the
beholder. Tom Kundig, FAIA, a principal at Olson Sundberg Kundig Allen Architects, Seattle,
tells the story of a client who spent $1.1 million on her house and land. Shortly after completion,
the property was judged to be worth about $600,000 by an appraiser who viewed it as an ugly
concrete bunker—a teardown. Six months later, though, a prospective client of Kundig's walked
through the house and offered her $3.5 million in cash. “It's a strange marketplace,” he says.
“On one hand you have an appraiser who doesn't know what he's looking at, and on the other, it
doesn't matter how much it costs to people with means. It's not a financial matter: They just want
what they want.”
show and tell
Oil prices, climate change, and the credit crisis all will fundamentally change the way in which
cities are built, and the value of real estate,” predicts John Brown, RAIC, an architecture
professor at the University of Calgary in Alberta. He's also the founder of housebrand, a
design/build/furnish firm that gives middle-class consumers an alternative to mainstream
production homes, and a companion Web site called Slow Home (www.theslowhome.com).
Since embedding himself in the housing market by adding the Realtor hat 14 years ago, Brown
has been talking to appraisers about such things as the difference that $30,000 worth of windows
makes, and why that should be reflected in the home's value. His firm, housebrand, builds or
renovates about 40 dwellings a year in inner-city Calgary (ranging in construction cost from
$150,000 to $3 million), and they're starting to resell for 10 percent to 50 percent higher than
others on the block. In addition to their superior design, Brown chalks up the success to his
relationship with a bank and the three appraisers whom he trusts to value the projects. “My role
as Realtor and contractor and architect erases the perception—rampant but not true—of the
flighty architect,” he says. “Your work carries some weight if you can provide market data and
tangibly [explain] why a house sold for $50,000 more.” It's akin, Brown adds, to changing a
value determination based on a better lot, view, or street, and appraisers get that shift. But
whether they feel comfortable putting their name on the line is a matter of time and experience.
“We're at the beginning of a pretty radical shift in the way the housing market works,” he says,
“and it's a huge opportunity for architects to get involved and not just complain.”
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