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June 13, 2007

The Honorable Barney Frank

Chairman
House Committee on Financial Services
2252 Rayburn House Office Building
Washington, DC 20515 

The Honorable Christopher Dodd

Chairman

U.S. Senate Committee on Banking, Housing and Urban Affairs 

448 Russell Senate Office Building

Washington, DC 20510

Dear Chairmen:

On behalf of the 30,000 members of our respective professional appraisal organizations, we wish to call your attention to the Appraisal Subcommittee’s (ASC) 2006 Annual Report
, recently transmitted to the House and Senate on March 28, 2007. We are concerned with the overall findings of the report, which point to serious problems with the existing appraiser regulatory structure. 

Nearly two-thirds of state appraiser regulatory agencies are failing to conduct proper enforcement of appraisers, exposing consumers and financial institutions alike to great harm. Further, we are equally disturbed by the lack of important details in this report, which we believe diminish the range of issues and problems facing our profession. We find that the 2006 Annual Report devotes scant time to important issues like enforcement and does little to describe how the Appraisal Subcommittee plans to address shortcomings with state appraiser regulatory agencies. As your committees continue to explore ways to combat mortgage fraud and predatory lending, we hope that you will seek to find ways to improve the appraiser regulatory structure, as enacted by Congress, in your reform packages. 
As you know, following the financial crisis of the 1980s, Congress passed the Financial Institutions Reform, Recovery and Enforcement Act of 1989 (FIRREA). Title XI of FIRREA addressed the identified weaknesses regarding real property appraisals used in connection with federally related transactions. Prior to FIRREA, only a smattering of states regulated appraisals and the appraisers who performed them, and poor quality appraisals contributed to the numerous bank and savings and loan failures during that time. Title XI sought to address this situation, creating a unique oversight structure for real estate appraisals and appraisers that involves private, state and federal entities. The ASC is part of that structure. 

Among other duties, the ASC is responsible for delivering an annual report to Congress regarding its previous year’s activities. In this regard, we find the 2006 report remarkably light in substance and, in fact, it seems to downplay the finding that more than 60 percent of the state appraiser regulatory agencies failed to uphold their responsibilities in conducting enforcement activities. The ASC devotes a mere two paragraphs to the fact that 14 out of 23 states audited did not resolve complaints expeditiously or did not adequately document enforcement files. This important point is quickly summarized as states having “some problems” with enforcement. 

As you know, each state is required to maintain a licensing and certification program for appraisers to ensure that they are properly qualified and are subject to state enforcement of standards and ethical considerations. Enforcement at the state regulatory level is vital to the success of the appraisal regulatory program, and for the ASC to gloss over systemic defects like this is disconcerting. 

Despite the brevity of this report, the findings appear to support the structural changes to Title XI that our organizations continue to advocate. In fact, we believe this report is evidence that the existing appraiser regulatory structure, including the Appraisal Subcommittee and the state appraiser regulatory agencies, is ill-equipped to conduct meaningful oversight of licensed and certified appraisers. For several years, our organizations have called on Congress to enact reforms to Title XI to provide resources to state appraisal boards to support enforcement activities, increase the regulatory authority of the Appraisal Subcommittee over state appraisal boards, and mandate public disclosure of the results of all field reviews of state appraiser regulatory agencies, among other things. There is little doubt in our minds that the current appraiser regulatory structure is inadequate to deal with the challenges of our time, and that Congress needs to weigh in. 

Please consider our comments as you contemplate legislative and regulatory remedies in the 110th Congress for the issues of mortgage fraud and proper financial institution oversight. For more information, contact Don Kelly, Chief External Relations Officer for the Appraisal Institute, at 202-292-5583 or dkelly@appraisalinstitute.org.

Sincerely,

Appraisal Institute

American Society of Appraisers

American Society of Farm Managers and Rural Appraisers

National Association of Independent Fee Appraisers
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