
 
 
 
 
 
 
October 15, 2012 
 
Ms. Monica Jackson 
Office of the Executive Secretary 
Consumer Financial Protection Bureau  
1700 G Street, NW 
Suite 1801 L  
Washington, DC  20552 
Docket No. CFPB-2012-0032 or RIN 3170-AA26 
 
Dear Ms. Jackson:  
 
On behalf of the 25,000 members of our respective professional appraisal organizations, thank you for the 
opportunity to comment on the Consumer Financial Protection Bureau‟s (“CFPB”) proposal to amend Regulation 
B, which implements the Equal Credit Opportunity Act (ECOA) amendment concerning appraisals that was 
enacted as part of the Dodd-Frank Wall Street Reform and Consumer Protection Act (“Dodd-Frank”). 
 
Three Day Disclosure Requirement 
Generally speaking, the CFPB‟s proposal to require disclosure of the appraisal at least three days prior to closing 
is consistent with Sec. 1474 of Dodd-Frank and current policies required by Fannie Mae and Freddie Mac, which 
require disclosure of the appraisal to the consumer at least three days prior to loan closing. Disclosure of the 
appraisal to consumers has undoubtedly increased liability and risk for appraisers and lenders. In the past, 
financial institutions represented the largest filer of lawsuits against appraisers. Today, that has changed to 
become consumers. While most of these complaints are frivolous in nature, we believe consumer awareness of 
the collateral valuation process to be generally positive.  
 
Applicability of Disclosure Requirement to Internal Review Appraisals 
Our organizations believe the proposal‟s “any and all written appraisal and valuations” may include a broader 
scope than the CFPB intends. Although we fully support disclosure of appraisals, AVMs, BPOs, and documents 
prepared by creditors assigning values when an appraisal is not used, in the case of internal reviews, things are 
more complicated.  
 
We do not believe an internal appraisal review needs to be disclosed in the situation when there is a value 
revision to comply with the definition of “value” within the Supervisory Loan-to-Value

1
 rules, which state: 

 
12 CFR Ch. II (1-1-12) Value means an opinion or estimate, set forth in an appraisal or 
evaluation, whichever may be appropriate, of the market value of real property, prepared in 
accordance with the agency‟s appraisal regulations and guidance. For loans to purchase an 
existing property, the term „„value‟‟ means the lesser of the actual acquisition cost or the estimate 
of value. 

 
In this situation, the appraised value is changed only to comply with the rule, not because of a reviewer‟s 
disagreement with the original appraisal.  
 
We fear this proposal may cause a slowdown in the loan documentation process.   Rather than issue a separate 
opinion internally, reviewers will attempt to have the issuing appraiser revise the value.  Or alternatively, reviewers 
will simply do “compliance reviews” rather than “technical,”  accepting a less than reliable value because it 

                                                      
1
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“appears to conform” rather than being accurate and realistic, all done to avoid a protracted dispute.  Does this 
really protect the public interest? 
 
Ultimately, our organizations fully support the disclosure of an internal review document if it results in an 
adjustment to the loan amount, or to rejection of the loan.  
 
Broker Price Opinions Prohibition 
The proposed rule proposes consumer disclosure of: 
 

a copy of any and all written appraisals and valuations developed in connection with the applicant’s 
application for a loan that is or would be secured by a first lien on a dwelling. 

 
This broadens the list of applicability “valuations” to face required disclosure.  The Dodd-Frank Act defines 
“valuation” to include: 
 

any estimate of the value of a dwelling developed in connection with a creditor’s decision to provide 
credit, including those values developed pursuant to a policy of a government sponsored enterprise or by 
an automated valuation model, a broker price opinion, or other methodology or mechanism. 

 
Glaringly missing from the proposed rule is discussion of the general prohibition on the use of broker price 
opinions in this area of practice. Section 1126 of the Dodd-Frank Act states: 
 

(a) GENERAL PROHIBITION.—In conjunction with the purchase of a consumer’s principal dwelling, 
broker price opinions may not be used as the primary basis to determine the value of a piece of property 
for the purpose of a loan origination of a residential mortgage loan secured by such piece of property. 

 
The CFPB must address this general prohibition in its final rule. We strongly suggest that references to broker 
price opinions be removed from the list of valuations, or commentary be added that affirms the general prohibition 
on the use of broker price opinions in this area.  
 
It is important to note as far as other valuation products are concerned, the performance of a BPO by a real estate 
broker or salesperson for any purpose other than a real estate listing is illegal in many states. While it is not 
specifically illegal for the institution to order a BPO, it is illegal for a real estate professional to complete the 
assignment. Moreover, BPOs are largely unregulated and are performed with little oversight and training. BPO 
preparers have virtually no valuation-specific education, training, and testing requirements, and do not adhere to 
generally accepted valuation standards. Whereas, licensed and certified appraisers are required to meet 
meaningful education, experience, and examination requirements and to perform real estate valuation 
assignments in conformance with the Uniform Standards of Professional Appraisal Practice (USPAP). 
 
Intended Uses of Appraisals 
It is often forgotten, consumers are not the intended user of the appraisal. The appraisal is performed for the 
lender and for risk management purposes. We encourage the CFPB to take a similar approach with disclosure 
regarding the intended user of the appraisal in this proposal, as found in the proposal to amend Regulation Z, 
which implements the Truth in Lending Act‟s amendment concerning appraisals for “higher risk mortgages”
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, 

which includes the following provision: 
 

Creditors must also provide consumers, at the time of the initial mortgage application, a statement that 
any appraisal prepared for the mortgage is for the creditor’s sole use and that the consumer may choose 
to have a separate appraisal conducted at his or her own expense.  

 
That language is a fine start, but may cause the consumer to think that an appraisal they obtain at their own 
choosing and expense will be useable or relevant to the creditor‟s underwriting of the mortgage, when that is not 
the case. Federal guidelines prohibit borrower-ordered appraisals for mortgage appraisals. To address the true 
nature of a buyer or sellers appraisal, we suggest the following changes (highlighted in bold):   
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Creditors must also provide consumers, at the time of the initial mortgage application, a statement that 
any appraisal prepared for the mortgage is for the creditor’s sole use and that the consumer may choose 
to have a separate appraisal for the consumer’s own use conducted at his or her own expense by a 
different appraiser selected by the consumer.  

 
Automated Valuation Models 
Oftentimes, automated valuation models (AVMs) are accompanied by property inspection reports when used in 
loan underwriting. This is intended to address one of the largest weaknesses with the use of AVMs – that the 
property has not been inspected. Just as the appraisal report contains information from an inspection, we believe 
that if a property inspection report accompanies an AVM and is used as part loan underwriting that it should be 
disclosed to the consumer. We urge the CFPB to provide clarification to this effect in the final rule.  
 
Business Loans 
We have concerns with the applying the three day disclosure requirement to the “business credit” world, as there 
are numerous situations where borrowers are pledging secondary dwellings, or rental dwellings, or using a 
principle dwelling to back a commercial loan, that should not be mixed into the consumer world. Unlike consumer 
mortgage loans, where the three day rule has generally been in place for several years, this would apply an 
entirely new standard to business loans, one that is likely to complicate loan applications. We encourage the 
CFPB to undertake a rulemaking to narrow the scope of the appraisal disclosure requirements to consumer 
mortgage transactions, exempting business credit transactions in their entirety.   
 
Closing 
Our organizations are pleased by your work on this proposal, and we stand committed to working with you to 
assist in the implementation of this and other important endeavors. 
 
Should you have any questions or need additional information, please contact Bill Garber, Director of Government 
and External Relations, Appraisal Institute, at 202-298-5586 or bgarber@appraisalinstitute.org, or Brian Rodgers, 
Manager of Federal Affairs, Appraisal Institute, at 202-298-5597 or brodgers@appraisalinstitute.org.  
 
Sincerely, 
 
 
Appraisal Institute   
American Society of Farm Managers and Rural Appraisers 
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