February 26, 2021

Dr. Mark Calabria 
Director,
Federal Housing Finance Agency 
400 7th St SW
Washington, DC 20024
RE: Appraisal RFI

We are writing these comments on behalf of the National Association of Real Estate Brokers (NAREB). Since 1947, we have served as the primary advocacy organization for Black real estate professionals and the neighborhoods that they have helped develop. However, we have also seen how the gap in economic prosperity runs along racial lines especially through the lens on homeownership. It is well documented that after generations of discriminatory lending practices, we have a wide disparity in Black homeownership and their white counterparts (44.1% vs 74.5% as of Q4 2020 respectively)[footnoteRef:1]. However, we must also not forget that the appraised value of those homes that we currently own.  [1:  https://www.census.gov/housing/hvs/files/currenthvspress.pdf ] 

Over the last several years, there have been many accounts of homes owned by Black families being valued less than their white counterparts, even though those homes share similar characteristics. According to the Brookings Institute, “owner-occupied homes in Black neighborhoods are undervalued by $48,00 per home on average”[footnoteRef:2]. This discrepancy in home values makes it clear that any change in the appraisal rules must be mindful of protecting home values for millions of Black Americans and promoting the Black appraisers who serve these communities. The comments below are in response to the ANPR and look to provide some sort of guidance for the appraisal industry in the future.  [2:  https://www.brookings.edu/research/devaluation-of-assets-in-black-neighborhoods/ ] 

· Do appraisal waivers have a place in Enterprise appraisal policy and process, and if so, for what segment of loans? What are the current risks to Enterprise safety and soundness in how appraisal waivers are offered? Would caps or other limits on their usage be appropriate?
There is a place for appraisal waivers, but only in special cases that justify the exemption. For those borrowers with high credit scores (740+) there could be a legitimate argument for an appraisal waiver that can save both time and money for the borrower. 
· Would utilizing alternative inspection workforces, such as insurance adjusters, real estate agents, and appraisal trainees assist with addressing appraiser capacity concerns? Are there risks of using third-party non-appraisers? If yes, How?
The training and experience that a licensed appraiser has accumulated over their careers is critical to both the lender and the homebuyer to determine the value of a home. To the lender, the goal to protect them from risk when lending out money and without a quality appraisal product, this can become difficult. To the homebuyer, not having a good understanding of one’s home value can be detrimental to a family’s wealth building trajectory. With such high stakes involved it is difficult to justify using third-party non appraisers who lack the full depth of knowledge needed to accurately appraise a home. 

· Is there a need for additional policies and controls to balance potential risks with efficiency benefit from appraisal modernization? If yes, please provide your recommendations.
We at NAREB have seen that there continues to be serious gap in knowledge for potential home buyers in our respective communities. Many of our members consistently engage with first-time homebuyers who do not understand the options that they may have when it comes to the appraising the value of their homes. We encourage the Federal Housing Finance Agency develop a public disclosure form that appraisers can use to distribute to homebuyers that will help guide them through the homebuying process. 
· How can lenders manipulate automated underwriting systems when seeking an appraisal wavier? For example, lenders changing the loan amount, submitting data changes multiple times, or submitting to both Enterprises and delivering to the one who offers the waiver? How do the Enterprises minimize this manipulation?
To discourage manipulation in the underwriting systems, we implore the FHFA to step up their oversight and increase penalties that can be levied against a lender. We have seen far too many instances where lenders will violate law and only receive a fine that can easily be paid. Repercussions should be hefty and should better reflect the severity of manipulated underwriting. 
· Should Enterprise type COVID-19 appraisal flexibilities be part of an updated appraisal process to address disasters and other events to lessen market impacts?
Appraisers are considered essential workers in the real estate industry. Without them, the mortgage lenders will be exposed to unnecessary risk and threatens the strengthen of a key segment of the American economy. However, we must be considerate of their health and wellbeing, therefore we support flexible appraisal during unfortunate disasters like COVID-19.
· What would be the impact of appraisal policy and process improvements to the mid or late career appraiser? Do you believe late career appraisers would delay retirement if they could focus on specific valuation services like desktop appraisals? Or alternatively, would late career appraisers cease operations due to technology adoption challenges?
Experienced appraisers bring forth a myriad amount of knowledge that can be useful in producing quality appraisal products. While there is a real concern that those older appraisers may find it difficult to adapt to the new policies, we are confident that a vast majority of them will be able to make that transition. In fact, we are confident that these seasoned professionals will prove to be a valuable asset to the industry through the transition phase. 
· Do you believe appraisal policy and process improvements would have a positive impact on access to credit, including for rural and underserved markets by providing additional valuation services that serve the needs of these markets?
Because credit data points are not a part of the appraisal process, we do not believe that the appraisal product will have an effect on credit scores nor should it. We do believe that the CFPB does have influence in how credit scores can be used in the purchasing process. However,  having appraisers think about how their products can affect credit scores can prove to be an unnecessary burden and can hinder their ability to provide quality, unbiased, and objective work. 
The future of wealth creation in the Black community is no question going to come from home and property ownership. NAREB continues to advocate that equitable and fair lending practices will play a key component in that future and therefore we must support the work our appraisers do, especially those of color. COVID-19 has shown us how important their work is within the real estate ecosystem and we welcome any adaptations that can help support that work, while also keeping them and their families safe. We look forward to these changes and to working closely with the CFPB on implanting these changes. If you have any further questions, please feel free to reach out to our office at; 301-552-9340, or directly to our Policy & Advocacy Coordinator, James Privette at: james.privette@nareb.com. 
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