
 

 

 

 

 

 

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 

Z, which implements the Truth in Lending Act (TILA) amendment concerning appraisals for “higher risk 

mortgages” that was enacted as part of the Dodd-Frank Wall Street Reform and Consumer Protection Act (“Dodd-

Frank”)  
 
Physical Property Visit by Appraiser/Second Appraisal 
We are pleased to see the CFPB’s proposal remains consistent with Sec. 1471 of Dodd-Frank which calls for the 
elimination of “drive-by” appraisals for any subprime loan, and requires a second appraisal in property flipping 
situations. The proposal recognizes that lenders should have their eyes and ears wide open when their risk 
increases, and requiring a full interior inspection by a qualified appraiser does just that.  
 
We see two issues with the second appraisal requirement – 1) The proposal does not clarify which of the two 
appraisals the lender is supposed to use in underwriting the loan. We suggest that the CFPB clarify that the most 
reliable appraisal should be used, consistent with the Interagency Appraisal and Evaluation Guidelines. 2) The 
proposal does not specify what constitutes a second appraisal and whether field reviews or internal bank reviews 
that comply with Standard 3 of the Uniform Standards of Professional Appraisal Practice satisfy the second 
appraisal requirement.  We urge the CFPB to clarify that such reviews do satisfy the second appraisal 
requirement in the final rule.  
 
Three Day Disclosure Period 
Moreover, the proposal is consistent with 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.  
 
Intended Uses of Appraisals 
Of course, consumers are not the intended user of the appraisal. The appraisal is performed for the lender and for 
risk management purposes. The proposed rule attempts to address this fact by stating: 
 

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.  
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The language found in the proposed rule 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. However, to 
address the true nature of a buyer or sellers appraisal, we suggest the following changes (highlighted in bold):   
 

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.  

 
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). 
 
We recommend in addition to notification to loan applicants that they have a right to receive a copy of each written 
appraisal, they receive a disclosure informing them that any appraisal they obtain on their own choosing and 
expense will not be useable or relevant to the creditor’s underwriting of the mortgage. Many institutions are 
already providing this notice, but it is a practice we encourage all to perform in the name of disclosure and 
transparency.  
 
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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