June 26, 2009

Re: Cosponsor H.R. 3044, To Place an 18 Month Moratorium on the Home Valuation Code of
Conduct
Dear Representative:
The California Association of REALTORS®, the largest state trade association in the country
with over 186,000 members, including appraisers, real estate agents, real estate brokers and
mortgage brokers, is asking for you to cosponsor H.R. 3044, a bill that would place an 18 month
moratorium on the Home Valuation Code of Conduct (HVCC). On May 1, 2009, the HVCC went
into effect for all appraisals on Fannie Mae and Freddie Mac loans, approximately 65 percent of
the California mortgage market. It has become clear that in that short time the HVCC has had a
negative and in some cases detrimental effect on real estate transactions in California. In
addition to this negative impact on real estate transactions, C.A.R. has growing concern that the
HVCC has placed safe and sound underwriting guidelines at risk.
Following the implementation of the HVCC, C.A.R. felt it prudent to gather information on exactly
how it was impacting real estate transactions in California. REALTORS® from across the state
have taken their time to convey details of transaction impacted by the HVCC, as well as their
universal opposition to it. These transaction show clear and repetitive problems that are
occurring as a result of the HVCC.
Increased Cost to Consumer
Prior to the HVCC’s near mandatory use of Appraisal Management Companies (AMC), the
majority of appraisals were performed by independent appraisers. Appraisers were directly
contacted by mortgage brokers or lenders, and there was rarely the use or need for an
intermediary or middleman to inflate the cost.
REALTORS® are seeing lenders almost universally using AMCs to order their appraisals now
that the HVCC has taken effect. This has resulted in appraisal costs increasing 20 to 50
percent. There are no additional services being performed to warrant this drastic increase, it is
only being done to pay for an unnecessary service by the AMC.
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In actuality, appraisers have reported being assigned to jobs outside of their area, are given less
time to perform the appraisal, and are being compensated less because the AMCs are taking a
huge cut of the appraisal fee. The result to the consumer is higher costs for less service and
poorer performance.
In addition, the lender may take three to five days to order an appraisal from the AMC, which in
turn may take three days to a week to get an appraiser out to a property. This delay places both
the appraisal contingency of a purchase contract at risk, as well as in some cases forcing the
buyer to pay for a rate lock extension for their mortgage loan.
Out of Area Appraisers
The most frequent occurrence REALTORS® are experiencing is frustration with appraisers who
are being brought in from different cities and in some instances different counties. Appraisers
have been appointed by AMCs from as far as 40 miles away from the property to be appraised.
Appraisers are being assigned to properties by AMCs in areas that they have never performed
an appraisal in before and clearly are not qualified to appraise any property in that particular
neighborhood.
The result of the AMCs apparent random selecting of appraisers from their pool with no thought
or consideration to the expertise and knowledge of a particular neighborhood is horribly
inaccurate appraisals. Many times this leads to the ordering of multiple appraisals paid for by
the consumer. While the second and third appraisals are being done the buyer often has to pay
to extend a rate lock on the interest rate for their mortgage.
Threat to Safe and Sound Underwriting
The result of these inaccurate appraisals from randomly chosen appraisers with no knowledge of
the neighborhood the properties are in, is multiple appraisals on a single property that may vary
as greatly as 20 percent. This is not an uncommon occurrence since the HVCC has been
implemented. The need for an accurate appraisal is paramount to the safe and sound
underwriting of a mortgage. Should the homeowner be unable to pay the mortgage, the value of
the house is the only 100 percent recourse a lender or investor has to recover losses.
Lack of True Independence of AMCs
The HVCC was intended to create independence for the appraisal requirement of a real estate
transaction with little to no outside influence on the appraiser. Perhaps the most disconcerting
aspect of the HVCC is the allowance of lenders to own the AMCs they use. C.A.R. fails to
understand how prohibiting the ability of an independent mortgage broker to contract with a state
licensed independent appraiser is less of an “arms length” appraisal than the lender ordering an
appraisal through a company it owns. The reality is because AMCs take 30 to 50 percent of the
appraisal fee, AMCs have become nothing more than an obstructive cash cow allowing lenders
to find another way to charge more fees to the homebuyer for no additional services being
performed.
Inappropriate Rulemaking
C.A.R. continues to oppose the inappropriate manner in which the HVCC was originated and
adopted. The HVCC was brought about neither by Congressional statute or the GSEs’
regulator, at that time the OFHEO. Fannie Mae and Freddie Mac came to an agreement with
one state Attorney General and have effectively preempted all state appraisal laws. Because
approximately 65 percent of California’s mortgages will be purchased or guaranteed by Fannie
Mae or Freddie Mac California has no option but to comply with the HVCC.
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In 2007, California updated its existing appraisal laws to prohibit improper or attempted improper
influencing of the appraisal process. Additionally, California’s new law prohibits licensed
appraisers from performing appraisals where their compensation is affected by that appraisal.
C.A.R. applauds and respects the state of New York for taking decisive action to protect their
consumers from appraisal fraud; however, C.A.R. requests that New York respect the authority
of the 49 other states to do the same in a manner that is best for their residents.
In summary, the HVCC has cost consumers at best hundreds and at worst thousands of dollars
more to buy a home, it has delayed the transaction anywhere from one week to one month, it
threatens safe and sound underwriting standards, and finally it has not made the appraisal
process any more independent. C.A.R. asks that Congress take quick and decisive action to
halt the GSEs’ mandate for use of the HVCC, and for your support for H.R. 3044.
Thank you for your consideration of C.A.R.’s comments on the Home Valuation Code of
Conduct. We would welcome the opportunity to discuss these issues in greater detail. If you
have any further questions please contact Matt Roberts, Federal Government Affairs Manager,
at 213-739-8284 or by email at matthewr@car.org.
Sincerely,

James Liptak
President, California Association of REALTORS®

