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Frequently Asked Questions —
Dodd-Frank Financial Reform Bill (HR 4173)

On July 21, President Obama signed H.R. 4173, the Dodd-Frank Wall Street Reform and Consumer Protection Act,
into law, ushering in a rewrite of the rules governing financial service providers and products and ending a nearly
year-long struggle to enact meaningful reforms.

Federal regulators will now be tasked with implementing the 2,300-page bill. The new rules will regulate complex
derivatives, set up controls to identify and shut down troubled financial companies, and establish an independent
consumer bureau within the Federal Reserve to protect borrowers against abuses in mortgage, credit card and
other types of lending.

While the regulatory reform bill is notable for its reforms to Wall Street and government regulatory oversight, the
legislation includes the first modernization of real estate appraisal regulations in more than 20 years. In addition
to authorizing grant funding for state oversight and enforcement, H.R. 4173 will require that “reasonable and
customary” fees be paid to appraisers to reflect what an appraiser would typically earn for an assignhment absent
the involvement of an appraisal management company. AMCs that violate “customary and reasonable”
requirements will be subject to severe penalties under the Truth in Lending Act.

The scope and substance of the new law raises many questions and poses many issues for the appraisal
profession. Attached below are Frequently Asked Questions that the Appraisal Institute will update periodically
during the course of the upcoming rulemaking process.
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Frequently Asked Questions
(Updated September 1, 2010)

General Background

Where can | find more information about the Dodd-Frank Act?

The Appraisal Institute conducted a free-forrmembers webinar that provides a comprehensive summary of the
significant appraisal provisions of the bill. This webinar can be found here under “Financial Reform Legislation —
Appraisal and Real Estate Impacts.” Additional information can be found on the House Financial Services
Committee website, including a bill summary, section-by-section analysis and full bill text.

What laws are amended in Dodd-Frank that impact real estate appraisers?

H.R. 4173 amends several federal laws, including the Truth in Lending Act (TILA), Title XI of the Financial
Institutions Reform, Recovery and Enforcement Act (FIRREA), the Real Estate Settlement Procedures Act (RESPA),
and the Equal Credit Opportunity Act (ECOA).

Truth in Lending Act Requirements

How does TILA relate to real estate appraisals?

The Truth in Lending Act (TILA) is intended to protect consumers from “unfair and deceptive” practices. In 2008,
TILA was amended by the Federal Reserve to prohibit coercion of real estate appraisers by lenders, brokers and
their agents. The Appraisal Institute held a webinar on the Regulation Z appraisal independence rules in 2008,
which can be found here.

Title XIV of Dodd-Frank amends TILA to codify a broad appraiser independence standard that includes payment of
customary and reasonable fees to appraisers and significant penalties for non-compliance.

What is an Interim Final Rule?
An Interim Final Rule is a final rule that has the full force and effect of law. Affected parties have an obligation to
comply with its requirements.

Which agency is implementing the Interim Final Rule on TILA appraisal independence/customary and
reasonable fee requirements?

The Federal Reserve Board is tasked with promulgating the appraisal independence and “customary and
reasonable” fee provisions found in Dodd-Frank. The Division of Consumer and Community Affairs promulgated the
previous appraisal amendments to TILA in 2008, and it will likely take the lead within the Federal Reserve in
developing the Interim Final Rule.

When will the Interim Final Rule expected to be released?
According to H.R. 4173, the Federal Reserve Board must prescribe the Interim Final Rule no later than 90 days
after enactment of the bill. The bill was enacted on July 21, 2010, so the Rule is expected by October 19.

What will happen to TILA once the Interim Final Rule is developed?

Dodd-Frank establishes a new Consumer Financial Protection Bureau (CFPB), housed within the Federal Reserve.
The BCFP will oversee TILA and RESPA and other consumer protection statutes once it the Bureau is fully
operational, which is expected to take 18 months.
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Who Will Enforce the TILA-Appraiser Independence requirements?
The new CFPB will enforce TILA, RESPA and other consumer protection statutes, including the appraiser
independence requirements.

Can the TILA-Appraisal Independence provisions also be enforced by state attorneys general?
Yes, Section 1422 of the Dodd-Frank Act gives explicit authority to state attorneys general to enforce appraiser
independence requirements (Sec. 129E), including the provisions relating to customary and reasonable fees.

When are Lenders and Agents (AMCs) required to pay Appraisers “customary and reasonable” fees?
The “customary and reasonable” fee provision, which is now part of TILA, will be in effect as of October 19, 2010.

What are the penalties for violating the new Truth in Lending Act provisions created by the Dodd-Frank Act?
Who will responsible for enforcing these provisions?

The penalties for violations of Sec. 129E are fines of up to $10,000 for each day any violation occurs (for a first
offense), and up to $20,000 for each day that a violation occurs (for subsequent violations). For instance, if it is
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