THERE IS A WAY
TO APPLY MORE
EFFECTIVE
APPRAISAL
COMPLIANCE
PROCESSES IN
THE ORIGINATION
SPEED ZONE.

Life in the

Fast
Lane

M

ost lenders do
business at 90
miles an hour.
They have to. When
business is booming, as
it was during the majority of 2012 and 2013, it
takes sheer speed to keep
up with — and capitalize on — demand. When
business slows down,
like it did in June of this
year, they shift gears
and put their efforts into
downsizing their staffs,
strategizing their next
course of action, and of
course, figuring out how
they’re going to get their
piece of the shrinking
pie. Whether business is
up or down, lenders are
going full speed ahead in
one direction or another,
because
they
simply
can’t stay profitable if
they don’t. A lender can’t
survive if its staff is leisurely meandering down
the path toward originating and closing loans.
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Lenders really need to be mindful
about their business processes when
moving along today’s breakneck
speeds. It was Benjamin Franklin
who once said, “Make time for all
things. Great haste makes great
waste.” Of course, Mr. Franklin

ing simply isn’t practical in today’s
market. Humans don’t have the consistency, accuracy or reliability to
meet the demands of regulators, the
GSEs or investors 100% of the time.
Human decision making capabilities
are best used in an exception process,

A lender can’t survive if its staff is
leisurely meandering down the path
toward originating and closing loans.
didn’t live in the technology age. But
his words still ring true, especially
for our industry. In a fast-paced environment, lenders who rush forward
without being mindful about their
processes can inadvertently produce
sloppy, error-prone work or find
themselves spinning their wheels,
going around in circles, and spending
costly labor hours while accomplishing very little.
The fast tempo of business isn’t
as much of an issue for larger lenders. They generally have the benefit
of using advanced technologies that
help them ensure quality and compliance throughout the industry’s ups,
downs, twists and turns. Small to
midsize lenders, however, aren’t always as progressive about leveraging
technology. In fact, when it comes to
appraisal underwriting, the vast majority of small to midsize lenders fail
to take advantage of automated processes. This group typically handles
the appraisal review process manually at the hands of a credit underwriter
who happens to be responsible for
that function at the company. Sometimes they’ll use an underwriter and
sometimes they’ll use an appraiser,
but what they don’t use is the sort of
technology that could make the process ten times more efficient while
also capturing the intelligence from
the appraisal data and the reviewer’s
decision.
There is no way to candy coat this
issue. Manual appraisal underwrit-

rather than being put to waste on rote
checklist processing. Manual appraisal underwriting puts lenders at
risk, and it’s probably causing a lot
of inefficiencies along the way, too.
If the advanced technologies used by
large banks are the equivalent of the
industry’s sleek Italian sports cars,
then the small and midsize banks’
manual processes are our parents‘
old station wagons. As reliable as
they once were, those old station
wagons can’t get you where need
to go as safely or quickly. They certainly can’t handle the hairpin turns
of today’s highly regulated market,
particularly when they’re going 90
miles an hour.
So what’s a lender to do if it wants
to switch to an appraisal quality verification technology without breaking
its 90-mile-an-hour pace? Fortunately, there are a few steps you can

PDFs or XML Documents
I’m seeing a lot of lenders using
legacy imaging technologies that
change file extensions and basically
convert first generation PDFs to just
another piece of paper. That’s not
progress. If you want to stay in the
fast lane while transitioning to a better, safer way to underwrite appraisals, do yourself a favor. Stop using
these outdated imaging techniques or
start storing your data in first generation PDF or XML formats.
One of the reasons appraisal quality technologies are so efficient is
because they analyze data straight
from a first generation PDF or XML
file or MISMO XML. If you use an
imaging technology, then circle back
to extract data from the converted
document, then invest the time to
put that data back into a format that
your technology can read, you’ll take
yourself right out of the fast lane and
onto the goat path. Sure, you can use
an OCR technology to extract data
from the document, or you could hire
someone to manually extract the data.
But the easiest and most efficient way
to ensure your data is accessible is to
keep it in readable/parseable form in
the first place.
Make sure to store your data. Storage is so inexpensive these days that
the cost far outweighs the expense
of trying to extract data from a nonextractable source. Data is king. The
industry is only going to become
more and more reliant on data for its
decisioning, verifications and proof
of action. There’s no substitute for

Manual appraisal underwriting puts
lenders at risk, and it’s probably
causing a lot of inefficiencies along
the way, too.
take that will enable you to transition
to using an appraisal quality verification technology without slamming on
the brakes.
Keep and Store First Generation

a data mine that can be parsed to
capture and store the information
and elements of any given appraisal.
Additionally, having a data mine of
your appraisal reports is key to un-

derstanding property risk and reward
in your lending footprint.
Develop a Process for Underwriting by Exception
You don’t want to take appraisal
underwriters completely out of the
process. We will never be at a place
where technology can completely replace human decisioning processes.
That said, it will be to your advantage
to leverage the expertise and core
competencies of your staff. When
you rely on manual underwriting
processes, you’re essentially thrusting the entire gamut of evaluation
and review tasks onto the appraisal
underwriter. However, when you
use an appraisal quality verification
technology, the technology does the
tedious part. It quickly searches and
analyzes the appraisal and reports its
findings on an “by exception” basis.
Appraisal underwriters are a
skilled group, and their salaries
reflect their skills and expertise. If
you use an appraisal underwriter
to review every aspect of every appraisal, which can range from nine to
29 pages, you’re paying an awful lot
for a skilled professional to engage
in very basic tasks, like searching for
empty boxes on a form.
Start building new policies around
exceptions so that when you implement your technology, your appraisal
underwriters can hit the ground running. If you’re using a good appraisal
quality verification technology with
your customized business rules, it
will flag files based on the exceptions
that you predetermine. If you have an
investor with special conditions for
homes that were foreclosed upon in
the last four years, you should be able
to create a rule that flags every appraisal with that particular condition.
If one of your investors has certain
requirements for homes with Chinese
dry wall, you should be able flag for
that as well.
Once you have your policies set,
you’ll get faster, more consistent and
more efficient appraisal underwriting,
but that’s not all. You’ll also have a
documented paper trail that indicates
how an appraisal was underwritten,
complete with the commentary that

explains why certain decisions were
made. Remember, if you’re ever audited, it’s not enough to simply have
a policy. The onus is on the lender
to prove that policy was followed.
Each underwriter reviews collateral
differently, and with different biases.
Whether you have four or 40 underwriters, technology standardizes the
process using your rules.
Develop a Workflow Process and
Training Program for Underwriters
Most lenders already have policies for their underwriting staff.
However, they don’t always have

a more skilled underwriter’s evaluation, it would have a higher score.
This rating system takes the
underwriting-by-exception concept
one step further. Each appraisal is
ranked according to user-determined
criteria, so a supervisor can allocate
appraisals to the appropriate underwriter based on the complexity of
the exception, in literally a matter of
seconds. Plus, if a senior underwriter
needs to train a junior staff member
on certain types of conditions, the
appraisal’s rating can alert when
those conditions are present. That
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an official training protocol when it
comes to underwriting appraisals.
Hiring new staff always takes ramp
up time, which can pose a problem
when you’re going full speed ahead
in your business. Lenders who want
to operate a little leaner often get
around this predicament by maximizing their staff. They train junior
staff for more senior underwriting responsibilities. If you set up a training
program for your underwriters prior
to implementing your appraisal quality verification technology, in-house
training won’t merely be easier, it’ll
be faster and more efficient, too.
Choose a technology that goes
beyond analyzing appraisals and reporting on quality. If you want to stay
in the fast lane and operate leaner
with staff training, find a technology that also ranks appraisals based
on the complexity of the exceptions
it uncovers. In other words, if the
exceptions are minor, it would have
one score. If the exceptions require

way, both the senior and junior underwriter can maximize their output
at all times. They can stay in the fast
lane, fulfilling their usual professional responsibilities the majority of the
time, only stepping outside of their
day-to-day activities to train together
when specific training conditions are
met.
When you’re running at warp
speed just to stay profitable, it’s very
easy to think that you don’t have
time to implement new technologies,
regardless of how much they’ll improve your processes and protect you
against noncompliance. However,
it’s still very possible to upgrade to
a safer, more advanced and progressive vehicle when traveling at the
high speeds a successful mortgage
business demands. By taking a few
simple actions prior to implementing your technology, you can protect
your bottom line while elevating
quality and compliance, without having to leave the fast lane. 

