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Introduction

ÁRegulators have a new focus on appraisal 

violations in light of massive deterioration 

in market conditions



Introduction

ÁNumerous violations uncovered
ÁAppraisal ordering and reviewing by account officers

ÁAppraisal requirement being waived for new loans and renewals

ÁAppraisals not meeting USPAP and regulator requirements

ÁEvaluations not being done at loan renewal



Introduction

ÁMany banks not in compliance since 

founding

ÁLeeway granted for smaller institutions

ÁRegulations specifically permitted account 

officers to perform evaluations provided 

they were not involved in that credit 

decision



Introduction

ÁSignificant abuse of this policy found

ÁAs banks grew, the policy was kept rather 

than adding appraisal staff

ÁCost often cited

ÁRegulators are requiring collateral re-

valuations at all renewals now

ÁIndicating a zero-tolerance policy for 

appraisal violations



Introduction

ÁSo, since an appraisal administration 

program is now expectedé..

ÁWho is in charge?

ÁWhat are the options?

ÁHow to comply?



Who is in charge?

ÁAppraisal function is handled in Credit 

Administration

ÁThe bankôs Chief Credit Officer is 

responsible for oversight of the appraisal 

function

ÁCreation and enforcement of appraisal policy 

and procedures



What are the valuation options?

ÁAppraisals

ÁEvaluations

ÁBPOôs (Brokers Price Opinion)



Valuation Options - Appraisal

ÁMost comprehensive choice
ÁSelf-Contained Report

ÁSummary Report

ÁLikely most expensive option

ÁMay be best option for smaller institutions
ÁHowever, review by someone qualified and not 

involved in the credit decision is still required and 

must be documented



Valuation Options - Evaluation

ÁBank business may not be best served by 

ordering appraisals for all renewal 

transactions due to volume, customer 

service, etc.



Valuation Options - Evaluation

ÁCan be performed by internal qualified 
staff

ÁOr by third party appraiser
ÁRestricted Report

ÁLess expensive, can be reliable if a 
previous summary or self-contained report 
exists

ÁAvailable since FIRREA was created, but 
not emphasized until current crisis



Valuation Options - Evaluation

ÁImportant: This type of report cannot stand 

alone and cannot be reviewed as an 

appraisal report!


