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ÅAll lines are currently on ñmute.ò 

ÅPlease hold questions until the designated 
question and answer period.  

ÅTo ask a question, press *6 on your 
telephone keypad to unmute your conference 
line. Press *6 again to put your line back on 
mute. 

ÅIf asking a question, remember to also 
ensure that your phone is not on mute.  

ÅThis presentation and accompanying 
materials are for internal staff only.    

Administrative Items 
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Risk Connection is a call-in program for 

delivering highly-targeted training and information 

on topics such as new job aids, new 

workprograms, new rules and regulations, and 

other risk-specific topics. The program is hosted 

and administered by the Risk Coordination Unit. 

These calls are recorded for future reference (see 

Exam Resources page on FISC Portal). Questions 

about the program can be directed to Wally Young, 

Director of the Risk Coordination Unit. 

About the Program 
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ÅIntroduce - Society of Chief Appraisers and Real 
Estate Collateral Risk Officers 
ïStew Heller, MDIV, MRICS 

 

ÅAppraisal Related Issues 
ïEverett Allen Greer, MAI, FRICS, AI-GRS 

ïDavid Rosenthal, MAI, FRICS 
 

ÅEnvironmental Issues 
ïJenny Redlin, REPA 

 

ÅCost / Construction Issues 
ïKent Robertson, P.E. 

Agenda - Speakers 
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Speakers 

Å Stew Heller, MDIV, MRICS, former Chief Appraiser for First Nationwide 
Bank, with 30+ years in the business and founder of Society of Chief 
Appraiser and Real Estate Collateral Risk Officers. 
 

Å Everett Allen Greer, MAI, FRICS, former Director of Research (8 years) 
and Western Appraisal Manager (10 years) for Bank of America, with 30+ 
years in the business. Also prior General Contractor. 
 

Å David Rosenthal, MAI, FRICS, Founder and President / CEO of Curtis ï 
Rosenthal, Inc. since 1983. Company has a staff of 13 and offices in 3 
locations within California. Prior loan officer with SPNB. 
 

Å Jenny Redlin, REPA, Principal with Partner Engineering and Science, Inc., 
with over 15 years in the business. Jenny has personally worked on more 
than 6,000 transactions. 
 

Å Kent Robertson, P.E., Founder and President of Professional Associates 
Construction Services, Inc since 1999, and previously worked for 10 years 
at Bank of America. 

 
5 



ÅEntitlements 

ÅEnvironmental Impact Reports 

ÅDevelopment Delays - Impacts 

ÅExtraordinary Assumptions 

ÅHypothetical Conditions 

ÅParticipation Risk 

ÅReliability of Data 

 

APPRAISAL ISSUES 
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Entitlements 

ÅñBy Rightò Zoning 

ÅDeed Restrictions (Chicago Bar example) 

ÅArchitectural / Design Review Boards 
ï(Santa Monica example) 

ÅCitizen Groups (Water Garden Example) 

ÅPreliminary Approval with Conditions 

ÅPreliminary Approval without Conditions 

ÅFinal Approval with Conditions 

ÅFinal Approval without Conditions 

ÅPost-Completion Requirements (Culvert e.g.) 
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Entitlements & Value 
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Subdivision Entitlements 

Å5+ Units 

ÅSubdivision Public Reports (DRE) 

ÅPink ï Preliminary Subdivision Report 
ï(Allows Deposits to be taken) 

ÅWhite Report ï Final Subdivision Report 

ÅTentative Tract Maps 

ÅVesting Tentative Maps 

ÅFinal Tract Maps 

ÅDevelopment Agreements 

ÅTricks Used to Avoid Subdivision Reports 
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Environmental Impact Reports 

ÅAddresses Elements of a General Plan 
ïLand Use, Circulation, Housing, Conservation, Open 

Space, Noise, Safety 

ÅNegative Declarations 

ÅMitigating Factors (conditions of approval) 

ÅMoney, Money, Money 

ÅUtility Infrastructure 

ÅRoads, Freeway, On / Off Ramps 

ÅPublic Service Improvements 
ïSchools, Libraries, Police/Fire Stations 

ïExamples ï Playa Vista, San Diego NTC 
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Development Delays 

ÅEntitlement Delays 

ÅConstruction Delays 

ÅUnforeseen Issues 

ÅMaintaining Entitlements During Delays 

ïSan Diego Example ï Pour Concrete 

 

ÅMarket / Highest and Best Use Changes 

ïLancaster Example ï Lethal Weapon 
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Extraordinary Assumptions 

ÅUsed when uncertain about something 
ïOften buried in appraisal report 

ÅPlans 

ÅCosts ï Direct & Indirect (Dirt Example) 

ÅDevelopment Timeline 

ÅApprovals 

ÅAbsorption / Lease-Up / Sellout 

ÅAppraisers Never Really Know These! 

ÅGenerally Rely on 3rd Party Source 

ÅAssumption Only as Good as the Source 
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Hypothetical Conditions 

ÅUsed when a condition is known to be not 

true at the time ï often ñburiedò in report 

ÅValue As If Clean 

ÅValue As If Completed 

ÅValue As If Stabilized 

ÅValue Assuming Lease is Signed 

ÅCurrent vs. Future Value examples 

ÅConditions of Approval (often not considered) 
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Participation Risk 

ÅAgent versus Participating Bank 

ÅAccess to Information 

ÅDue Diligence 

ÅThird-Party Professional Reviews 

ïShared or Not? 

ïInternal vs External? 

ïWho Hired Them? 

ïIndependence? 
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Reliability of Data 

ÅLand Sales ï Entitled vs. Not? 
 

ÅDevelopers Generally Put Property in 
Escrow, then COMPLETE entitlements prior 
to closing. What was price based on? 
 

ÅPlans / Engineering / Other Items Included in 
Sales 
 

ÅExtraordinary Assumptions 
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Environmental Due Diligence 



Risk Management in Todayôs CRE 

Environment  

 

 

 

 



Risk Tolerance 

Regulatory Risk 

Market Risk Liability Risk 



Scope 

*do not offer Innocent Landowner protection  

ÅScope should be based on clientôs risk tolerance 

and risk management policy 

ÅLimited Environmental Reports* 

ïTransaction Screen 

ïLimited ESA 

ïEnvironmental Desktop Screen / RSRA 

ïRegulatory Database Reviews 

ïEnvironmental Loan Screen 



Bank Environmental Policy 
ÅThe Good: Robust Policy, Internal 

environmental Risk review Team, Robust 

Vendor Management/Approval process.  

 

 

ÅThe Bad:  Policy in place but never abide by it 

or it is poorly written.  

 

 

ÅThe Ugly: No Policy in place, have never heard 

of environmental risk 

 

 





Phase I ESA 
Performed to determine any liabilities associated 

with the property, and to fulfill AAI obligations 

for protection from liability under CERCLA 



Phase I Scope 



Red Flags 



Vapor Risk 

Human Health 

Screening Levels 

Vapor Intrusion vs. Encroachment 



War Story 
ÅMade loan on raw land tract for home 

development. No Env DD preformed 

ÅDownturn happened, developer 

ñhanded back keysò 

ÅPhase I ordered before foreclosure 

ïPrevious landfill/vapor concerns 

ïStorm water run off issues/ fines 

ïMold issues on half built structures 

 



Seismic Risk 



Addressing Seismic Risk 



Vulnerable Building Types 

ÅUnreinforced masonry 

ÅSoft-story buildings 

ÅConcrete tilt-up 

ÅMany others 

 

 


