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1700 G Street, N.W. 
Washington, D.C.  20552 
 
 Re: Regulation B Proposed Appraisal Rule 
  Docket No. CFPB-2012-0032, RIN 3170-AA26 
 
Dear Ms. Jackson: 
 
The undersigned trade associations appreciate the opportunity to comment on the 
proposed Regulation B appraisal-related amendments published by the Bureau of 
Consumer Financial Protection (“CFPB”).   
 
Background and Proposal 
 
The proposal would implement section 1474 of the Dodd-Frank Wall Street Reform and 
Consumer Protection Act (the “Dodd-Frank Act” or “Dodd-Frank”), which amended the 
Equal Credit Opportunity Act (“ECOA”).  This amendment will require creditors to 
furnish applicants for loans secured by a first lien on a dwelling a copy of any estimate of 
the property value developed in connection with the creditor’s credit decision.  It requires 
creditors to notify applicants, at the time of application, of their right to receive the 
valuations.  It also requires creditors to deliver the valuations “promptly upon 
completion,” and no later than three days before closing, although consumers can waive 
the three-day waiting period.  Creditors will be required to deliver the valuations even if 
the loan never closes.  Creditors are permitted to charge fees for written valuations unless 
otherwise prohibited.  
 
The CFPB proposes to define valuations to include “any estimate of the value of a 
dwelling developed in connection with a creditor’s decision to provide credit.”1  The 
proposed Commentary provides several examples of what is included. 
 
The proposal would require the initial disclosure of the right to receive property 
valuations within three business days of a loan application.2  It would require delivery of 
                                                
1 Proposed § 1002.14(b)(3). 
2 Proposed § 1002.14(a)(2). 



 2 

the valuations “promptly[,]” which is generally within 30 days of receipt; the creditor 
would be required to deliver the valuations no later than three business days before 
closing, although consumers can waive the three-day waiting period.3   
 
Comments 
 
Creditors today commonly deliver appraisals to consumers as under the proposed rule.  
We offer the following comments to help clarify and focus the proposed rule. 
 
 The Definition of Valuation Should be Limited to Valuations 
 
We believe the definition of valuation should depend on what valuation information 
would be useful to consumers, consistent with the statute and legislative history, and 
should not require disclosure of unreasonable amounts of information, proprietary or 
confidential information, information creditors do not have the legal authority to divulge, 
and trade secrets.   
 
The proposed Commentary would include as a valuation an appraiser’s “written 
comments” and “other documents” submitted to the creditor in support of the property’s 
estimated value.4  This is not limited to documents submitted by the appraiser who 
prepared the appraisal valuation used.  Thus, it would include comments prepared by a 
review appraiser on the valuation.  Similarly, disclosure would be required of an “internal 
review document” when a creditor’s valuation differs from an appraisal.5  
 
We do not support requiring disclosure of materials assessing the accuracy or reliability 
of appraisals or valuations.  A significant concern is that this requirement could tend to 
limit the reviewer’s desire to commit reviews to writing, which presents unnecessary and 
inappropriate safety and soundness risks.   
 
Nothing in the Dodd-Frank Act requires creditors to divulge their internal or external 
reviews of valuations.  Dodd-Frank requires only disclosures of “any estimate of the 
value of a dwelling[.]”  Dodd-Frank amended ECOA, as relevant here, as follows: 
 

(1) IN GENERAL.—Each creditor shall promptly furnish to an applicant, upon 
written request by the applicant made within a reasonable period of time of the 
application, a copy of any and all written the appraisals and valuations report 
used developed in connection with the applicant’s application for a loan that is 
secured or would have been secured by a lien on residential real property a 
dwelling promptly upon completion, but in no case later than 3 days prior to 
the closing of the loan, whether the creditor grants or denies the applicant’s 
request for credit or the application is incomplete or withdrawn.   

                                                                                                                                            
2 Proposed § 1002.14(a)(2). 
3 Proposed § 1002.14(a)(1). 
4 Proposed Comment 14(b)(3)-1.i. 
5 Proposed Comment 14(b)(3)-1.iii 



 3 

(2) WAIVER.—The applicant may waive the 3 day requirement provided for 
in paragraph (1), except where otherwise required in law. 
(3) REIMBURSEMENT.—The applicant may be required to pay a reasonable fee 
creditor may require the applicant to reimburse the creditor for the cost of the 
appraisal except where otherwise required in law. 
(4) FREE COPY.—Notwithstanding paragraph (3), the creditor shall provide a 
copy of each written appraisal or valuation at no additional cost to the 
applicant. 
(5) NOTIFICATION TO APPLICANTS.—At the time of application, the creditor 
shall notify an applicant in writing of the right to receive a copy of each 
written appraisal and valuation under this subsection. 
(6) VALUATION DEFINED.—For purposes of this subsection, the term 
‘valuation’ shall 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. 

 
This language illustrates that Congress intended to require an initial disclosure of the 
right to receive valuations, delivery of valuations without consumer request, timing 
requirements, and to expand valuations beyond appraisals.  The legislative history is 
consistent with the statutory amendments.  It emphasizes that the main intent was to 
include valuations that are not full appraisals: 
 

“This section amends the Equal Credit Opportunity Act to provide mortgage 
applicants with access to a written appraisal report no later than 3 days before 
closing.  This set of changes is generally consistent with the requirements of the 
Home Valuation Code of Conduct.  The section also requires creditors to provide 
applicants with access to any other valuation report developed in conjunction with 
a mortgage transaction.”6  

 
Congress did not require, and not intend to require, creditors to deliver a review of a 
valuation, an analysis of a valuation, or correspondence about a valuation.  The proposal 
to require disclosure of “written comments” reviewing a valuation and “internal review 
documents” of different valuation estimates are beyond the statute and Congressional 
intent.  The CFPB does not explain why it would exceed the statute and legislative 
history. 
 
Internal reviews of appraisals are trade secrets, and they are confidential, proprietary 
information.  Some of the internal reviews are proprietary but are not the property of the 
creditor.  Fannie Mae and Freddie Mac (the “GSEs”) perform automated reviews of 
certain valuation information and produce findings about the reasonableness of the 
information.  These are not the creditor’s property.   
 

                                                
6 H. Rep. No. 111-94, at 99 (2009). 
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As a practical matter, the GSE reviews are not in a form that consumers would 
understand.  If the CFPB will require disclosure of this GSE information, it will need to 
work with the GSEs to see whether they will agree to having their proprietary, 
confidential information made public, and if so, who would pay for the systems changes 
necessary, and how the GSEs information could be presented in a form that would have 
meaning to consumers.   
 
One of the CFPB’s stated goals is the following: 
 

“[I]t is important for creditors to be able to easily distinguish between documents 
that must be provided to applicants and those that are not required to be 
provided.”7 

 
Requiring creditors to provide consumers with internal and external reviews of appraisals 
would vastly complicate determining what must be disclosed.  Email communications 
about whether a valuation is sufficient, when the sufficiency determination would be 
available, or about what is the maximum loan amount the creditor would make based on a 
valuation, all could potentially be covered, depending on the particular language used 
within the communications.  Determining what to disclose would require a careful legal 
examination of all communications about a loan to exclude privileged, proprietary, and 
trade secret information.  Then it would require further careful examination to determine 
what is a review of the valuation itself and what is not.   
 
This review would need to cover all communications within the creditor and those with 
any outside appraiser or appraisal management company.  It would need to cover 
communications within the appraisal firm or the appraisal management company.  It 
would need to cover communications between the creditor and a GSE or mortgage 
insurer.  It would need to cover communications within a mortgage insurer.  We do not 
know how a creditor could obtain access to third parties’ internal communications about 
a valuation.   
 
This would require an expensive, time-consuming undertaking, much like a discovery 
request, for every loan application.  Creditors would need full time staff dedicated to this 
one task.   
 
This aspect of the proposal is unreasonable disproportionate to any – as yet unidentified – 
potential consumers benefit.  We note that property valuation information is widely 
available to consumers on line for free.  Zillow.com is a large database of such 
information, for example, and is free to use.  A simple internet search for “how much is 
my house worth” turns up multiple sources of property valuation information.  Property 
tax assessments are often also available online for free.  There is no need for creditors to 
have to answer quasi-discovery requests for each application when so much information 
is readily available to consumers.   
 

                                                
7 77 Fed. Reg. 50390, 50398 (August 21, 2012). 
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Recommendation 
 
We recommend creditors be required to deliver any final, signed appraisal reports, and 
final written automated valuations or broker price opinions, and no other valuation 
information. 
 
 Timing and Content of Initial Appraisal Disclosure 
 
The proposal would require the initial appraisal disclosure, about the right to receive a 
property valuation, at application.  We recommend that this be implemented in the Know 
Before You Owe rulemaking rather than separately so that it can be considered in 
connection with all the other disclosures and with the entire consumer experience.  
 
It is important that the disclosure be made before the consumer is required to pay an 
appraisal cost, but there can be no appraisal charge until after a good faith estimate 
(“GFE”) is delivered and the consumer has indicated an intent to proceed.  It would be 
better to make the disclosure with the GFE or Loan Estimate because that is when the 
consumer first receives transaction-specific to review. 
 
We are concerned that, if the initial disclosure were implemented with this rulemaking, it 
would change as the Know Before You Owe rules are finalized.  This would require 
implementing the same disclosure two times, which is an unnecessary waste.  Consumers 
would still get their appraisals and valuations.  For example, existing Form C-9 uses the 
term “appraisal” but not “valuation.”  The proposal would amend Form C-9, but would 
not use the term “valuation.”  We are concerned the CFPB will revisit this disclosure 
during its Know Before You Owe rulemaking and change the language.  We do not 
support two rulemakings and two implementations for the very same disclosure. 
  
If the CFPB believes consumers need a preclosing disclosure about the right to get an 
appraisal before the Know Before You Owe rulemaking is complete, it could:  include 
this information in the RESPA home buying information booklet; include it with the 
mortgage education information on its website; provide information to housing 
counselors; and do all of these.  Each would be better than implementing the same 
disclosure twice.   
 
If the CFPB does require an initial disclosure as part of this rulemaking, we strongly urge 
the CFPB to provide creditors sufficient time to implement the disclosure.  Creditors 
would rather not simply produce yet one more piece of paper to consumers.  Rather, it 
would be better to include it with existing disclosures.  The existing Regulation B 
appraisal disclosures are integrated into other documents.  Any revision would affect 
those disclosure documents, so the systems changes would need to ensure the rest of 
those documents are unaffected by the changes.  This would reasonably require six 
months.   
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Recommendation 
 
We recommend that any amendments to Form C-9 be made as part of the Know Before 
You Owe rulemaking and not as part of the present rulemaking.  If the disclosure will be 
required earlier, we request clarification of what it must include about the timing of 
valuation deliveries. 
 
 The Cost of a Valuation 
 
Proposed Comment 14(a)(3) states: 
 

“1.  Photocopy, postage, or other costs.  Creditors may not charge for photocopy, 
postage or other costs incurred in providing a copy of a written appraisal or 
valuation in accordance with this section.  
2.  Reasonable fee for reimbursement.  The regulation does not prohibit creditors 
from imposing fees that are reasonably designed to reimburse the creditor for 
costs incurred in connection with obtaining appraisal or valuation services, so 
long they are not increased to cover the costs of providing documentation under 
§ 1002.14.”  

 
Creditors need to recoup their costs.  Many have safety and soundness obligations as well 
as fiduciary duties to shareholders to be profitable.  While a specific charge may be 
impermissible, creditors still need to recoup their costs indirectly, which should be 
permissible.  
 
We do not know how creditors would be able to exclude the indirect costs.  Creditors 
would apparently be required to track the costs of copying and mailing documents, but 
what would the creditor do with the information?  How would the creditor be sure it is 
excluded from the interest rate, which would likely already have been set before the 
creditor mails the information, or even knows how many pages the appraisal report will 
be?  The only way to truly exclude it would be to not make the loan, or to refund the cost.   
 
If the creditor is required to go through a quasi-discovery process to identify and analyze 
any communications about appraisal reviews, the indirect costs would be prohibitive. 
 
If a creditor uses an appraisal management company, this comment would seem to 
prohibit the creditor from charging the consumer for the management company’s fee.  
The Dodd-Frank Act prohibits this.  Dodd-Frank amended the Real Estate Procedures 
Act (“RESPA”) § 4 to permit, but not require, the settlement statement to break down the 
appraisal management company’s fee from the fee to an appraiser.  That is, creditor may 
charge such fees to consumers.  This is important because loans on which the creditor 
pays an appraisal management company may never close.  
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Recommendation 
 
We recommend that the Comment be revised to state that the creditor “may not impose a 
direct charge” but that indirect charges be permitted.  Average cost pricing should be 
permitted.  Creditors should be permitted to charge consumers fees paid to appraisal 
management companies. 
 
 Request for Clarifications 
 

• We request clarification that the proposed rule would apply to loan originations 
and not to servicing procedures.  Loan modifications and other foreclosure 
alternatives should be explicitly excluded, as we believe was intended, to prevent 
adding unnecessary costs to these optional programs and decreasing their 
availability.   

 
• We request clarification that a valuation is provided when delivered by hand or 

when the creditor mails it to the consumer’s last known address. 
 

• We suggest clarification of what would be sufficient waiver of the three-day 
waiting period.  We suggest that a form letter or a consumer-written notice be 
permitted, and that the creditor should be permitted to notify consumers that they 
have a waiver right. 

 
• We request clarification of whether the proposed definition of “dwelling” includes 

only owner-occupied single-family dwellings. 
 
Conclusion 
 
We appreciate the CFPB’s efforts to complete this rulemaking while it has so many 
others pending at the same time.  We support providing appraisal reports, automated 
property valuation results, and any broker price opinions that creditors produce or obtain 
in connection with mortgage loan applications.  We suggest a few ways this rule could be 
made clearer, more aligned with Congressional intent, and more reasonable.   
 
Sincerely, 
 
 
American Financial Services Association 
Consumer Mortgage Coalition 


