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Appralser Independence Called Key to Restoring Confidence

WASHINGTON—Pending federal approval,
propeny evaluation siandards and the cre-
ation of the Independent Valustion Protec-
tion Institule are alimcting positively coue-
Tious reviews.

Mow is lime for action in securing that
appraisals are untainted, independent and in
compliance with national Home Valustion

Coibe of Conduct policies thal represent an
important frst step in the right direction,
stated Thomas Inscorn, CEQ of Zaio Corp.,
im a letter to Office of Federal Housing
Enterprise Oversigh director James Lockhar,
which was also ferwarded 1o Fannie Mae and
Freddie Mac,

“We believe the compromise of apprais-
er independence has seriously threatened
wid will continee 1o threalen the salfely and

soundness of our notion’s financial instit-
tions, os it has eroded inveslor confidence
and has led to the curment mongage liguidity
problems,” he wrote.

He pledged the support of his compaiy
for the cwrrent efforts (o secure appraising
objectivity and independence, noling that in
the past “a stroctural conflict of interest™ has
compromised the independence of appraisers
te the exient it tumed into one of the major
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Internet access to morigage information fi

foctors that created the current morigape
crisis.

“Abuses occurring  during  the  losi
morgage crisis from 1980 w 1995 when
2,012 fhmancial Institotions with 024 billion
in assets fmiled imvolved compromizses of
the independent role of appraisers. Our
ohservation is thot with today’s crisis, the
appraiser independence problem is cven
worse,” Mr, Inserra siates in his leter.

Muoreover, his company's anticipation is
that “some lenders and mongape brokers will
resist the proposals and request significant
chamges™ and strongly wrpes OFHEO, Fannic
and Freddie 1o stand firm and not weaken the
proposals nor delay teeir implementation.”

The executive believes new  properly
valuntion rules are expecied 1o help
thowsands of industry participants including
Znio, Scotsdale, Ariz.. and s pariners.
The company has parncred with nearly
10,000 independent appraisers  througlowl
the country who cumulatively serve maore
than 508 morgage lenders and financial
inslitntions, Zoio said,

Despite the overall enthusiastic suppor,
however, when it comes (o the cremion of the
Independent Valuation Protection Institule,
Zaio stles the following concems:

“We believe there ore 11 specific
unintended CONSEUENCcEs associnted
primarily with the establishment of the
instiute thot would impede successful
implementation of the Home Valuation
Code of Conduct, Among our propaesals is (o
assign the important tasks of the nstitule o
the Apprisal Foundation, which is cumently
the sole orpaniation recognized by Congress
and authorized to issue official industrywide
national appraisal standards.”

Uniniended consequences staled in the
lener include conflicts with current legislation
due 1o the lack of legisintive nuthority for
the instite that can “threaten its market
acceplance,” because Congress has granted
authority to cstoblish national apprassal
standards to the Appraisal Foundation and its
independent bozrds, the Appraisal Stondards
Board and Appraiser Qualifications Board. Tt
recommends the instituteto be established as o
ihird board of the Appraisal Foundation. Also,
Section 5 of the HYCC requires qualificalion
standards for lenders, correspondents and
others selecting appraisers on behalll of the
lemder, which is in conflict with the nutharity
pranted by Congress 1o the Appraisal
Foundation Qualification  standards  of
Section 5 of the HVCC will be established
by the Appraiser Qualification Board of the
Appraisal Foundation. The board curmently
“hos congressicnal authonzation 1o establish
qualification standards ond is well equipped,
experienced omd best able 1w fulfll this
mission.”

Other unintended consequences: Section
8 of ihe HVCC requires lenders (o measune
and 1est appraisal and valuation quality that
cannol occur unless appeaisal quality is
defined, the initial furding is not sullickent 10
fulfill the mission in the long term. the only
existing identified recowrse in instances whedn
appraiser  independence is  compromised
is forcing lenders to buy back loans, or
compromise appraiser independence.

The wse of the term “any Anancial
connection’ in relation 10 selection of board
members appears overreaching and would
resall in the elimination of well-qualified
board members even though no real conflict
CXisls



