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Introduction

AReguIators have a new focus on appraisal
violations In light of massive deterioration
In market conditions



Introduction

ANumerous violations uncovered

A Appraisal ordering and reviewing by account officers

A Appraisal requirement being waived for new leans and renewals
A Appraisals not meeting USPAP and regulator requirements

A Evaluations not being done at loan renewal



Introduction

AI\/Iany banks not In compliance since

founding
ALeeway granted for sma

ler Institutions
Dermitted account

AReguIations specifically

officers to perform evaluations provided
they were not invelved in that credit

decision



Introduction

ASignificant abuse of this policy found

AAs banks grew, the policy was kept rather
than adding appraisal staff

A Cost often cited

ARegulators are requiring collateral re-
valuations at all renewals: new.

Alndicating a Zero-telerance policy: for
appraisal vielations



Introduction

ASo, since an appraisal administration
pr:ogr-am-i:S--nowW expect
AWho is in charge?

AWhat are the options?
A How to comply?



Who IS In charge?

AAppraisaI function is handled in Credit
Administration

AT he . bankos: Chief Cr ec
responsible for oversight of the appraisal
function

A Creation and enforcement of appraisal policy
and precedures



What are the valuation options?

AAppraisaIs
AEvaluations
AB P20 0:5 (-Breokiers Pri ce



Valuation Options - Appraisal

AMost comprehensive choice

ASelf-Contained Report
ASummary Report

ALiker MOSt expensive option

AMay e best option for smaller istitutions

AHowever, review by semeone gualified and not
Invelved in the credit decision Is still reguired and
must be documented



Valuation Options - Evaluation

ABank business may not be best served by
ordering appraisals for all renewal
transactions due to velume, customer
Service, etc.



Valuation Options - Evaluation

ACan be performed by internal qualified
staff

AOr Py third party appraiser
- ARestricted Report
ALess expensive, can be reliable if a

previeus summary: or self-contained report
EXIStS

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



Valuation Options - EvValuation

Important: This type of report cannot stand



