
F e d e r a l  R e s e r v e  B a n k

OF DALLAS

W IL L IA M  H .  W A L L A C E
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AND CHIEF OPERATING OFFICER November 9, 1990

Circular 90-83

TO: The Chief Executive Officer of each
member bank and others concerned in 
the Eleventh Federal Reserve District

SUBJECT

Personal Property Appraisals 

DETAILS

The Appraisal Subcommittee of the Federal Financial Institutions 
Examination Council (FFIEC) has requested public comment on the feasibility 
and desirability of extending the provisions of Title XI of the Financial 
Institutions Reform, Recovery, and Enforcement Act of 1989 (FIRREA) to the 
function of personal property appraising and personal property appraisers.

Title XI of FIRREA requires that real estate appraisals utilized in 
connection with federally related transactions be performed in writing in 
accordance with uniform standards by individuals whose competency has been 
demonstrated and whose professional conduct will be subject to effective 
supervision. Section 1122 of Title XI directs the Appraisal Subcommittee of 
the FFIEC to conduct a study to determine the feasibility and desirability of 
extending the provisions of Title XI to the function of personal property 
appraising and personal property appraisers in connection with federal 
financial and public policy interests. The Appraisal Subcommittee is to 
report its findings to Congress in February 1991.

Comments should be received by the Appraisal Subcommittee, Federal 
Financial Institutions Examination Council, 1776 G Street, N.W., Suite 850B, 
Washington, D.C. 20006. Comments are due by December 24, 1990.

ATTACHMENT

The FFIEC’s notice as published in the Federal Register dated 
October 24, 1990, is attached.

For additional copies of any circular, please contact the Public Affairs Department at (214) 651-6289. Bankers and others are encouraged to use the following 

toll-free number in contacting the Federal Reserve Bank of Dallas: (800) 333-4460.

This publication was digitized and made available by the Federal Reserve Bank of Dallas' Historical Library (FedHistory@dal.frb.org)
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MORE INFORMATION

Questions concerning the FFIEC’s proposal should be addressed to Jim 
Porter at (202) 906-5743. For additional copies of this circular, please 
contact the Public Affairs Department at (214) 651-6289.

Sincerely yours,
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FEDERAL FINANCIAL 1NSTSTUTJONS 
EXAMINATION COUNCIL

Request for Comment on  Personal 
Property Appraising

a g e n c y :  A ppra isa l Subcomm ittee. 
F edera l F inancial Institutions 
E xam ination  Council.

ACTION: R equest for com ments.

SUMMARY: The A ppraisa l Subcom m ittee 
of the Federal F inancial Institutions 
E xam ination  Council (“A ppraisa l 
Subcom m ittee") is issuing a reques t for 
com m ents on the feasibility  and
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desirabiiiiy  o f ex tending  the provisions 
of title XI of the  Financial Institu tions 
Reform, Recovery, an d  Enforcem ent A ct 
c f  1989 to the function of p ersona l 
p roperty  appra ising  and  p ersonal 
p roperty  appra isers .

This reques t for com m ents affords all 
in teres ted  p arties  an  opportunity  to 
provide su b stan tive  com m ents and  da ta  
on the possibility  of creating an  
ap p ra isa l regulatory fram ew ork  for 
personal p roperty  evaluations sim ilar to 
the supervisory  schem e for rea l e s ta te  
appra isa ls . The A p p ra isa l Subcom m ittee 
will cearefuily  rev iew  an d  consider the 
com m ents received w ith in  the contex t of 
com pleting its study. 

d a t e s : C om m ents m ust be received on 
or before D ecem ber 24,1990.

ADDRESSES: All com m ents should  be 
sen t to the A ppra isa l Subcomm ittee, 
F edera l F inanc ia l Institu tions 
E xam ination  Council, 1776 G S treet 
NW., suite 850B, W ashington, DC 20006 
or de livered  to the sam e ad d re ss  
b e tw een  the hours of 9 a.m. an d  5 p.m. 
on business  days.

FOR FURTHER SNFORf&ATSON CONTACT:
Jim Porter a t (202) 906-5743. 

SUPPLEMENTARY INFORMATION: The
purpose  of title XI of the Financial 
Institu tions Reform, Recovery, a n d  
Enforcem ent A ct o f 1989 is to prom ote 
the safe ty  and  soundness of insured  
institu tions by  requiring the rea l es ta te  
ap p ra isa ls  utilized in connection  w ith 
federally  re la ted  tran sac tio n s  be 
perform ed in  writing  in acco rdan ce  w ith  
uniform s ta n d a rd s  by ind iv iduals w hose  
com petency  h as  b een  d em o n stra ted  an d  
w hose  professional conduct w ill be 
sub jec t to effective supervision. Section 
1122 of title XI d irects the A ppraisa l 
Subcom m ittee of the Federal Financial 
Institutions E xam ination  Council to 
conduct a  study  to determ ine the 
feasibility  an d  desirab ly  of extending 
the provisions of title XI to the function 
of personal p roperty  appra ising  an d  
personal p roperty  ap p ra ise rs  in 
connection  w ith  F edera l financia l an d  
public policy in terests. T he A ppraisa l 
Subcom m ittee is to report its findings to 
Congress in F ebruary  1991.

For the purposes of this Notice for 
Public Comment, “persona! p ro p erty ” is 
defined as:

identifiable portable and tangible objects 
with are considered by the general public as 
being “personal,” e.g. furnishings, artwork, 
antiques, gems, and jewelry, collectibles, 
machinery and equipment; ail property that is 
not classified as real estate. {Source: Uniform 
Standards of Professional Appraisal Practice 
published by The Appraisal Foundation.)

A s pa rt of this study the A ppraisa l 
Subcom m ittee is seeking, from all 
in te res ted  p arties , substan tive

com m ents on issues surrounding the 
costs a n d  benefits  of ex tending  the real 
e s ta te  ap p ra isa l regulatory  schem e to 
perso na l p roperty  evaluation . The 
following questions ra ise  significant 
issues on w hich com m ent is sought, bu t 
a re  not in tended  to be limiting in nature. 
Com m ents are  invited  on any  
su b stan tiv e  issue relating to personal 
property  appraising  an d  p ersonal 
property  appra isers . T he Subcom m ittee 
is especially  in te res ted  in an y  factual 
supporting  inform ation or exam ples tha t 
serve  a s  the b as is  for com m ents, in 
particular, inform ation p resen ted  in the 
form of lists, charts , graphs, an d  tables, 
w hich deta il specific da ta . P lease 
respond  to as  m any  of the following 
questions as you consider appropriate .

G eneral

(1) R espondent Affiliation:
(a) A  financial ins titu tion  w ith  

federally  insured  deposits .
(b) A financial institu tion  w ith trad e  

association .
(c) A  p ersonal p roperty  ap p ra isa l firm 

or individual.
(d) A  p ersona l p roperty  ap p ra ise r  

trad e  association .
(e) A  rea l e s ta te  ap p ra isa l firm or 

individual.
(f) A  rea l e s ta te  a p p ra ise r  trade  

association .
(g) Law firm o r individual.
(h) A ccounting  firm or individual.
(i) G overnm enta l agency.
(j) O ther.
(2) W h a t a re  the m a jo r categories of 

p ersonal p roperty  used  as  colla tera l for 
loans a n d  w h a t a re  the m ethods for 
eva lua tion  of each  category?

(3) W h a t types of loans colla tera lized  
by  p ersona l p roperty  h av e  ca u sed  the 
largest losses to financial institutions?

(4) W h a t role have w e ak n e sse s  in the 
personal p roperty  eva lua tion  process 
h a d  in the lo sses  on lo a ns  colla tera lized  
by  p ersona l property? If possible, 
segregate  losses a sso c ia ted  w ith  failure 
to perfect a n  in teres t in co lla tera l an d  
losses from asse ts  tha t a re  expccted  to 
deprec ia te  m ore rap id ly  th a n  the re la ted  
lean  am ortizes from losses cau sed  by 
faulty  evaluation.

(5) W h a t types of loans colla teralized  
by persona l p roperty  have a good record  
of perform ance and  how  h as  the 
colla tera l eva lua tion  process  a ss is ted  in 
m ain ta in ing  the favorab le  record?

(6) W h a t fac tors should be  used  in 
determ ing the level of de ta il  requ ired  in 
a p ersonal p roperty  evaluation?

(7) W h a t a re  the sim ilarities an d  
d ifferences b e tw ee n  person a l p roperty  
lending an d  rea l e s ta te  lending? (For 
exam ple, loan  terms, loan-to-value 
ratios, em phasis  on co lla teral protection, 
p aym en t sources, m ethods for

evaluating  co lla teral an d  o ther pertinen t 
asp ec ts  of the credit decision  process.)

Personal P roperty  A ppra isa l S tandards

(8) C onsidering the d iversity  of 
categories of personna l property, is it 
feasible to have  one set o f uniform 
ap p ra isa l s tan d a rd s  for all possib le  
types of non-real a sse ts  or w ou ld  there  
have to be different s tan d a rd s  for m ajor 
categories of p ersonal property?

(9) W h a t w ould  be the d irect and  
indirect cost of requiring federally  
m a n d a ted  uniform perso n n a l p roperty  
ap p ra isa l s ta n d a rd s  an d  how  c an  these 
costs be m easured?

(I) H ow  w ould  public policy in terests  
benefit from the c rea tion  of uniform 
p ersona l p roperty  ap p ra isa l s tan d a rd s  
an d  how  can  these  benefits  by 
quantified?

Personal P roperty  Licensing Procedures 
and  Q ualification Criteria

(II)  If there  is licensing, should there  
be  one licensing process  for all 
categories o f p ersonal p roperty  
ap p ra ise rs  or should  there  be different 
licensing p rocedures for each  m ajor 
category of personal property?

(12) W h a t should  be  the minimum 
qualifications criteria for ap p ra ise rs  tha t 
conduct persona! p roperty  evaluations 
for insured  financial institutions?

(13) W h a t  w ould  be the  d irec t and  
indirect costs of federally  m a n d a ted  
licensing a n d  ho w  can  these  costs  be 
m easured?

(14) W ould  financial institu tions an d  
the federa l deposit in su rance  system  
benefit from the c rea tion  of a licensing 
p rocess ar.d how  c a n  these  benefits  be  
qualified?

Regulation and  Supervision  of Personal 
P roperty  A ppraisers

(For discussion purposes only, questions #15 
through #23  assume that uniform personal 
property appraisal standards and licensing of 
personal property appraisers are both 
feasible and desirable.)

(15) W ho should  e stab lish  the uniform 
eva lua tion  s tan d a rd s— financial 
institu tion  trad e  associa tions, personal 
p roperty  a p ra ise r  trade  associations, 
regulatory  agencies, federa l or s ta te  
legislative bodies, o r  others?

(16) W h a t type of p rocedure  should  be 
required  to initially form ulate uniform, 
s ta n d a rd s  and  w h a t w ou ld  be the 
process for am ending  the s tand ard s?

(17) W ho  should  e s tab lish  the 
qualification  a n d  testing crite ria— 
financial institu tion  trad e  associations, 
persona! p roperty  ap p ra ise r  trade  
associa tions, regulatory  agencies, 
federa l or s ta te  legislative bodies, o r  
others?
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(18) Should the licensing an d  testing 
b o a rd s  be  s ta te  or federal agencies, 
trade  associations, or som e o the r form 
of organization?

(19) W h a t type of p rocedures  should 
be  required  initially to form ulate 
licensing qualification  b en ch m arks  and  
w h a t should  be  the process for 
am ending the criteria?

(20) If uniform  perso n a l property  
ap p ra isa l s ta n d a rd s  are  developed, 
w h a t level of superv isory  enforcem ent is 
requ ired—should  s tan d a rd s  be m ade 
into regulations carry ing the force of 
law, be  inform ational sa fe ty  an d  
soundness  guidelines, or h av e  some 
o ther form?

(21) Should the s tan dard s , licensing 
requ irem ents, a n d  regulatory  structure 
b e  im posed  on  a  financial institu tion 's  
pu rchase  of, an d  investm en t in, p ersonal 
property , or lim ited only to lending 
colla tera lized  by person a l property?

(22) If the licensing body  is no t a 
federa l agency, should  it be  sub jec t to 
federa l m onitoring a n d  supervision  an d  
w h a t type of discip linary  po w ers should  
the federa l agency have, if any?

(23) If licensing is im plem ented, 
should  registry  fees for p ersonal 
p roperty  ap p ra ise r  be the sam e as  those 
levied  on rea l p roperty  appraisers?

O th er C om m ents

(24) P lease d iscuss o the r issues 
concerning the feasib ility  an d  
desirab ility  o f ex tending  the provisions 
of title XI to the function of personal 
p roperty  appra is ing  an d  p ersonal 
p roperty  ap p ra ise rs  no t ad d re s sed  in the 
previous questions.

(25) In sum m ary, do you believe that 
uniform  pe rso n a l p roperty  s ta n d a rd s  
an d  licensing of perso na l p roperty  
ap p ra ise rs  are:

(a) D esirable  a n d —
(b) Feasible?
W hy?

Inform ation gen era ted  from the 
com m ents rece ived  w ill be  used  to 
augm ent o the r sources of d a ta  availab le  
to the A ppra isa l Subcom m ittee and  
ensures  tha t the Subcom m ittee’s 
findings reflect the b ro ad es t  range  of 
possibilities.

Dated: October 19,1990,

Fred D. Finke,

Acting Chair o f the Appraisal Subcommittee 
o f the Federal Financial Institutions 
Examination Council.

(FR Doc. 90-25110 Filed 10-23-90; 8:45 am] 
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