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determine i:f your vote is prope~ly cast. And if all 

th,e members have voted, the machine will be locked and 

the Clerk will take a tally. 

Will the Clerk please announce the tally. 

THE CLERK: 

~enate Bill 275 in concurrence with the Senate. 

Total_number voting 143 

Necessary for. adoption 72 

Those vo~ing Yea 143 

Those voting Nay 0 

Those absent and not voting 8 

DEPUTY S.PEAKER 0 I CONNOR:-

Jh,e bill passes. 

Will ·the· Clerk please call Calendar Numbe.r 4 7 6. 

THE CLERK: 

On page 2_4 ,_ Calendar 4 76, Substitute for Senate 

Bill Number-, .13, . ~N ACT CONCERNING REAL ESTATE 

APPRAISAL MANAGEMENT COMPANIES, favorable report of 

the Commi t·tee on Judiciary. 

Representative Fontana. 

REP. FONTANA ( a·7th.) : 

Thank youj Mr. Speaker. 

Mr. Speaker, I move for acceptance of· the· joint 

committee 1 s favorable r·eport and passag.e of the bill 
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The' question is 'acceptance of the joint 

committee's favorable report and. passage of the bill 

in concurrence with the Senate. 

Representative Fontana, you have the .f1oor. 

REP. FONTANA (87th): 

Thank you, Mr. Speaker. 

Mr·.. Speaker, this bill creat~s comprehensive 

frame.work for reguiating the ·operation of appr.aisal 

management .companies o·r AMCs here in Connecticut. 

Under the bilL, AMCs must register with Department of 

Co~sumer Protection before doing business in 

connecticut and pay a $1,000 application fee. The 

·bil.l also sets out other .requirements for such 

companies and authorizes the D.CP commissioner to 

investigate t.he companies and impose penalties for 

violation~. 

Essentially, Mr. Speaker, this represents a 

~oll~borative effort on the part of many parties and 

individuals to improve an area that is badly in need 

of regulation. And r'd like to thank those people if 

I could • 

First, Mr. Speaker, I like to thank 
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Representative Lonnie Reed for her leadership, along 

with the members of the General Law and Banks 

Coinmittee and especially Representative Shapiro an,e;i 

.Barry. I'd also like to thank members of the 

industrx, particularly banks, realtors and appraisers 

for the help. And finally, Mr. Speaker, I'd like to 

thank the Department of C~nsumer Protection~ ~hether 

it ·has to .do, Mr. Speaker, with coerci.on of valuation 

on real estate propertieS; undercutting of commiss:Lons 

or other reprehensible activiti~s, Mr. Speaker, 

appraisal management companies should come under a 

regulatory framework,·and ~~m pleased that various 

entities and stakeholders in the real estate 

transaction process have -come togethe.r. to O.raft and 

· put· forward this l.egislation, which we have embraced. 

It has traveled Unapimously through the Insurance 

and Real Estate Committee, through the Senate and I 

believe through the Judicia.ry Committee as well, and I 

urge passage. 

DEPUTY SPEAKER O'CONNOR: 

Thank you, Mr. Chairman. 

Repres·entative D' Amelio. 

REP. D'AMELIO (71st): 

Thank you, Mr. Speaker . 

. 004270 



• 

• 

•• 

rgd/mb/gbr 
HOUSE OF REPRESENTATIVES 

26 
M~y 4, 2010 

And good morning to you. T rise in support of 

the legislation before us. I agree with ~y colleague 

on the :Insurance Committee. These real estate· 

these appraisal management companies are doing a great 

share o£ the busine~s here in the st~te of 

Conne.cticU:t. Reg_ulation is needed.· The industry 

agrees. · And this is somethin·g we worked on for the 

last couple of years and I urge· t·he Chamber's 

adoption. Thank you~ Mr. Speaker~ 

DEPUTY SPEAKER O'CONNOR: 

Than'k you, sir . 

Will you remark furthe~? Will you remark 

further? 

Representative Alberts. 

REP .. ALBERTS (50th)·: 

Th_rough you, Mr. Speaker, a qaestion or two to 

the proponent of the bill that's before us. 

DEPUTY SPEAKER O'CONNO~: 

Please proceed. 

REP. ALBERTS (50th): 

Thank you, Mr. Speaker~ 

So if I'm to understand this co·rrectly, what 

we're wor:king to do here is to put into code, if you 

wiT!, put into law, a process to regulate the 
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appraisal management companies. Is_ tha·t correct? 

Through you, Mr. S,peaker. 

DEPUTY SPEAKER O'CONNOR: 

Representative Fontana~ 

REP. FONTANA (87t"h): 

Th~ough you, Mr. Speaker, yes. 

Broadly speaking, that is what we are doing. We · 

are not only creating that registration fee but giving 

the commissione-r of Consumer Protection. the ability to 

certify annually their records, audit their 

appraisals, disclose compensation to their customers~ 

prohibit them from-intentionally coercing valuations 

of prope·rties, as well as to_ create a complaint 

process and1 finally, an ehforcement and penalty 

process. Through you. 

DEPUTY SPEAKER O'CONNOR: 

Representative Alberts. 

REP .. ALBERTS (50th): 

Thank you, Mr. Speaker. 

A couple mote questions as t·o how we' 11 -- ex:cuse 

me -- about how we'll do this. Lines 155 through 159 

discuss the process of, I guess~ getting to the point 

where the commissioner is satisfied that the 

individuals that are controlling the appraisal 
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management companies .are o.f good moral character. And 

I'm inquiring as to- how does the. comm-issioner satisfy 

that. Through you, Mr. Speaker. 

DEPOTY SPEAKER O'CONNOR: 

~epresenta~ive Fontana. 

REP. FONTANA ·(87th): 

Through you, Mr~ Speaker, that's an excellent 

que~tion .. I do-know that this legislation is based on 

existing and proposed statutes in ot~er states. I 

t·hink that is -~ gene.ral descript-ion, if you will, of. 

the purpose th~t the commis·sione·r is · s·eeking to affect 

that particular paragraph, which is to ~now more about 

the background and the operations of the people 'behind 

thes.e c6mpan:ies who seek to do business in the stat·e, 

and to ensure that, in fact, there aren't issues 

having to do either with illegal or unethical conduct. 

And I wo\J,ld submit ·to the gen:t·leman, Mr. Speaker, 

that phrasing in line 157 is intended to get at the 

issue of unethical behavior, if you will, which 

wouldn't rise to the level of illegality, but 

nevertheless might be relevant for the pu~~oses of 

certification and licensure. Through. you. 

DEPUTY SPEAKER O'CONNOR: 

Representative Alberts. 
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So as part of this process there would be a 

criminal check' of the applicants. Through you, Mr. 

Speaker. 

DEPUTY SP~AKER O'CONNOR: 

Representat~·ve fontan.a. 

REP. FONTANA (87th): 

Through you, Mr. Spe~ker, it refers to a 

backgrdund ih~estigation in line 158. I certainly 

be-lieve that a criminal background check would be 

appropriate. Through you . 

DEPUTY SPEAKER O'CONNOR: 

Representative Alberts. 

REP. ALBERTS (50th): 

Thank you, Mr. Speaker. .And just continuing a. 

little bit .further, and I think I may be sati·sfied 

after this. ln lines 160 through 162, "determine to 

the: commissioner satis:faction that the controlling 

person has never had an apprais:er license or 

certificate d~nied, re~used to be renewed, suspended 

or revoked in any state.~ Is there a database that 

·the .Speaker is -- ·that the I>roponent is aware of that 

this information could be found. I'm sure. Through 

you, Mr. Speaker. 
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Th;rol,lgh you, Mr. Spea.ker, I arrt not aware offhand 

of any dat-abase. Through you. Regrettably, I'm not 

aware.·· Through you~ 

DEPUTY SPEAKER O'CONNOR: 

Representative Alberts. 

REP. ALBERTS (50th) : 

Thank you, Mr. Speaker. 

And continuing in Section 3, this section, I 

believe, is broadly intended to ensure that there's an 

annual certification that aLl of the requirements are 

met. Is that not correct? Through you, Mr. Speaker. 

DEPUTY SPEAKER O'CONNOR: 

Representative F9ntana. 

REP. FONTANA -(87th)·: 

Through you, Mr. Speaker, I believe that is 

correct. 

DEPUTY SPEAKER 0' CONNOR: 

Representative Alberts. 

REP. ALBERTS (50th): 

Thank you, Mr. Speaker~ I tharik the gentlemari 

for his answers. 
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Thafik you, Mr. Speaker. This bill, which sounds 

sort of technical· in nature when you first ·s.ee .it, is 

really a consurner ·bill and it decides to help home 

buyers and to also h~lp with the housing recovery. 

We were di~cov.ering that the appraisal ·management 

com!)anies' are not .r~gi.stered and, frequently, they 

were sending appraisers, say, from New Jersey to 

appr.aise a house in Old Lyme.. Obviously, they did not 

understand Oid Lyme. ·There would be problems. The 

deal would fal1 apart. The consumer would los.e their· 

rate lock and the deal -- if it ever began again would 

h~ve to start from scratch. 

So this is a w~y of ~etting a handle on what 

we 1 re·· talking about., heiv·ing mo.re trans.par.ency so 

people kno.w where their appraisers come fr·om., how much 

money their appraisers are receiving if they really 

want to find out· how much, which is also important 

inf.ormation in terms of understanding your appraiser 1 s 

credibility and their ability to know the market . 

And then, to us, the other key to this W'ill 
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actually gen.er_ate $50,000 a year within -- for the 

next two years. So each of the next two yearsr it 

will generate revenue. of $50,000 a year, all-around a 

_good bill in every wa~ possible~ 

I want to thank everybody who was involved in 

making this ~ossible~ All the stakeholders came to 

the table and a· special thanl<.s to Repres·entati ve 

Fontana, ~h9 really helped u~ steer it. 

And sa I, of course, am going to vote for it and 

I urge my colleagues to do as well. Thank you, Mr. 

Speaker. 

DEPUTY SPEAKER O'CONNOR: 

Thank you, madam. 

Will you remark? Will you remark further? 

Representative LeGeyt. 

REP. LeGEYT (17th): 

Thank you, Mr. Speaker.· 

With your permission, a few questions to the 

proponent of the bill. 

DEPUTY SPEAKER O'CONNOR: 

Please proceed, sir. 

RE_P. LeGE-YT (17th) : 

Thank you. I'm trying to get a handle on the 

concept of appraisal management companies and the 
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extent to which they are filling a gap because of the 

opportunities that .the economy provides, and whether 

or not there's :any regulatory or authorization for 

them to extst, and how they migh~ have found a niche 

like that. Is that -- if I, if that sounds like~ 

question. I hope· it does. Through you, Mr. Speaker~ 

DEPU.TY SPEAKER o'' CONNOR: 

Rep~e~entative Fontana~ 

REP. FONTANA (8·7~h): 

Through you, Mr. Speaker, I don't believe there's 

any sort of national authorizing entity for the 

existence of such companies. And, certainly, the 

issue o£ registration certification, we are seeking to 

address with this bill. More·generally, I think the 

gent.leman is asking about· how· it is these companies 

came to be, and my guess is they identified an 

opportunity, an opportunity to handle, if you will~ or 

process the huge number of apprais.als that we n:e.eded 

over the last decade during the midst of a 

record-setting real estat~ bubble. And so it --

certainly from the banks perspective, facilitated 

their operations to dea:l with companies that could 

serve, essentially, as middlemen and deal with a 

~ariety of appraisers in every jurisdiction in this 
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country rather than d~al with each individual 

appraiser. 

So my guess is they saw an opportunity to play 

that role and. make some money in the process. ,So 

·they've gained o~tsi-ze importance in a relatively 

short period pf time and have engaged in some 

practices that we r:eally feel are inappropriate. 

Through -you. 

DEPUTY $PEAKER O'CONNOR: 

Repr_esentative LeGeyt. 

REP. -LeGEYT (17th): 

Tha.nk you, Mr ··- Speaker, and I thank the gentleman 

for his answer. 

My sense is then that, as these appraisal 

management companies found their w_ay in~o the. 

marketplace, that they secured a larger and larger 

piece of the pie, and for that, took a healthier piece 

of the profit margin, therefore. But has it evolved 

to a point where an appraiser can't, sort of, go it 

alone ano, try to negotiate. 'their own little piece of 

their business without going through appraisal 

management companies? Is there any type of, not lock 

hold, but control in the maiket.that the appraisal 

compC!,nies, as a group, have managed to acquire? 
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Through you, Mr. Speaker, I believe that there 

remains the opportun~ty for an individual appraiser to 

·have di,rect contractual relations with a. variety of 

clients or entities. I think that when it comes to 

dealing with larger and larger banks, however,· who end 

up driving. a lot of the work, whether it's refinancing 

or initial mortgages or what have you, I think that 

they. ·are dealing primarily,· if not exclus,i vely ~ at 

this point with appraisal management companies. 

So it,' s an indust·ry that is evoi v.ing rapidly wit'h 

the advent of these companies and changing the way 

that appraisers do their business. Through you. 

DEPUTY SPEAKER o·• CONNOR: 

Representative LeGeyt. 

REP. LeGEYT (17th): 

Thank you, Mr·. Speaker. 

And therefore, obviously, the concern that as 

appraisal management companies acquire more and more 

of the market. and control more and more of the 

business of that appraisal process, it spreads, and 
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it's not just .ban·ks, but it's municipalities and any 

oth~r business that needs an appraisal would 

eventually fall under the umbrella of these appraisal 

ma·nagement compani.es and, ·perhaps, they're even in a 

con$ortium now of their own. Am I correct in that, 

that's how this has evo1ved? Mr. Speake·r. Through 

you. 

DEPUTY SPEAKER O'CONNOR: 

.Representative Fontana. 

REP. FONTANA (8'7th): 

Through you, Mr. Speaker, I don't believe it's 

yet reached that point~ but I believe that at this 

point it's ·;headed in that direction and makes 

provisions in this bi.ll that much more critical. 

Through you. 

DEPUTY SPEAKER OiCONNOR: 

Representative LeGeyt. 

REP. LeGEYT (17th): 

And I can -- thank you, Mr. Speaker. 

And I can see how that would be the case. Has 

the·re be.en. any regulati·on of ~ppraisal :management 

companies U:P until this time? Through you, Mr. 

Speaker. 

DEPUTY S:PEAKER 0 I CONNOR: 
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Through you, Mr. Speaker, not to my knpwledger 

which necessitates this bill today. Thro.u9h you. 

DEPUTY SPEAKER O'CONNOR: 

Representat~v~ LeGeyt~ 

REP: LeGEYT (17th): 

Thank you, Mr. Speaker and I appreciate t"he 

answe·r·s from the g,ood gentleman, an.d I share his 

con_cerr:1s about the business .of appraisal management 

companies, .and I' 1.1 be voting in favor of this bill . 

Than·k you. 

DEPUTY SPEAKER O'CONNOR: 

Thank you, Repres~ntative. 

Will you remark further on this pill? 

Representative Perillo. 

RE;P. PERILLO (113th): 

Mr. Speaker, thank you very much. 

If I could, ju$t a few questions, through you, to 

the Representative. 

DEPUTY. SPEAKER O'CONNOR: 

Pl:ease proceed. 

REP. PERILLO (113th): 

Through you, Mr. Speaker, oftentimes, you know, 
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when we pass legislation like this seeking to regulate 

further, typically, there's a trigger. There's 

something that is at -- there's a problem we've 

identified.· It is -very· specif.l,c and finite and I'm 

wondering, is there anything in the state of 

Connecticut. that has happened that would lead. us to 

this, or is it just a general sense that perhaps there 

may be a pDoblem? Tbrotigh you, sir. 

DEPUTY sPEAKER 0 I CONN.OR :. 

Representative Fontana. 

REP. FONTANA (87th): 

Through you, Mr, .Spea'ker, a general sens·e .. 

Through you, Mr. Speaker. 

DEPUTY SPEAKER O~CONNOR: 

Representative Perillo. 

REP. PERILLO (ll3th): 

Thank you very much .. 

ou·tside of the legislation be tore us today, are 

there. any other ways that appraiser$ ar~ regula;te.d? I 

thought that there were national guidelines anp 

organizational ·guidelines that appraisers had to abide 

by. And I'm wondering~ you know, quite f~ankly, if 

·this is required. Througl'). you, sir. 

DEPUTY SPEAKER O'CONNOR: 
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Through you, Mr. Speaker, there are guidelines 

and such that regulate appraisers. This deals with 

appraisal management companiesj which are different. 

Through you .. 

DEPUTY SPEAKER O'CONNOR~ 

Representative Perillo-. 

,REP·. "PERILLO (113th): 

Thank you, Mr. Speaker. Would .not the appraisal 

ma.nagement companies, becaus·e they employ or cont.rq.ct 

wi:th appraisers, 'be· subject to those same requirements 

and oversight features that the individual ap~raisers 

are required to abide by? Through you, sir. 

DEPUTY S PEA~E.R 0' CONNOR: 

Represen~a~ive Fontana. 

REP. FONTANA (87th):· 

Through you, Mr. Speaker~ we believe not, which 

is why ~~ have the bill before us today. Through you. 

DEPUTY SPEAKER O'CONNbR: 

Representative Perillo. 

REP. PERILLO (113th): 

Just a follow-up to that. question. Through yo.u, 

sir, why is it we believe that not to be so? 

004284 



• 

• 

•••• 

rgd/mb/.c~·br 
HOUSE OF REPRESENTATIVES 

DEPUTY SPEAKER O'CONNOR: 

Representative 'Fontana,. 

REP. FONTANA (87th): 

40 
May 4, 2010 

Thrbugh you 1 Mr. Speaker, because appraisal 

management comp.anies are not appr-aisers. Th.ey do .not 

p~rform apprais.als. Through you. 

DEPUTY SPEAKER O'CONNOR: 

Representative Perillo. 

REP. PERILLO (}13th): 

Well, thank you~ That answers my question very, 

very well. This is clearly consumer friendly ~nd 

_we're trying to protect consumers here, and I think 

thatrs a worthwhile goal, and I support the bill 

before us today. Thank you, sir. And I thank that 

gentleman, again, for his time. 

DEPUTY SPEAKER O'CONNOR: 

Thank you, sir. 

Will you remark further on the bill? 

Representative Rigby. 

REP. RIGBY (63rd)~ 

Goo~ afternoon, Mr. Speaker. 

DEPUTY SPEAKER O'CONNOR: 

Good. afternoon . 

REP. RIGB~ (63rd): 
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Mr. Speaker, through you, two or three questions 

for the prqponent of the bill. 

DEPUTY S:PEAKER 0 I CONNOR: 

Please proceed, sir. 

REP. RIGBY (63rd): 

Thank you·. 

Mr.. sp·eaker., through you,· I' v·e heard compla.ints 

from appraisers .that the~r piece has beeti whittled 

down to maybe 50 or even 40 fercent of the total 

charge to a borrow$r client. The appraisal management 

company might keep over half .of the total fee and the 

apprais.et is not able to cover his operating costs and 

ove-rhead. 

Mr. Speaker~ through you, is there. anything in 

this bill that wotild help appraisets obtain a more 

fair and equitable fee? Thank you. 

DEPUTY SPEAKER O'CONNOR~ 

Representative Fdntana. 

REP. FONTANA (87th): 

ThroUgh you, Mr. Speaker, one of the sections of 

the bill -- I believe the sections 3 or 4 deal ·with 

disclosure of compens.ation. One of the issues we 

faced is that end cu~tomers, if you will, do not know 

whe~e those fees are going, how much they're paying 
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and to whom. So we believe that, as. a part of 

disclosing t·hat compensation, we· can beg-in to reveal 

to end customers exactly how much of those funds are 

going to the actual appraiser and how much are going 

to the appraisal management company.- Through you. 

DEPUTY SPEAKER O'-CONNOR: 

Representative Rigby. 

REP. RIGBY (63rd): 

Than-k.you. Mr. Speaker, through you, sm:all banks 

and small mortgage'lenders -have been, compelled by the 

Home Valuation Code of Conduct to establish their own 

in-house. or: subsidia':ty appraisal management· companies. 

If a local bank has a two or three person operation 

charged with ordering appraisals -and complying .with 

the HVCC guidelines, would those small firms tall 

under this bill? Through you, Mr. Speaker. 

DEPUTY SPEAKER_ O'CONNOR: 

Representative Fontana. 

REP. FONTANA (87th): 

Through you, Mr. Speakerj I was just reviewing 

the language in Section 1 o:f the bill, which defines 

appraisal management companies in line·s 10 thro_ug'h 30. 

And it appears that a ·-- an appraisal management 

company that is wholly-owned by a state or federally 
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regulated financial institution, such as a bank, shall 

not be included. Through you. 

DEPUTY SPE~KER O'CONNOR: 

Representative Rigby. 

REP. RIGBY (63rd): 

Than.k.you~ A follow-up question, Mr. Speaker, so 

would tha:t also ·would cover a licensed ,mortgage lender 

in the state of Connecticut? Would they also be 

e;x:empt if they wholly owned the appraisal management 

company? Mr. Speaker, throu-gh you. 

DEPUTY SPEAKER 0' CONNOR: 

Represent_~ti ve Fontana. 

· REP. FONTANA (87th) : 

Through you, Mr. Speaker, if the lender ~s a 

state o.r federally regula't·ed financial institut.ion, 
, 

then yes, they would b.e. excluded a:s we-ll. Through 

you. 

DEPUTY SPEAKER O'CONNOR: 

Representative Rigby. 

REP. RIGBY (63rd): 

Thank you. Mr. Speak~r, one last quest~on. rhe 

Uhited States Congress has taken up the issue of the 

Home v·alua-tion Code of Condu_ct, and there's a bill 

that seeks to impose a mora.to,rium of 16 t.o 18 months 
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on the HVCC system practice to study the matter 

further and look ·a.t the impact of the real estate 

market. Mr. Speaker, through you, if that were -- if 

that .federal bi11 were to become law, what .impact, if 

any, would it have on our ~ill that we're d~bating 

today? Through you. 

:DEPUTY SPEAKER O'CONNOR: 

Representative Fontana. 

REP. FONTANA (87th) : 

Tbrough you, Mr. Speaker, I can)t answer that 

hypothet.ical question. Thr_ough you . 

DEPUTY SPEAKER O'CONNOR: 

Rep~esentative·Rigby. 

REP. RIGBY (63rd): 

.Thank _you, Mr. Speaker. I thank the 

Representative for his ans~ers and I'm very pleased to 

see this bill .make it through the Senate and House, 

and I do· hope that it becomes law. And I'd like to. 

thank Represent-ative Fontana. for his efforts in Real 

Estate and Insurance for ~- for dealing with this very 

difficult ~nd troublesome issue. Thank you~ 

DEPUTY SP.EAKER 0 I CONNOR: 

Thank you, sir . 

Will you remark further on fhis bill? Will you 
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I£ not, wilL staff and guests please come to the 

well of the_ Hopse. Wi.ll the members please take their 

seats. The-machine will be opened. 

·THE, CLERK: 

~he ~ouse of Reptesentatives is voting voted by 
I 

roll call. Members to, tJe chamber. 
I . I The .House is 

voti.ng by rol'l call. Members to the Chamber, please. 

DEPUTY SPEAKER O'CONNOR: 

Have all the numbers voted? Have all the members 

voted? 

.Will the ·members·. please C:heck ·the beard to make 

sure and determine that your vote is properly cast. 

If 'all the members have v.oted, the m~_chine will 

be locked and the Clerk will t~ke a tally. 

Wi11 the Clerk, please, announce the taily. 

THE CLERK: 

Senate Bill 13 i.n concurrence of· the Senate. 

Total number v.oting 14 6 

Necessary for adoption 74 

Those voting Yea 146 

Those voting ~ay 0 

Those absent and not voting 5 

DEPUTY SPEAKER O'CONNOR~ 
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Will the Cl.erk please call Calendar Number 4 59. 

THE CLERK: 

On.page 20, Calendar 459, Substitute £or Senate 

~ill Number 199, AN ACT CONCERNING THE STATE PLAN OF 

CONSERVATION AND DEVELOPMENT, favorable report of the 

Committee on, Planning and Development. 

DEPUT.Y SPEAKER O'CONNOR: 

Represent·ati ve Sharkey. 

REP. SHARKEY (88th): 

·Good aft·ernoon, Mr. Speaker . 

DEPUTY SPEAKER O'CONNOR~ 

Good afternoon. 

REP. SHARKEY (88th): 

Good to see you ~p there today. 

DEPUTY SPEAKER O'CONNOR: 

Thank you. 

REP. SHARKEY (88th): 

Mr. Speaker~ I ~ove acceptance of the joint 

commi t·tee·' s favorable report and passage of the bill. 

DEPUTY SPEAKER 0' CONNOR.: 

The question is acceptance of the joint 

committee's favorable report and passage of the bill. 

Representative Sharkey, you have the floor. 
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Thank you, Mr. President. Calendar page 31, 

Calendar 212, Senate Bill 13, move to place on the 

consent calendar. 

THE CHAIR: 

Is there objection? 

Seeing no objection, so ordered. 

SENATOR LOONEY: 

Thank you, Mr. President. Calendar page 31, 

Calendar 213, Senate Bill 93 is marked go. 

And, Mr. President, Calendar page 31, Calendar 

214, Senate Bill 192 is marked go. 

281 

And~ Mr. President, calendar··-- another item for 

the consent calendar, Mr. President, Calendar page 31, 

Calendar 215, Senate Bill 254, Mr. President, move to 

place that item on the consent calendar. 

THE CHAIR: 

Hearing and seeing no objection, so ordered. 

SENATOR LOONEY: 

Thank you, Mr. President. And, Mr. President, 

returning to Calendar page 1, Calendar 72,· Senate Bill 

95, Mr. President, that item is marked go. 

And, Mr. President, if we might stand at ease for 

a moment because there will be a few more"consent 
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for Senate Bill 176. 

May 1, 2010 

Calendar page 5, Calendar Number 242, 

h~r Substitute for Senate Bill 403. 

Calendar page 14, Calendar Number 472, 

~ubstitute for House Bill 5539. 

Calendar page 23, Calendar Number 63, Senate 

Bill 185. 

Calendar 68, Substitute for Senate Bill 221. 

Calendar page 24, Calendar 104, Substitute 

for Senate Bill 45. 

Calendar page 25, Calendar 125, Substitute 

for Senate Bill 316. 

Calendar 128, Substitute for Senate Bill 

330. 

Calendar page 26, Calendar 141, Substitute 

for Senate Bill 188. 

Calendar page 29, Calendar 194, Substitute 

~or Senate Bill 412. 

Calendar page 30, Calendar Number 212, 

Substitute for Senate Bill 13. 

Calendar page 31, Calendar 213,. Substitute 

for Senate Bill 93. 

Calendar 214, Substitute for Senate Bill 
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Calendar 219, Substitute for Senate Bill 

402. -
Calendar 220, Substitute for Senate Bill 

325. 

Calendar page 32, Calendar 234, Substitute 

for Senate Bill 167. 

Calendar page 35, Calendar Number 278, 

Senate Bill Number 400. 

Mr. President~ that completes the items 

placed on consent calendar number 2 . 

THE CHAIR: 

Thank you, Mr. Clerk, the machine will be 

open. 

THE CLERK: • 

Mr. President, there's one correction. 

Calendar page 2, Calendar 118 was not placed on 

consent, that was referred to Finance, Revenue 

and Bonding. 

THE CHAIR: 

Thank you, Mr. Clerk. 

Senator Fasano . 

Have all members voted? Have all members 
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Please check t~e board to make sure your 

votes are properly reco·rded? Have all members 

voted? 

The clerk will announce the tally. 

THE CLERK: 

The motion is on adoption of the consent 

calendar number 2. 

Total number Voting 32 

Those voting Yea 32 

Those voting Nay 0 

Those absent and not voting 4 

THE CHAIR: 

The consent calendar passes 

Senator Looney. 

SENATOR LOONEY: 

Thank you, Mr. President. Mr. President, I 

believe the clerk is now in possession of Senate 

Agenda Number 5 for today's session. 

THE CHAIR: 

Mr. Clerk. 

THE CLERK: 

Mr. President, Clerk is in possession of 

002708 



 

 

 

 

 

 

 

 

JOINT 

STANDING 

COMMITTEE 

HEARINGS 

 

 

 

 

BANKS 

1 – 319 

 

2010 

 



• 

• 

• 

26 
kj/gdm/gbr BANKS COMMITTEE 

March 11, 2010 
11:30 A.M. 

Okay. Thanks. ThaQks very much for your 
testimony. 

ROBERT CLERMONT: Okay. Thank you, Mr. Chairman. 

REP. BARRY: Next on the list is Nora King. 

NORA KING: Representative Barry, members of the 
committee, hello. My name is Nora King. I•m 
a real e.state appraiser and actively involved 
in the Connecticut•s Association of 'Real 
Estate Appraisers. 

I am also an appraiser that works with large 
banks and appraisal management companies. And 
I s~e, on a day-to-day basisi what is 
happening due to the large banks·and AMCs 
seeing the appraisal. as a profit center. 

I ·think Bill 228 will solve the problem and 
fully provide transparency to the consumer. I 
think this bill addresses the mor.e underlying 
issue~ of consumer transparency and stopping 
the erosion of the appraisal industry 
alongside of the registration and regulations 
of AMCs .. 

The issues that you may not be aware of that 
are happening today and why this bill is so 
crucial and critical, is there•s a lack of 
transpar~ncy and lack of quality in the 
appraisal process. Separat-ion of fees is the 
solution. -This is primarily because AMCs and 
large banks, such as Chase -- I also submitted 
letters I•ve written to Chase -- and an 
example of a management company that is -- as 
doing this practice, s.o that you can see 
backup material -- they are treating th~ 
appraisal process as a profit center, with no 
regard to the consumer or to the ·quality .. 
They have lost sig~t that buying a hous_e is 
the biggest investment most consumers make in 
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REP. KIRKLEY-BEY: And pocket the rest? 

NORA KING: And pocke·t the rest. 

REP. KIRKLEY-BEY: Thank you. 

REP . BARRY: Sena t.or Duff . 

SENATOR DUFF: Good aft'ernoon, No·ra.. How are you? 

NORA KING: Hi. Hi, thank you. 

SENATOR DUFF• Than]{ you fo:r::: coming up. :And I know 
you•ve been very interested and involved in 
this issue for the last· few years . 

. As you know, there are a couple other bills 
out there in different committees ·with regard. 
to api?raisal reform. Committee members may 
not be aware ·of some of t.he other bills that 
are in --·that are in this building right now. 

Can you explain the difference between your 
bill, not your bill, the bill you are 
advocating for and the other bills that you 
may or may not h:ave an opinion on, but if you 
see any differences between those ;bills .. 

NORA KING: Yes, I did. Those .are H.B. 5·221. I've 
had lots of discussions with Loriilie Reid 
.regarding those, and Senate Bill 13. And I -
I•m actually in support of both of those 
bills. I think that AMes· do need to be 
regulate~ and registered in the State of 
Connecticut. However, I don•t think that•ll 
solve :the problem. I think the issues with 
cohsumer transparency are going to be Solved 
with the f.ee is·sue, which is the core of this 
bill. And I think the bills actually 
compliment· one another. I don • t see them 
competin9. against each other. I think they 
:are two separate issues and, actu~lly 
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compliment each other nl.cely. l think, by 
having all three of them, you realize the 
immediacy that there is a huge problem out 
th_ere right now. 

SENATOR 'DUFF: Okay. So ·have you -- ha:ve you 
studied all the three bi_lls that are out 
there? 

NORA ~ING: Yes, I have .. 

SENATOR DUFF: Is it, in your opinion, that tlli.s 
bill does not circumvent or get in the way of 
the other two bj.lls• that may be out there .. 
Thi.s coq~.plim~nts it, in your ·opinion? 

NORA KING: Absolutely. 

SENATOR DUFF: Okay. 

NORA KING: I think this is the strongest one, 
though. 

SENATOR DUFF: Okay . 
,,; 

NORA KING: For the problems at hand . 

.$ENATOR DUFF: And a.s far as from a ·standpoint 
of the consumers, do you feel 'tha:t it is. -
consum~rs have an -- have an idea? You know, 
they write a check 'to the -- to the 
mortgage broker-, I 'm sure, to the -- to the 
lenders --

NORA KING: Uh~huh. 

SE~ATO~ DUFF: -- bank, whoever, about an 
appraisal. They probably don't know what 
who gets what and where and why. They just 
want to know whether the house appraises ~t 
the purchasing or it doesn't apprai~e. 

.. · 
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HOME BUILDERS ASSOCIATION OF CONNECTICUT, INC. 
1245 FARMINGTON AVENUE, 21111 Aoor, WEST HARTFORD, CT 06107 

Tel: 860-521·1905 Fax: 860-521·3.1.07 Web: www.hbact.oro 

-February 16;2010 
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Your Home 
Is Our 

. Business 

Senator Joseph Crisco and Representative Steve Fontana, Co-Chairs, and 
members·ofthe Insurance & Reai Estate Committee 

B~ll Ethier, CAE, Chief Executive Officer 

RB. 1.3, AAC Real Estate Appraisal Management Colilpanies 

The-BBA of'Connecticut Is a professional trade association with 1,100 member 
firms statewide, employing teils ofthousands ofComiecticut citizens. Our meinbers.are 
~sidential ·and cominercial builders, land. developers, hoine improvement con~tors, · 
trade contractors, suppliers and those b~inesses and professionals: that prov.ide services· 
to our diverse industry .. We estimate that our members build 70% to 80% of all new 
homes and apartments in the state .. 

We support the intent ofRB 13 'o provide the public· greater assurance that the 
critic&liy imp~rtant function .of real estate ~pprals~ls; when done through appraisal· 
management companies, is done with a high leyel.of competency. 

Home builders have expeiienced severe lending issues ~ a result of the Jfuancial collapse 
and· restructuring that has· taken place in our economy. We· testified before a joint 

. invitatiomlt hearing of the Banks-and Commerce· Committees last December to highlight 
the issues our members have faced. ·This testiinony can_be found on om home page at 
www:hbactorg. We do not want to paint'with a broad bnisb but some of these eredit crisis 
issues ~late to poor.appraisius conducted through appraisal management firms. 

The common complamt luis been that som,e management co~panies hire appraisers from 
outside the ~a where a new home bas'been built and sold and is ready to close. Such 
appraisers may not be familiar With.a municipality', let alone a particular neighbo~ood, and 
nonsensical appraisals result in lost sales. The cramming down of appraisal fees paid .to · 
certain appraisers and the demand for vety qUick turn-aio~d may also result in the use of 
poor comparables and a ''rushed" job, producing poor appraisals. Nationally~ we have 
urged better guidance be sent outregardiiJ.g the HVCC rules (or amendments to same) to all 
parties so that reasonable, permissible and necessary conversations and information 
exchange can take place between appraisers and interested'parties to·a transaction. State. 

0 governments can also do their part to ~ss these issues. 0 

AB .sellers of new homes and, therefore, very interested consUmers of real estate appraisals, 
·we b!lve participated in-discussions with the C.T Chapter of the Appriisal Institute, the CT 
Associ~tion of Realtors, CT Bankers Association and appraisal management firms over this 
bill. At this point, we are comfortable with the direction being taken with the group's 
negotiations and potenti81 a~endnients to the biU's language, but r.ese"e comment 
.until we see fJ,Dallanguage. · · 

·Representing the Residential Construction Industry In .connecticut Through Advocacy aoc:i Education 
•Leading Our Members to Professional E;xcellence• · 
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We believe .that the registration of appraisal management companies is necess•ry to -
ensure accountability to the citizens-of Connecticut. ;Appraisal management companies -

-may be domiciled anyw:here and many are not located here even though they ~gage 
appraisers here. Registration would at least help to identify such firms and create a. 
framework to hold firms and the appraisers with whom they contract accountable~ agair,l for 
high level of appraisal competency, 

To ~chieve the accountabiUty desired, minimal regulation through clear, objective 
.standards may be nec;essary to accompany registration. For example, familiarity with 
the. neighborhood of a property should be a minimum require_ment to conduct an appraisal. -
Faniiliarity with the extent, scope of and reasons for each distressed or. foreclosed property. · 
in specific neighborhoods -and appropriate adjustments to same should be required before 
using such properties as comparables. To the extent _such requirements are already a part of 
the regulation of licensed appraisers, that's great. To the extent they are no.t, that needs· to 
be fixed.. Appraisal_managem.ent companies should also internally ·enforce s®h rules on 
the appraisers they hire or ~e subject to losing their registrati~n to do business in this state. 

-Having said the above, we strongly. urge· you to keep regulations tO a miniinum necessary 
to ensure a high level of competency of all apprai_sals. We do not support the 
requirement f~r appraisal managemeli_t firms to conduct market surveys on prici.Qg. 
To our knowledge,. such surveys are not required of any other business and colild subject · 
the appraisal process to much- unnecessary discussion and possible liability·or enforc~ent 
over survey methods. The expense of conducting Such surveys is an Unnecessary added_ 
qost to teal estate transactions. · 

. Frankly, we are not intefested in the market- share or fee disputes between independent 
appraisal finns and appraisal management companies. We just want all appraisals to be 

. done competently. As .an alternative to the survey and market rates language of RB 
13, a much better way to address fee issues i~ to niak:e the cost of appraisals more -
transparent so that all parties who order .an appraisal or are atrected _by an ·appraisal 
understand the ~ cost of the appraisal. · This can· be accomplished by simply requiring 
appraisers· to note on each appraisal the price they were paid for that appraisal. The free 
market and ~ompeti1;ion would then take over to stabilize prices at a level that works.for · 
appraisers, appraisal management compairles, bankers, sellers, buyers and b~wers. _ 

- - -
'IJle legislation· needs to.clarify several other.provisions and we a,wait language to. be 
offered by the other interestS. For.now, we ~ge your support ofRB 13 with the caveats 
noted ~ove and your consideration of compromise language we ·trust is forthcoming._ 

Thank-you for the opportunity to cpmment on this legislation . 
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spea~er is that ·a lot of the points that you 
intended to make have already been made. So I 
won't reite;rate a lot of that except to just 
reinforce that sudden cardiac arrest is one of 
the leading causes of death: in this country. 
The key to survival is quick recognition of and 
quick app;I.ication of CPR, and then quick use of 
the ,aforementioned AED. We teach that every 
day in our CPR/AED training. And again, a.ccess 
to an AED is an important step or an important 
link l.n the cardiac chain of survival. 

So again, I just want. to go on the record on 
behalf of the American Red Cross to supporting 
the passage of that bill and I will entertain 
any questions you might have. 

REP. ·sHA,PIRO: I think one of the benefits from 
being the 17th person to test·ify on something 
is .that yqu:don't get grilled with·ques.tions. 
So thank you. very much for your testimony. We 
have John Galvin followed by Bi.ll Mackey. 

JOHN GALVIN~ Good. afternoon., Senator Colapietr.o., 
Representative Sh~piro and members of the 
commfttee. My name is John Galvin, I'm the 
president of the Co:rinecticut chapter of the 
Apprais~l_s Institute. I'm here .to let you know 
that although the Connecticut chapter of the 
Appraisal Institute supports the coll:cepts _ 
incluQ.ed in Bill Number 5221, and applaud its 
submission, we strongly encourage you to 
support Bill 13 instead, AN ACT CONCERNING 
APPRAISl:\.L MANAGEMENT COMPANIES, that is 
currently in front of the Insurance and Real 
Estate Committ~e. 

Although Bill 5221 contains -very similar 
language ·to that de.tailed ;in, Bill 13, Bill 13 
is an act that has evolveq from a tremendous 

· amo.unt of input from not just the Appraisal 
Ins.titute, bUt also from the Department of 
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banking, the Oepartment of Consumer Pro.tection, 
the attorney general, .Connecticut Association 
of Realtors, Connecticut Homebuilders 
Association, Connecticut Bankers _Association, 
Connecticut Real Es-tate Apprais.ai ·commission, 
and several independent groups concerned about 
this issue·. 

As you may be aware, in 2009 the Home Valuation 
Code of Conduc-t·, HVCC, was adopted with 
honorable -int~ntions requiring r_esidential 
appraisals·to be ordered by independent third 
parties t·o _1~nding trahs?ctions. These were 
called app;r.aisal management compani~s,·~cs. 
The resul.ts, however,· have not been all that 
honor~ble and have haO. an advers~ impact on the 
coll~teral .review function of the lending 
process, a. cri~i-cal :part of loan quality not 
just. to the consumer and the underwriting 
irts~itution.; but also the end investor who is 
"the source of" funding that provides liquidity 
to this large segment of the economy. 

Prior to HVCC, there were a few ~Cs in 
existence~ · Howeyer, HVCC mandated a ma·rket 
format·tha:t r~sulted in- a sudden increase in 
the ·number of AMCs throughout the country. One 
result of HVCC is tha,t it has exposed a large 

-number of practice~:;~ that unscrupulous users of 
appraisal services have placed on appraisers in 
an ·eff<?rt to obtain a desired result .. 

Currently, .the function of t_he AMC is 'the only 
part .of ~he lending process that is not 
required to register or is regulated. AMC 
legislation i~ necessary in order to assure 
appraisal reports are competently c.ompleted by 
qualified apprais-e.rs who are appropriately 
certified. The Appraisal Ihsti.ttite has 
recognized the need for legislation to make 
appraisal· management companie"s accouptable not 
just in Connecticut, but ac.ross the country. 
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Last year the Appraisal Institute was 
instrumental in getting legislation passed in 
si·x, states and currently efforts are taking 
place in appro.ximately 30 states, all with 
language being writ.ten into Bill 13 that is in 
fron.t of the "Insurance and Real Estate 
Committee. 

In StJmrriary, Bill 13 has been written with the 
group of stakeholders consc~enti6us·of fiscal 
impact and fo~~sed on the concepts of revenue 
neut:ral. ·Bill 13 also considers suggestions 
from the Title yendor Management Association, 
which is a trade association of four AMCs. The 
voice.s coming from appraisers 1 though . sounding 
different and in sqme cases quite emotional, 
are really a.ll on,. the same page of passion for 
this issue. 

As a .result, the Connecticut Chapter of the 
Appraisal Ins.titute respectfully requests that 
all the effqrt go into supporting one of the 
bills, and that being B:ill 13. 'rhank you . 

REP: SHAPIRO: Thank you for your test-imony and 
Repr.es.e~tative Reed~ who I know has als.~ put 
some· time and effort into thfs issue. 

REP. REED: Tha.nk you, Mr. Chairman. 'I•m glad that 
yo:u, too, are talking. I. think thi.s i~ really 
important. I have spoken to Realtors from 
Middlesex, New Haveri and Fairfield count-ies who 
tell me how .ma~y problems they•ve had with 
appraisers who are just not well trained .. 

. They•ve had people come in from New Jersey to 
evaluate properties in Old Lyme. And they•ve 
had people coming to look at condominiums 
who!ye walked right past the amenities .and 
wrote down in an appraisal that there were not 
amenities, and blew the deal on that .little · 
tight time line that people have. So I•m 
wondering do you have any sense now what areas 
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there are that would kill this bill in your 
terms? I mean, what has to be in there, the 
top one thing? 

JOHN GALVIN: The top one thing I think is 
ac.countability. That -- you know -- the 
biggest thi;ng.w~'re·focused on is -- one big 
thing is that the appraisal management 
companies have to have· somebody who is licensed 
and certified. apprai~er on ·staff to review the 
-- to do the revi.ew function. That is the 
biggest thing _and that person be responsible 
not only for ·the review function; but also the 
ordering of the appraisa·l and making sure· that 
a compet-ent. appraiser is· ordered. Not just a 
competent apprai_ser being al:>le_ to ·appraise 
property, but· competent in that geographic 
location. · 

And also other factors, by not putting an 
strenuous burden on appraisers by requiring 
them to do ten appraisals a day or insisting on 
doing them on a ce.rtain day of· the week -so they 
have to hit quotas, to give them the time 
necessary to competently appraise a property; 
to compe~~ntly analyze it, to take the time to 
stop a_nd look at the pool and th!=! amenities of 
the condominium complex, et cetera. 

REP._ ~EED: Thank you and one other quick question. 
Just doing my· research I was sturirted to realize 
that ~6me·of the major banks now own these 
AMCS. But there's supposed to be a Cpinese 
wall between them, when in ·reality they've 
actually created a. ne.w revenue stream.. So I'm 
very interested in. baving some level of 
transparency so that everyone knows what we're 
talking :about, 1ftho's really in charge and how· 
much the AMCs are getting relative to how much 
the appraiser is getting and how much that . 
impacts the consumer. 
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JOHN GALVIN: That is. something that we•re looking 
into and there•s.language being considered by 
several g~oups that includes so~ething more 
struc·tured in Bill 13 in the draft ·that • s 
coming out for review. 

REP. REED.: Thank ,you ·very much. Thank you, Mr. 
Chairman. 

REP. SHAPIRO: Thank you. Are there further 
questions? .Thank you .for your testimony. Bill 
Mackey followed by Paul Castell~. 

VOICE: (Inaudible) . 

REP. SHAPIRO: we•re aware of that situation, that•s 
fine. 

MICHAEL ·MQCONYI: . Good afte~noon, Senator 
Colapietro, ·Representative Shapiro and 
committee members.· My hame is Michael Moconyi 
and I'm the executive director·for the 
Connecticut Cqapter of the National Electrical 
Cont·r~cto.rs Association . 

Thank you for allowing· me to make a few brief 
remarks- on Bill S225, AN ACT CONCERNING SOLAR 
WORK. Connecticut NECA is here to~ay to s-peak 
in ~aver of requiring the installatiqn of solar 
work to be performed by· E-1 and E-2 electrical 
license·hold~rs. · 

Solar electric is loosely defined as th~ 
instal,la:tion, erection, repair, .replacement, 
alteration or· maintenance of photo voltaic or 
wind generation equipment used ~o distribute 
power. This technology has :Peen around for 
decades and the installations _have been 
performed by E-1 and E-2 licensed electricians. 

Historically, the state of Cortrtecticut has 
issued E-1 and E·-2 licenses tha.t regulate the 
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SETH MELLEN: No, we have at all times a PV-1 or an 
E,..1 on staff, excuse me, on the job site while 
I'm on the job sit.e. And. then we· also have 
what would be· considered l'aborers as well. 

SENATOR CO~PIETRO: Well, I.· guess what I'm going to 
· ask again is do you install these by yourself · 
or do you have a supervisor with you instal;Ling 
these? 

SETH MELLEN: I have a supervisor with me. 

SENATOR COLAPIETRO: Thank you. David Chapman. Is 
that you? Thank you for your ·testimony. 
Robert Clermont, followed by Nora 'King. 

ROBERT CLERMONT: Good afternoon, Mr. Chairman, 
members of the committee. My name is _Robert 
Clermont, I ~m a certified real estate 
appraiser here in the state of Connecticut. I 
reside in ·Meriden, Connecticut. I own a 
company ·called· Value Quest Appraisal and I' als.o 
serve ·as the president· for the Connecticut 
Association of Real Estate Appraisers. Befo·re 
I begin I just wanted to thank Representative 
Reed for her efforts in putting this bill 
forward. We think -that it's really a long time 
coming,. :Many of you may ;remen:lber we came up 
last year and testified before the committee on 
a .different House bill,_ but it. also-- Senate 
bill -- but it also pertained to management · 
companies and escrow, a lot of th~ focus was. 

We ':ve ba·sically been working on: , as John 
Galvin, the president .from. the 'Institute 
testif-ied earlier, we've been working on ·senate 
Bill 13'. And this bill -- a lot of language in 
this .bill mirrors .the language in that bill. 
Some of the concerns that we ·have with this 
bill are the same concerns that we have with 
the other bill so. First of which is really · 
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the issue of the principle representative or 
who serves as the princiJ:>le representative .for 
the company. 

Weire of the belief that that person really 
needs to be a certified real estate appraiser 
here in the state·of Connecticut. The laws for 
real estate. apprai.sers have al;ready been 
tested. We have a commi~sion in place ·to deal 
with, if I can say, behavioral issues as well 
as legal issues. By having an appraiser serve 
as the principle· representa·t i ve, _another ups ide 
to it is that it offers no additional .. cost to 
the. state because the consumer ·protection is in 
place already as well. as the appr_aisal 
commission. S.o again, our CC?nc~~n is .really 
over who that· principle representat-ive is going 
to be and who's: going to serve for that 
compall:Y· 

A concern, Representative Reed, that you raised 
earlier is very valid. And that's over really 
.the geocompetency of. appraisers. And what • s 
happen;!.ng· today is management companies -
appraisal management companies are really 
focused on the profit=;; rather than the quality 
of the appraiser tha,t they're selecting, Just 
to kind of give you ·an overview of how that 
happens, and how you get apprai·sers in 
different. are:as who are coming in who are 
urtfa~iliar with a particular market,_ it's 
essentially like this. 

The appraisal management. company will senq, U!3 a 
request to appraise a property, le~•s say, you 
know, 'in Hartford, Conne.cticut. And you may 
look at the reque_st and it may be something 
that you • re interested in apprais·ing, but the 
more you_get into it and the more you research 
that ·property, you find out that it really is 
·beyond your competency issue. It •s something 
that you're not really -comfortable in 
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And you tell the management company.· You tell 
the management company, you communicate this to 
"them and you say, i1You know; I im really :not 
comfortable in appraising this type of 
property_. I 1 ve never done this before. You 
know, I can. ·reach out to my colleagues and I 
can. a~lt- fo~ advice, but in the end, I 1 m really 
not comfortable. in doing it. ·11 And wha.t. they 
say is 11 Well, we 1 ve assigned it to you . ·It 1 s 
on a deadline. Either you do it or we take you 
off the list. 11 So appraisers are f.C?rced to 
app;raise properties that·they 1 re uncomfortable 
in appraising. 

And som~t-ime.s, you know we feel that that 
practie.e:is really harming consumers in the 
end.· So again, it 1 s realiy· a long time coming. 
We think that· this is a step in the right 
direction. we· ~ertajnly look forward •to· 
working. with t.he committee as well as the 
~eg~slat.ors ·who a:re working on this sort of 
bill, and I don 1 t know if anyone has any 
ques·tions for me. 

SENATOR COLAPIETRO: Thank you. Representative 
Reed, you want to say hi? 

REP. REED: Hello. You know, I loved the gentlemen 
who testified earlier speaking that these two 
bills, the inqividuals involved. ~n these two 
bills are talking, and I thi,nk that 1 s really, 
really impqrtant to come up with a strong bill 
that rea1lygets something done because I think 
it 1 s. an really· important- .area that we need to 
ride herd over me.re closely. And I have 1spoken 
to seve:tal appraisers who told me they·were 
very uncomfortable. They were being sent out 
and it was customary to recuse yourself from' 
certain venues because you didn 1 t :understand 
t~e real estate markets there, and that they 
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were forced to do it in order to keep their 
jobs. And I've heard t~is again and again and 
again. So I think s.omewhere along the line we 
·should find some language that can work. Thank 
you. 

REP. SHAPIRO: -Thank you, Representative. And just 
to follow u,p on what Representative Reed was 
talking about and what was mentioned by a pri_or 
speaker; I assume you•re following Bill 13 out 
of the· Banks Comm~ttee -and you•re supportive of 
it? 

ROBERT CLERMONT: Not in its present form, but we· 
there•s an ongoing dialog between myself and 
the -- John Galvin :from the Appraisal 
Ins.tit-ute. You know, we•ve spoken to otber 
legislators who kind of wade in and ask the 
questions on that bill. So you know, .we•-ve 
talked to Tim Calnen, whom many of you may know 
from the Connecticut Association of Realtors. 
So we•re really trying to forge something 
that•s bett"e·r than what it is. You know, we•re 
trying to find that balanc_e where it satisfies 
everyone•s concerns. 

One of t~e main concerns, again,· as 
Representative Reed just alluded to. is tha.t, 
you know, ·we · don • t think we • re going to have 
the :problems.that we had. The problem that we 
have now is that management companies are 
focused on ·that profit, you know. The 
appraise·r IS CredentialS., their knowledge Of the 
market, their expertise has really become 
secondary to the fee that charge. So we think 
that you solve that preble~ by having someone 
who is. c_ertified. serve· as the principle 
representative for that. organization. 

That way, in doing that, they•re going to have 
a little skin in the game. They•re going to be 
responsible for the selection. of those 
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appraisers. They're going to be responsible 
for the review of that appraisal and they're 
go~ng to be signing off on it. So there's 
c~rtainly going·to be a greater level of ¢are 
and maybe tnat means something to you all. 
Maybe it. doesn't, but I think that the thing 
that would really have meailil'l:g.is'that when you 
have that care then you're going to. have a 
greater level of protection for the consumers 

· of C.onnect;:icut, which· does.n' t exist today. 

REP. SHAPI~O: Okay. Thank you very much. Further· 
questions? If not, thank you for your 
t·estimony. 

SENATOR COLAP·IETRO·: Yes, I just want to apologize 
t'o thi.s gentle~en,. John Charnl:)erlain, because I 
missed you and. I thought you .were one of the 
three that were up there so I'll call you at 
this time here. 

JOHN CHAMBERLAIN: Chairman, members of commi.ttee, 
thanks· for giving me the opportunity to ~peak 
to you about this today. My name is John 
Chamberlain, I'm a resident of Trumbull, 
.employed by Sunlight Sol·ar Energy. I 'm the 

· office coordinator for Sunlight Solar and here 
today to speak to you guys on behalf of our 25 
empl~yees, residents of Connecticut, as well as 
our owner, Paul. Israel, ·who is a :J.,icense~ }lome 
improvement contractor and a PV-1 license 
holder here in the state. He couldn't be here 
with us t·oday. But we operate out of an office 
in Milford. 

Sunlight Solar was one of the first approved 
installe:r:;s· thro~gh the CCEF.program bere in the 
state.and our success in Connecticut has helped 
us grow a bus~ness and given us the. exciting 
opportunity to offer hardworking craftsmen . 
positions.that provides.them a chance to be a 
part· of not only a growing business., but 
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·One small detail that I want to throw in before 
I go too much farther that was shared with me 
·by Mike Trahan _:..·Sunlight Solar is a part of 
.Solar Connecticut and a, .. proud one -- is that 
the DCP has reviewed House Bill 5225 and does 
not support it .. So I hope there will be an 
opportunity for you guys .to verify that with 
the commission, but I did want to go ahead and 
share that.now speaking with you. 

I wanted to also sort of reiterate some of what 
you've heard on the front· as far as saying --. 
looking at our· work and .only seeing the fact 
that.we are required to think about electricity 
and handle it carefully·limits th~ scope of 
what we do. I '11 try to be brief as· l wrap up. 

But there is absolutely a ·concern on our 
companies pa~t about what· it Wb"Uld mean t9 our 
business to remove these exemptions from 
licensing for workers who hoist, place and 
anchor ·equipment. I know specifically one of 
our installe:r;-s in Branford is looking up 
something in writing that we ·can ·get. to you 
guys regarding :P,is job as an unlicensed 
employee. He '.s been with the firm f·or three 
years, works hard ~very day to support his five 
year old daughter like many of our installers. 
And of the 15 staff members that we have O.oing 
solar .inst.alls on a daily bas.is, a good portion 
of those are folks that we would have to look 
at· how we could manage to keep them on staf·f if 
that exemption were dropped.. so· I suppose I •11 
.finish with that. and ask for any questions. 

SHAPIRO.: · Thank you very much for your 
te.stimony. Nora King, fo.llowed by Glenn 
Marshall, :who I think will be played by Jim 
Lohr for -- all right. 

NORA KING: Hi'· my· name is Nora King. A few of you 
may remember me from last year when I address·ed 
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your committee regarding Proposed Bill 303. I 
want to.thank-Lonnie for her work on this one, 

For those of you that don't remember, Iim a: 
real; esta-te appraiser and I'm actively involved 
in the Connecticut Association of Real.Estate 
App:r::aisers. I am an appraise_r that works wi.th 
appraisal management_companies on a day to day 
basis and I. see ·wh~·t is happening by the large 
banks ~nd the AMCs seeing the appraisal as a 
profit center-. Many of the issue's that I 
addressed last y~ar have become progressively 
worse in·· the ·last twelve· months.. Though I 
think the intent of Bill 5221 addresses a .small 
part of the reform process that is needed for 
AMCs, I do .not believe it will solve the 
current problem today._ I think. that .we n!3ed to 
include .additions i-n the bill for it to be 
successful .. 

One is the lack of transparency a!!d a lack of 
quality· in the appr~isal pro·cess, which we sort 
of all. addres·s.ed to.day .· This will be solved by 
the ·separation of fees. This is primarily 
becau·se AMCs and large banks such as Chase are 
treating the appraisal process as a profit 
center. 

A fee $Chedule or a fee pan!31 is not enough. 
'I'he consumer has no idea the· AMes are focused 
on the cheapest appraiser and the quality is 
suffering. They ·rarely ask for qualifications, 
but go by who can do it for_the cheapest price. 
HUD clearly states the full disclosure of fees 
must be m~de to the borrower. AMCs ~nd l~rge 
banks do this J:?ecause they clearly pla.ce their 
processing fees in the appraisal fee. They 
·clearly state on the. appraisal order "Do not 
discuss or disclose fees to the borrower." 
This mearis one thing. They do not want the 
consumer to know what they are paying for . 

000551 



• 

• 

• 

149 
tmj/gbr GENERAL LAW COMMITTEE 

February 25, 2010 
10:30 A~M. 

They are breaking anti-trust laws by setting 
the fees and stopping the competitiveness of 
the appraisal proce~s, as wel.l as driving costs 
up for the consumer w:i,th no thought to the 
quality.or the risk that is being assumed by 
the consumer. The only way to stop this from 
happening is providing a full disclosure and 
allowing the appraiser to provide the invoice 
both in the report and at the time of 
inspection~ 

Another thing that I have not heard addressed 
·with Senate Bi~l 13 and today is t'he alteration 
of reports·. I have· witnessed ~his firsthand. 
No AMC ~hoU:ld be allowed ·to alter the report, 
add'data or re~ove da,ta. Many· of the larger 
AMCs do t.his. ';['hey strip out invoicing'· 
add.endums, conten·t. The Bankfng commissioner, 
Howard Pitkin; is aware of· it. He has no legal 
r.eco.urse to dq anything about ~hat. And if 
you want· further documentation about that I 
have plenty. 

And thirdly, if T can just wrap up, .'I think 
that the tax - -· the r.evenue needs t~ stay 
within Connecticut. By.putting someone who's 
licensed·, who's responsible which Rob had 
addressed, it helps keep the money flowing into 
Connecticut,. which is going to f1,u:ther. st~pport 
our economy and our state as well as advocate 
the use of transparency. 

I put a few more points on this testimony so 
you guys can read it if you want as well. 

REP.· SHAPIRO: T.hank you ve"ry much and I ali>p:r:eciate 
your testimony and that you're actually ·~dding 
s·omething to the bill that you think we may 
have mi·s·sed and the Banks Commit tee may have 
missed and I'd .like to have us pursue that as 
we go forward. It sounds like a re·al problem . 
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REP. SHAPIRO: Thank you for being so patient and 
waiting it out. "All right. Glenn Marshall 
followed- by- Steve G.uveya,n wil-l be our last 
speaker. 

GLENN MARSHALL: Chairman Colapietro,_Chairman 
Shapiro and members of the General Law 
Committee, my name i~ Glenn Marshall. I'm the 
distric~ business manager for the Connecticut 
earpenters, I'm president of Carpenters Local 
210-. I am here today to testify· against Raised 
Bill 5225, AN ACT CONCERNING SOLAR WORK. 

I strongly support the· growth of _solar _power i;n 
efforts to imp;rove ene.rgy efficiency_. However, 
we· strongly oppose the change in section three 
o.f ·this bill which would el-iminate .employees of 
or any contractor employed by and ·unde.r the 
direction bf properly iicensed solar contractor 
performing work limited to the hoisting, 
piacement and_ anchoring of all solar 
colle·ctors, photo voltaic panels, t·owers and 
turbines. Eliminating this language in current 
law-, which was carefully crafted and 
compromis~d several years ago would adversely 
impact not only ·ca~penters, _but other trades as 
well. 

The technology is rapidly evolving to the point 
where solar membranes are included in many · 
windows, roof-ing and exterior panel products. 
As nanotechnology continue~ t-o make photo 
voltaic membranes and receptacles smaller .and 
smaller, I suspect _all exterior building . 
products, namely windows, ~oofing anc:i siding 
will include photo voltaic membranes in one 
form or another in the very near future. 

Let me give you just one ex~mple of why 'this 
change would be a problem ·for carpenters and 
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My name is Nora· King. - A few of you rnay remember me from last year -ihen I 
addressed your committee regarding proposed Bill 303. For tho~ of you that· don't 
remember,·I am a Real Estate Appraiser an~ actively involved in the Connecticut 
Association of Real Estate Appraisers. I ar.n also an cippraiser that works with 
Appraisal Management ComPanies and sees on a day-to-day basis what is happening due 
to the. large banks and AMCs seeing the apprais~l as a profit center. .Many of those 
issues that Wel'"e addressed last year have become progressively worse in the· past 12 
months. ·· 

ThoUgh I think the intent of Bill 5221 addresses ·a small part of the reform process 
that is needed for Appraisal ~ement Companies, I do not believe it will solve the 
current problem without the following additions. I also believe that 58 228 which will 
be heard on March 11th will~ciddress the.more underlying issues of co_ns.._n,er 
transparency alongside of the registration and regulation of AMCs (SB13.) These bills 
should both be passed. 

The issues that are happen_ing today that needs. to be includ~ in this bill. 

1: Lack· of tran~cy and lack of quality in the appraisal process. Separation of fees 
is the solution. This is .primarily because AMCs and large banks (such as Chase) are 
treating the.appraiscll process asa profit center. A fee schedule or fee panel is not 
enough I 

. . 
• The consumer has no idea that the AMCs are focused on the cheapest 

app~i$er a,.d.the quality is suffering. They· rarely ask for qualifications but 
go by who can do it for the cheapest pri·ce, · 

• HUD clearly states the full disclosu~ of fees must be made·to the 
borrower. AMCs and major bqnks do not do this because they clearly place 
their processing fees in the appraisal fee. They clearly state on the 
appraisal order •Do no discuss or disclose fees to ·borrower.• This means one 
thing -they do not want the consumer to know what they are paying for. 

• They cu-e breaking anti-trust laws by setting the fees and stopping the 
competitiveness of the appraisal-business as well as driving costs up for the 

. ·consumer with no thought to the quality or risk that is being assumed· by the 
consumer. 
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• The only way to stop this from happening and provide full disclosure is to 
allow the appraiser to provide their invoice bQth in the report arid at time of 
in~ction. 

· 2: Alteration of reports. No AMC should be allowed to alter the report, add d.ata or 
remove data. Many of the larger AMCs do this. They strip out invoicing, addendums, 
add their own content and the consumer has no idea this is going on. Howard Pitkin · 
from the Banking Comrnission is aware that this is happening but has no legal rights to 
go after :the bqnks and AMCs that· are doing this and accepting this· practice. They do 
this through such companies as FNC, which owns Appraisal Port and is currently 
working with lobbyists to ensure the continued ~bility to alter or change the data and 
strip out invoices. · 

3: Tax dQIIars should ~main in CT. The tax dollars should be kept in the State of CT 
and the appraiser should be collecting the fees th,at are paid for a service within their 
state. Many appraisers have financially been suffering due lack of regulation of large 
bcJraks, like Chase, BOA and large Appraisal Management Companies (Rels, i...SI, Q~ix 
etc.) and in most cases. have no '•I recourse do to the size of these· entities and 
inability·for the States·to help·. By keeping the fee$ in the. State of CT.it will help our 
economy and help ensure our CT consumers are getting full t~sparency. 

4: Each appraisal management company must have a licensed appraiser from the state 
of CT doing the review and assignment of work. This appraiser and management 
company should ha~e to maintain the same level of continuing education that evef.y 
appraiser must have. It is critical for the ~son· who is assigning and reviewing the 
iNork to u~derstand the marketplace, especially in such areas as the shor-eline · 
communities and the more rurai areas. · 

5: Furthermore AMCs should.be prohibited from including •hold harmless• provisions 
in their contracts with appraisers, or from requiring appraisers to indemnify the AMC 
against liability: New Mexico has been leading the United States in Appraisal ref~rm 

· and this as well as full discloSure of fees are· part of this reform .. 

Thank yQu so much for your inter.est in this matter and I hope that this year we can 
act and ensure full consUmer transparency and lessen the risk by ensuring the quality in 
the appraisal process. · 
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Re: Bill No. 5221 . 
An Act Concerning The Registration of Real Estate Management ComJ>anies 

. . 

Senator Colapietro, Representative Shapiro and· members of the committe~. my name is 
John .G~Jlvi.n, President or the Connecticut Chapter or the Appraisal Institute. I am 
here to let you lmow that although The Connecticut Chapter of the Appraisal .Institute 
supports. the ·concepts included in Bill No 5221, and applaud its submission, we strongly 

. eneourage you to support Raised Bill 13 instead, An Act Concerning Appraisal 
Management Companies,· which is currently in front of the lnslirance ·and Real Estate 
Committee . 

Although Bill No 5221 contains very similarlai;lguage to th~t detailed in Bill No. 13- An 
act Concerning Appratsill Management Companies, Bill No. 13 is an. act that has evolved 
from a tremendous amount of input from not just the Appraisal Instiiute, but also from the 
Departmen·t of Banking, Depaitment. of Consumer Protection,· .Attorney General, 
Connecticut AssociiltiO.n .of Realtors, Connecticut Homebuilders Association, 
Connecticut Bankers Association, Connecticut Real Estate Appraisal Commission, as 
well as several independent grolips conc_erned about this issue. · 

The Appraisal Institute· is an Intemation.al Organization that is the largest voice for those 
appraising r~al property. Though there are associate and affiliate membership options 
with our·organization, designated membership requires a rigorous certification program 
that inciudes no.t only a coll!3ge education, but a series of course work, tbe passing of 
comprehensive exams, several levels of documented· appraisal experience that can take 3 -
7 yei!I'S to attain and the passing of a very detailed demonstration appraisal report, which 
is equivalentto a college ihesfs. 

- . 
Members of the Appraisal Institute are not only bound- by the requirements of the Uniform 
StandaJ:ds of Appraisal Practice, which are appt:aisal standards written by the Appraisal 
Foundation (a quasi-g~vernmenta1 board) but.ilso our own Code ofEihics and additional 
standards in order to assure th~ "Publjc T111St". We are required to p:erform a .credible and 
quality appraisal analysis and to clearly communicate the appraisal analysis and/or value 
in a manner that is not inisleading . 
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The two primary designations are the SRA, which is given primari.ly to residential and 
.small commercial property appraisers and· the MAl, which is awarded to those who 
· appraise commercial property types and solve complex real estate valuation problems. 

As you rnay be aware, 'in 2009 the Home Valuation Code of Conduct (HVCC) was 
~dopted with honorable intentions; requiring residential appraisals to be ordered by an 
independent third party to the lending transaction. The results, however, have not been all 
that honorable-having ail adverse impact on the collateral review function of the lending 
process, which is a critical p~ of .loan quality, not just for the consumer and the 
underwri~g institution, but also the ~d investor who is the source of fund~ that 
provides iiquidity to this large segment of our economy. 

Appraisal Management Companies· have been in existence for a long time. An AMC's 
primary function · is to assist th~ir clients in the appraisal ordering, and often review, 
function of the loan ,underwriting process. Prior to HVCC, thete· were few AMC's in 
existence. However, HVCC mandated a market fonnat that resulted in a sudden increase 
in. the number of .AMC's throughout the Country. At the same time, the demand for 

· app.raisal. services declined in line with the downturn In the economy. .This activity 
resulted in an oversupply of appraisers, particularly those who appraise residential 
propert}t. Consequently, .some AMC's (not ail) elected to take advantage of the 
oversupply by placing inappropriate pressure on appraisers in an attempt to get the lowest 

. fee possible. Unfortunately; this pressure has - in some cases - compromised quality. 
Since the typical AMC gets a set fee from their clierit for each appraisal order, the lower 
the fee that' can 'be contracted with an appraiser, the greater the profit to .the AMC. 

In hindsight, one r~sult of HVCC is that it has exposed a large number of practices that 
unscrupulous 'users of appraisal servi.ces ,historically have placed on appraisers in an effort 
to attain a desired result. Currently~ the function of tlie AMC is tbe only part or· the 

.lending process that is not required to register or is regulated. AMC legislation is· 
necessary 'in order t9· assure appraisal reports are competentlv completed by qitalified 
appraisers who are appropriatelp certitiBd. Again, le~sl~ijon is necessary to register 
those involved in the AMG function .in order to protect those who rely on the value 
estimates reported to make a c.ompetent purchase and finance decision. Legislation is also 
required to assure that loans are sufficiently collateralized to restore stability within the · 
banking and second8r.y mortgage markets .. · . 

The Appraisal Insti.tute has recognized the n~~~ fo~. J~gislation to m~e Appraisal 
Management Comparties a.Ccountabie, not just :in Connecticut, but across the country. 
Las.t year, 'the Appraisal Institute Was instrumental in getting legislation passed in 6 states 
and currently is supporting. efforts in approximately 30 more states, 18 of which appear to 
have a favorable possibility of passing legislation similar to that being written jnto Bi1113 

· that is in front of the Insurance and Real Estate Committee. · 
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Billl3 has been written as a team effort, taking into the.corisiderations that will best serve 
all those who are involved within this Connecticut industry segment. Bill No 13 has also 
considered suggestions from the Title Vendor Management Associ~tion, which is the 
trade association for Appraisal Management Companies. The language in Bill No.1~, 
through The Goverilinent Relations Committee of the CT Chapter of the Appraisal · 
Institute, has also considered comments from several of its members that operate within 
the Appraisal Management Service business, who have grave concern$ .about the ethical 
·inequities that are plagUing their segment of the Real Estate Market. 

You have heard. a number oftestimonies to date in support ofAMC legislation; however, I 
would like to take a moment to speak to the rumor that there is division amongst 
appraisers regarding this issue by shedding some light on what has happened ~tlri,n the 
appraisal industry over the past two years that has forced us here· today. 

Though within the State of Conn~cticut we have licensing laws for appraisers, and as part 
of that law .appraisers are required to comply with the Unifonn Stand~s of Professional 
Appraisal Practice, -appraising -real property is. a profession that relies on experience. 
Though the educational requirements were recently ii;J.creased by the Ct. Real Estate 
Commission to obtain State Certification, the requirement$ are designed to meet minimum 
criteria to competently appraise real estate. 

"With the majority of residential work now coming from AMC's, appraisers are forced to 
either accept low fees and the business ·terms demanded by many AMC's or" abandoned 
this business segm.ent. Unfortunately, some of the dem~d.ingterms placed on appraisers 
have r~sulted in a compromise in quality, a factor that is very damaging to the credibility 
of the apprai·sal industry as a whole. Fortun,ately, between some continued changes 
~g place. within the market, and. new legislation (hopefully Bill 13), the shake-up 
c_reated by IiVCC that is impacting the consumer is expected to settle out 

The supply· of appraisers is declining. According to the Sta,te of Connecticut Department" 
of Consumer Protection,. there are now 1, 765 licensed. appraisers in the· ConnecP.cut. 
Since 2002, when the housing market started heating up, the number of Residential 
Certified Appraisers increased by 75%. However, the count has been declining for the 
p~t four years when it hit a high of 1,966 in 2006. 

With a recet:tification year in 2010, it is anticipated the count will drop further by the loss 
of another 200. The decline correlates with the ·slowdown in market activity. The 
number of provisional appraisers 'has also declme<fby "61%- since 2003. The liinited 
amount of work has been forcing many to leave the industry, nearly all of which are 
appraisers who have enter~d the business within the past five years. 
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Re: Senate Bii~No. 5221 Page4 
An Act COncermng 1 he Regislr;ltion of Real Estate Management Companies 

The Appraisal Institute recognizes that the -Appraiser is responsible for the competent 
development of a credible_ appraisal analysis for every assignment, regaldless of the fee." 
In. order to conduct a proper appraisal analysis of any property type, there is a certain 
amowit of time required, and costs are mcurred. When Ute. fees get too low to cover the _ 
costs, the fear is that quality.co.uld be compromis~d and/or that an AMC could manipulate 
the appraisal process. The voices coming from, appraisers, though sounding different, and 
in some cases quit emotional, are really all on. the ~ame page ~f passion and respect for 
appraisal industry. As one member of the Connecticut Real Estate Appraisal Commission 
summarized, when the Connecticut Appraisal Licensing Laws were being discussed back 
around 1990, there was a lot of disagreement on e~actly how the law should be written, 
but f4e simple fact was tliat .everyone ~greed a law was necessary; This same scenario 
again exists with the need for AMC legislation. As a result~ the Connecticut Chapter of 
theAppr~sal InstitUte respectfully requests that all of the effort go into sppporting one bill 
_:that being: Biil 13. 

The Senate Bill No 13 is _the other half of the equ.ation that essentially puts an adult in the· 
playground to keep an. AMC from bullying market participan~. Jt requires AMC's that 
order· appraisals· in the State o(Connecticut to register With the Department-ofConsumer 
Protection. It also includes minimum req~irements for AMC's, such as: requirements to 
make sure apprai~ers utilized are licensed, that reportS are. compliant With USP AP, and 
that competent appraisers are selected, particularly in terms of knowledge of the 
appraised property's geographic market area. Other restrictions prohibit threats to 
withhold payment, etc. in order to influence value or reporting,_ and most-importantly, 
BUI13 requires AMC's to use licensed appraisers to review the appraisal reports. 

Senate Bill 13, An Act ·concerning Real Estilte Management Companies provides a 
level of protection to assure that ~e real estate appraisal industry can continue to provide 

·credible market data- and unbiased value opinions to allow consumers to make competent 
-business decisions._ Please also note, though most bills Will add to the budget constraints 
of the .State of Connecticut, the results of this bill are expected to have a positive :impact 
on fiscal policy. The end result of Senate Bill 13 Will not only be less -~mplaints for the 
Department ofConsumer Protection to investigate that may require costly· legal action to 
mitigate, but Will also enhance the stage· of the Connecticut real estate market so it can. 
function ,in a more liquid format; thus, adding to the pattern of economic recovery, which 
in time creates revenues that can be taxed. -

Thank you· for your time and consideration, . _ 
·John J. Galvin, MAl, President of the CT Chapter: oftheAppx:aisal Institute 

A& AildreWs&Galvin 
Appraisal Setvices, LLC 

lo Spring Lime~ Farming1on ~ CT 060~2 h 860~677-5522 A, Fax:860~o77-5544 . 
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1245 FARMINGTON AVENUE,~ Floor, WEST HARTFORD, CT 06107 

Tel: 860-521-1905 Fax: 860-521-3107 Web: m.hbact.om 

February25, 2010 

Your Home 
Is· our 

Business 

.To: S~ator TQm Col!lpietro and. Representative Jim Shapiro, Co-Chairs, and 
members ofthe ~eral Law Committee 

From:. Bill Ethier, CAE, ChiefExecutive Officer 

Re: iB 522-1, AAC the Registration of Appraisal Management CoD?-panies 

The BBA of Connecticut is a prof.onal trade association with 1,100 member 
firms s~tewide, ~playing tens of thousands of Connecticut citizens. ()Ql: members are 
residential and commercial builders, land developers, home Qn.provement contractors, . 
trad~ ·contractOrs, suppliers and those bJJSinesses and professionals that provide-services 
to our diverse.ilidustry. We es~te that our-memb.ers build 70% to 80% of all new 
homes and apartm~ts in. the state. 

We not~ for your information two othei".bills dealing with ~ppraisal management 
coin.pailies and .. ~e licensing of appraisers: SB 13 'in the liJ.s'Urance & Real Estate 
Committee~ .and SB 288 in the Banks Committee. 

RB Slll is very similar to RB 13, and ~e offer to y~u as general background on the 
issue of appraisal manage~ent companies our attached testimony provided to the 
·Insurance."& Real Estate Commi~ on SB 13. · 

As noted there, this is an qnpo~t issue and the competency of all appraisals must be 
ensured to .impro-ve the viability of real estate transactions for all, lenders, sellers ·and 
buyers. We urge. you to coordiilate YoUr efforts with the Insurail.ce & Real Estate 
Committee. · 

Thank you .. 

Attachm~t(HBA ofC"rt~ony on RB 13) 

Representing the ResldentJal Construction Industry In Connecticut Through Advocacy and Education 
· •Leading Our Members to.Pro'"sional Excellence• 
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Other questions for Mr. Bayer from members of 
the committee? 

Seeing none, thank you, sir. 

MICHAEL BAYER: You're welcome. 

REP. FONTANA: Unless there's somebody else from the 
public to testify on House Bill 5141, that 
completes testimony on that bill. 

We'll now proceed to Senate Bill 13, and the 
first person I have signed up to testify is 
Ralph Biond~ followed by John Galvin. 

RALPH BIONDI: Good afternoon, Senator Crisco, 
Repres~ntative Fontana, and members of the 
Insurance and Real Estate Committee. I am 
Ralph Biondi; -I'm a principal in the real 
estate appraisal company of Biondi and 
-Rosengrant.· We are headquartered in Waterbury 
Connecticut. I am a general certified 
appraiser,with approximately 35 years of 
experience. in my profession. I'm here today as 
the Director of Legislative Affairs for the 
Connecticut Chapter of the Appraisal Institute. 

The Appraisal Institute is a global membership 
organization of real estat~ appra~sers. We 
have approximately 25,000 members worldwide 
with over 400 dues-paying members here in 
Connecticut. The Appraisal Institute has long 
been active in setting the standards for 
professional.credentials, professional 
practice, a~d ethics in order to. assure the 
public receives properly developed estimates of 
market value. We are the leading advocate, we 
feel, of the appraisal profession in 
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Connecticut. Public service -- I'm sorry -
public-minded members of our profess-ion have 
served on the Real Estate Appraisal Commission 
since: its .inception in 1990. 

I'm here ~oday to speak to you about House Bill 
-- or Senat.e Bill 13, AN ACT CONCERNING REAL 
ESTATE APPRAISAL MANAGEMENT COMPANIES. An 
appraisal management company is a third-party 
vendor of services to lenders. It is an 
intermediary between the mortgage originators 
and banks and the real estate appraisers. They 
recruit appraisers, qualify them, handle fees, 
handle solicitation of work, verify licenses; 
they, at times, can review and handle-quality 
control issues in the real estate appraisal 
management function for financing. 

AMCs have been in business for many years and 
always afforded lenders a potential to . 
ou~source the real estate appraisa~ function . 
However, the passage of the Home Valuation Code 
of Conduct, a consent decree between the New 
York Attorney General and Fannie Mae and 
Freddie Mac, the two largest purchasers of home 
mortgage in the secondary market, have caused 
an explosive growth in appraisal management 
companies. 

REP. FONTANA: Thank·yo~, Mr. Biondi. 

RALPH BIONDI: Yes. 

REP. FONTANA: Are there questions for Mr. Biondi 
from members of the 

Senator Caliguiri. 

SENATOR CALIGIURI: Thank you, Mr. Chairman. 
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Mr. Biondi, thank you for testifying today. 
Just.one quick question for you: Is this 
legislation· based on any kind of a model act 
that's been ~dopted in other states? What was 
the -- do you know whether thi~ is based on 
something that's being done in other stat·es 
that was used here? 

RALPH BIONDI: Yes. Th~ Appraisal Institute has put 
forth model legislation that is being used by 
chap.ters throughout the country. Six states 
have passed appraisal management bills, 
California being the most recent in January. 
Thirty other states are considering passing 
s~milar legislation. 

, I would note to the Committee that H.R.4173, 
the Wall Street· Reform and Con~umer Prot.ection 

·Act of 2009 has language that would mandate the 
establishment of regulations -- registration 
and regulation of appraisal management 
companies on a national basis. It's similar to 
the licensing and. certification of appraisers 
in that the feds mandated it but left the 
implementation of the standards, the licensing, 
the testing, education, standards and 
everything to the states. 

SENATOR CALIGIURI: Thank you very much, 
Mr. Biondi. 

Thank you, ~r. Chairman. 

RALPH BIONDI: Thank you. 

REP. FONTANA: You're welcome. 

Representative D'Amelio . 
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REP. D'AMELIO: Thank you, Mr. Chairman. 

Good afternoon, Ralph, it's -- it's· nice to see 
you here 

RALPH BIONDI: Thank you, Representative. 

REP. D'AMELIO: outside of Waterbury. 

Just quickly, I'm -- I'm just a little 
confused. There's appraisal management 
companies versus appraisal companies? 

RALPH BIONDI: Yes. 

REP. D'AMELIO: And -- and can you just kind of give 
me an idea wh~t the difference is, 'cause I -
this is like the first that I've heard of it. 

RALPH BIONDI: Well, a traditional appraisal compady 
is a real estate valuation firm offering 
valuation services to the broad spectrum of the 
public. It could include lenders, municipal 
agencies, governmental agencies, private 
individuals, attorneys, federal agencies . 

. ·An appraisal management company has focused and 
does focus on the residential valuation 
component. There was complaints, and I know 
the -- there has been actually language passed 
by this committee and the Banking Committee in 
te·rms of assuring that the appraiser was not 
pressured into achieving a value or hitting the 
mark in order to make a mortgage or a sale go 
through. That language and that feeling on the 
part of this body and this House is -- is well 
established here in Connecticut . 
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Unfortunately,. there is pressure of a variety -
- from a variety of sources in terms of the 
the real estate valuation component, and 
appraisers are constantly pushed to produce 
product, produce it in a timely fashion, 
produce it accurately, and now with the 
evolution of these appraisal management 
companies to produce it at a lower price.. And 
it's put a tremendous amount of pressure on the 
appraisers as the sources of the business have 
been consolidated into rela~ively few companies 
-- by lenders into .relatively few companies. 
And while you're thinking of a company l~ke my 
own, which is a traditional real estate 
appraisal management company, the appraisal 
management companies sit between my firm and 
the lenders and act as an intermediary. 

SENATOR CALIGIURI: Are -- are -- do they have to be 
licensed in the state? 

RALPH BIONDI: Well, the interesting irony of the 
situation is that in -- if you want to use the 
house financing situation, a sale of a house, 
everybody else in the transaction has a license 
or a certification, be it the bank that is 
registered or chartered, a mortgage company, 
the realtor, the appraiser, the home inspector, 
the -attorney, the title company. Appraisal 
management companies are sitting rigbt in the 
middle of the transaction because financing is 
key, is key to most real estate transactions, 
and the value of the property is key to make 
sure that there's sufficient collateral to 
support the loan. And these appraisal 
managememt companies have been consolidating 
their activities and using their strength to 
consume a greater part of the typical appraisal 
fe.e that someone would pay when they apply for 
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a mortgage. There's also no disclosure of that 
or very little disclosure of that, and we think 
that's an· issue that needs to be addressed. 
And we feel that, by regulating the appraisal 
management companies or registering them, if 
there's a dispute between an appraiser and the 
company, that there should be a level playing' 
field between them so that disputes can be 
adjudicated. 

At this point, ·if you're an individual 
appraiser working for a nationa"I company and 
there is a fee in ·dispute and they say we're 
not paying you, you have little practical 
recourse as they're not headquartered here, 
there's not even an agent for service if you 
decided to pursue your legal option. 

If there was a nonpayment, they operate on 
their own to their own benefit. And many 
.appraisers -- and I know others here today are 
going to testify to what has happened in the 
past year as the ·appraisal manage~ent companies 
have become more and more active in the home, 
especially the home mortgage financing area. 

SENATOR CALIGIURI: Forgiye me, I haven't gone 
through this bill. So what -- what does the 
bill seek to do? Is it just --

RALPH BIONDI: Well, it's a registration-and
regulation act. It first requires the 
companies to register with the Department of 
Consumer Protection. And then they will be 
regulated based on the actions of this 
Committee by the Real Estate Appraisal 
Commission. They will have to pay a fee to 
register with the State of Connecticut, and our 
hope is that it's -- helps the revenue 
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situation, and hopefully it makes this bill 
revenue neutral. 

There will be -- we are asking for the agent of 
service, so that, again, in case of a fee 
dispute, there is a recourse. If the company 
is providing real estate appraisal review 
functions it's done by a properly licensed and 
certified individuals. We would like to have a 
-- the controlling member of the company hold a 
proper real e~t~te app·raisal license so that if 
we're d~aling with someone, in terms of the 
real estate ~ppraisal function, they hold the 
same license.and certification as we do, and 
again, if there is disputes, there's at least a 
legal recourse for th~ appraiser. 

There our language -- our bill contains 
language discussing if a relationship between 
the appraisal management company and the 
appraiser is in conflict, that there's a set of 
guides that they should follow in order to 
notify and deal with the issue. It shouldn't 
just ·be arbitrarily you're no longer going to 
be receiving any work from us, which is -- is a 
common phenomenon. 

SENATOR CALIGIURI: These -- these compa~ies are 
hired primarily by individuals o~ banks or? 

RALPH BIONDI: They would be working for a lender. 
They're a intermediary between the real estate 
appraisers and the -- what they call the 
"production side" of the mortgage--lending 
process, and they·handle --they're an 
intermediary. They handle the order. They 
find appraisers to complete the order. They 
would essentially upload the -- the real estate 
appraisal report to a bank, whether it's a 
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national bank or a regional bank or a local 
bank. 

SENATOR CALIGIURI: And once that bank employs them, 
then they'll go out and seek an appraiser 

RALPH BIONDI: Yes, this is --

SENATOR CALIGIURI: -- because they don't have that 
experience or technical -- · 

RALPH BIONDI: They're not real estate appraisers,
they•re a management company, an intermediary. 

SENATOR CALIGIURI: They don't necessarily have to 
have an office in the state 

RALPH BIONDI: Not at this 

, SENATOR CALIG.IURI: -- that they do business? 

RALPH BIONDI: Not at this present time. They don't 
need to be registered. There's no -- they 
don't need to have even _what they call an 
"agent for service" so that if there's a 
dispute·, as you know, Representative, at least 
you -- you send your notice and say, you know, 
you ~- you owe me -- you owe a fee. Your 
attorney can't sue -- serve anyone; you have to 
go to, perhaps, Indianapolis, Los Angeles, 
Houston, (inaudible) it could be anywhere in 
the count-ry~ . 

SENATOR CALIGIURI: Thank you. 

REP. FONTANA: You're welcome. 

Representative Altobello or Schofield. 
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REP. ALTOBELLO: Thank you, Mr. Chairman. 

Good afternoon, sir. 

What -- what else do these companies do besides 
arr~nge for appraisers to appraise property on 
behalf of another party? 

RALPH BIONDI: Well, some of the companies do handle 
what they call 11 quality control, 11 which would 
be a review of the ~eal estate appraisal for 
clerical accuracy as well as what we would call 
11 appraisal/valuation content accuracy ... They 
may be a warehouse for the lender of -- I don•t 
want to call them a copy anymore •cause most 
everything is done electronically -- but they 
wouid be·a warehouse for a copy of every 
·appr~isal. They may, in turn, send out copies 
to the borrower within the timing that's 
dict~ted here in Connecticut by the banking 
regulati~ns in terms of a borrower receiving a 
copy of the appraisal prior to a certain date 
before the closing. · 

And, in addition, they are seeking appraisers 
.to provide them with services and-- and 
develop territories and see if they can secure 
the real estate appraisal services at a -.- a 
very affordable price. That•s one of the most 
difficult situations that all appraisers face. 
And, again, others here will testify to it -
to that type of a situation. 

REP. ALTOBELLO: Yes. Uh-huh. So, nothing outside 
of the appraisal process then that you•re aware 
of that tnese companies perform on behalf -- on 

RALPH BIONDI: The --
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REP. ALTOBELLO: behalf of the lender? 

RALPH BIONDI: It's interesting that they have a 
trade association where 

REP. ALTOBELLO: They're not doing public adjusting 
as well, are they? 

RALPH BIONDI : No. 

REP. ALTOBELLO: No. 

RALPH BIONDI : As far 

REP. A~TOBELLO: Okay. 

RALPH BIONDI: -- as I know --

REP . ALTOBELLO: Good. 

RALPH BIONDI: -- no, but 

REP. ALTOBELLO: Good, so far. 

RALPH BIONDI: Although sometimes in a public 
adj-usting setting. real esta:te appraisers can be 
hired -- I'll make a small pitch for us 
-- in terms of a value dispute of the property. 
But ho, as far as I know, most of their work is 
under what they call the "title and vendor· 
management" for the lenders. And other 
c·ompanies that are larger have divisions, I 
know on a national basis, to handle the 
solicitation of title searches and -- and they 
handle sometimes the credit report solicitation 
work also. 

REP. ALTOBELLO: And around --
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I 

RALPH BIONDI : (Inaudible. )" 

REP. ALTOBELLO: -- the Brass City what's a -- what 
would be a typical range for a single-family 
home appraisal these days? 

RALPH BIONDI: It would be between 350 and $450. 

REP. ALTOBELLO: Thank you. Thank -- thank you, 
sir. 

Thank you, Mr. Chairman. 

REP. FONTANA: You're welcome. 

Representative Schofield. 

REP. SCHOFIELD: Thank you, and I appreciate 
everybody's questions because then I don't feel 
so uninformed. I've never heard of these 
before either,· so glad I'm not the only one. 

I -- I don't quite unde~stand why -- why they 
exist yet. I mean, why doesn't a lender go 
directly to an appraiser? Why do they need 
this middleman? It sounds like an extra layer 

RALPH BIONDI: Well, I 

REP. SCHOFIELD: -- that doesn't add value, based on 
your descriptions to Representative Altobello, 
so what are we missing here? 

RALPH BIONDI: Ironically, I would call this an 
unintended consequence of the consent decree 
between the Attorney General of New York, 
Andrew Cuomo, and Fannie Mae and Freddie Mac, 
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'who are the -- two of the biggest purchasers of 
home mortgage in the secondary mortgage market. 
There's been an ongoing debate about a pressure 
on appraisers, and there is no doubt that some 
of the downfall of the subprime home market and 
the real estate market in general can be traced 
to pressure on appraisers to meet numbers and 
to actually hit the mark. Appraisers have 
complained about this for years. We've worked 
on trying to deal with the issue in a -- in a 
way that would make sense. The HVCC or the 
Home Valuation·code of Conduct was an attemp~ 
to do that. And from an appraiser's 
standpoint, it's had severe unintended 
consequences, Representative. 

You do have a recognized code for the lender to 
follow in terms of the issue of dealing with 
the appraiser, separation from the producers, 
the mortgage brokers, the bankers, and those 
who might receive a fee for the loan closing, 
whether it's a refinancing transaction or a 
home sale. That was the good part. 

The bad part is that the evolution of the HVC 
has caused many lenders to mistakenly believe 
that they m'll;st outsource their services. Many 
community sized and medium-sized and regional 
banks have or are exploring outsourcing their 
real estate appraisal relationships to a third 
party. They don't have to as long as they can 
demonstrate to the -- to tpe secondary market 
that they have a inhouse mechanism to assure 
that appraisals are ordered and the appraisers 
given the information he needs. And if there's 
any questions there is an intermediary between 
the appraiser and the mortgage originator so 
that it tends to lessen the chance of pressure 
on an appraiser . 
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However, again, the unintended consequence is 
that the companies that have gone to these 
appraisal management companies and especially 
the national banks, they -- they are 
subsidiaries or wholly owned entities or 
whatever you'd like to call them -- they 
realized that as they consolidate to-- all of· 
·.this business to. relatively a few sources, 
there is the opportunity to achieve some fee 
savings, which we are all in favor of 
competition, fair fees. We don't, you know, we 
-- we compete; we are business people, we 
compete. We want to pay a fair fee, but when 
you're in an unfair situation and the size of 
one of the parties gives them substantial 
leverage, of course there's a chance for the 
appraisal management companies to drive down 
appraisal fees and say if you want our work, 
here's what you're going to be paid. You're 
going to go here; you're going to go there; 
you're·going to do this; you're going to do 
that, and if you don't like it, we'll find 
someone else who will. 

And many appraisers on appraisal blogs 
throughout the country can demonstrate and 
speak about very difficult situations in 
dealing with the companies. Well, and as I 
said earlier, they're, not regulated, they•.re 
not registered. In a way you are dealing with 
a large firm and have a very hard time in 
leveling the playing field. And we feel that 
this registration and regulation act is the 
is the beginning of a procedure that can 
introduce some fairness and equity to the 
process. 

REP. SCHOFIELD: So it sort of sounds to me like in 
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trying to slay one monster we have created 
another? 

RALPH BIONDI: Yes. Yes. I I think that 1 s a 
fair, fair way to put it. 

REP. FONTANA: Thanks. 

Repre~entative Altobello. 

REP. ALTOBELLO: Thank you~ Mr. Chairman. 

Just briefly, so that the -- for instance, 
B of A, Ch~se, and Wells, they could all own or 
wholly own a subsidiary that -- that performs 
this service? 

RALPH BIONDI: Yes. 

REP. ALTOBELLO: So the whole purpose of the the 
wall between this -- so they•re looking at it 
as a bank fee then, in other words. 

RALPH BIONDI: Well, I -- I can•t speak to exactly -

REP. ALTOBELLO: Well, okay. 

RALPH BIONDI: -- how it is now, but it does -- the 
-- th~ appraisal management subsidiary is 
removed from the bank, but it has become a 
profit center. 

REP. ALTOBELLO: Well 

RALPH BIONDI:· And I think they have used their size 
in a -- we feel in a, at times, very unfair 
fashion. And I know there•s other testimony 
tQat•s 
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REP. ALTOBELLO: Well, I own --

RA~PH B.IONDI: -- that's coming up. 

REP. ALTOBELLO: I own two houses. I live in one 
but the house next door, I also own. I'm 
removed from that house, but I certainly have a 
very big interest --

RALPH BIONDI: (Inaudible.) 

REP. ~TOBELLO: in it, so. 

Thank you, Mr. Chairman. 

REP. FONTANA: You're welcome. 

Other questions for Mr. Biondi, members of the 
committee? 

Seeing none, thank you, Mr. Biondi. 

RALPH BIONDI: Thank you. 

REP. FONTANA: Mr. John Galvin, followed by Ken 
DelVecchio. 

JOHN GALVIN: Thank you. 

Senator Crisco, Representative Fontana, and 
members of the committee, my name is John 
Galvin, I'm President of the Connecticut's 
Chapter of the Appraisal Institut.e, and I'm 
here to speak in favor of Senate Bill 13, AN 
ACT CONCERNING APPRAISAL MANAGEMENT COMPANIES. 

I have a written .testimony, which is submitted, 
but briefly I'm going to go over it, 'cause --
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because Ralph has answered quite a few 
questions. The Appraisal Institute is one of 
the largest organ.izations of appraisers in the 
country, and a couple years ago we started 
seeing some abuses taking pl~ce and felt it was 
necessary to step forward 'cause we felt that 
the public trust of the- appraiser and the 
appraisal process was being jeopardized. 

And I want to point out that we are a dues
paying organization. We have -- our membership 
requires not only just a -- a state license and 
certification requirements but also a -- a 
number of years of experience .credits. 
Experience has to be submitted in order to get 
designated and -- and along with additional 
coursework comparable, if not exceeding, the 
requirements of a CPA. 

But, essentially, Senate Bill 13 is -- is 
basically a -- is something to just get the 
AMCs to register within the State of 
Connecticut, as Ralph indicated. Currently 
they're the only part of the loan process that 
is not realiy regulated. No one is really 
looking at them. No one is really watching 
them. .Essentially what it really does, in my 
opinion, is anything that puts-an adult in the 
playground of a whole lending process to get 
them to basically to play to par. 

What happened with HVCC, as of the same time we 
also.had a downturn ~n the economy and we also 
had an oversupply of appraisers and a 
diminished appraisal services in the country. 
In the State of Connecticut, we had a -- at one 
-- as of 2006, we ended up with almost 2000 
appraisers in the state. We're down to about 
1700, as of· -- and this year we expect to lose 
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about 200 more. 

About 75· percent of the appraisers have come 
into the business since 2006, in this current 
boom that we've had. The AMCs -- the.HVCC, the 
Home Valuation Code. of Conduct that came about, 
unfortunately the downturn has exposed 
something that's been taking place within the 

. industry for ~ite a while, and that is putting 
undue pressure on appraisers to do certain 
things within the industry. This Senate Bill 
13 basically allows the means to actually get a 
grip on that one portion to help stop this 
this 
-- basically abuses that are taking place. I'm 
sure other people will testify. And -- and 

REP. FONTANA: Thank you, Mr. Galvin. 

JOHN GALVIN: Thank you . 

REP. FONTANA: Thank you. 

Questions for Mr. Galvin from members of the 
committee? 

Seeing none, thank you very much --

JOHN GALVIN: Okay. 

REP. FONTANA: · -- for your testimony, and we 
appreciate your coming. 

Ken DelVecchio, to be followed by Tim Calnen. 

KEN DelVECCHIO: ·Mr. Chairman, and members of the 
committee, thank you very much. 

I'm Ken DelVecchio. I'm a real estate broker 
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with RE/MAX Heritage Real Estate in Fairtield 
and Westport. I -- I'm also Past President of 
the Connecticut Association of Realtors, for 
the association for which I speak today. 

The good news is that I have two pages of a 
statement that I don't have to read, because 
Mr. Biondi pretty much covered it all. But I 
am the realtor who's out in the field. I sell 
houses; that's what I do. So I'm the person 
that kind of has to deal ~ith the app~aiser who 
has to deal with the AMCs. And so we kind of 
look this, and -- and I have this whole thing -
- but we talk about· 
-- or hasn't been discussed yet, one of the 
most important things which is injury to .the 
marketplace, injury to sellers, injuries to 
buyers. 

And those injuries are -- and I'll give.a 
couple examples, ·and I' 11 be happy_ to answer 
any other questions regarding them. I recently 
had a -- a sale in Wilton. ·It was a General 
Electric corporate relocation buyer, very 
intelligent. We looked at 57 houses. We then 
decided upon one particular.house that had been 
priced over $1 million,· went through a series 
of price reductions, got down to 899; we 
negotiated a price of 850. After looking at 57 
-houses, my buyer was convinced he was getting a 
very good deal. I received a phone ca_ll, while 
I happened to be in San Diego at the National 
Association of Realtors Convention, from an 
appraisal management company in .San Diego who 
said we'd like to arrange for an appraisal on 
the property. 

The appraiser came out of Englewood Cliffs, New 
Jersey and came back with an appraisal of 

000334 



• 

• 

• 

49 
mhr 

February 16, 2010 
INSURANCE AND REAL ESTATE COMMITTEE 1:00 P.M. 

$750,000. Now, right away, that makes to my 
buyer -- makes them wonder what do I know about 
the real estat~ business if he's spending 850 
for a house that just appraised at 750. But 
because he was a smart buyer, he said, let·· s 
look at other homes. In the meantime, the 
seller, who happened to be a real estate agent, 
said I'm going.to have my own appraisal done. 
I said that's fine, but it's not goi~g to be 
accepted. 

She had her own appraisal done and it -- that 
came in obviously at the 850 price. But ~n the 
meantime, that first appraisal was lacking .a 
bedroom. It was a five-bedroom house; it was 
appraised as a four- bedroom house. It was a 3 
1/2 bath house; it was appraised as a 2 1/2 
bath house .. And it had a 2 1/2 car garage that 
was never.noted. I filed an appeal with the 
appraisal management company -- this is the 
paperwork on that -- which was a lot of time; 
in three weeks, the appeal was denied. 

So in the meantime, my buyer who had to move 
into· a house decided let'. s look at others. We 
looked at ten more houses only for him to 
decide that·. that was the best possible deal out 
there at 850 .. But he couldn't pay 850, so I 
convinced him to change banks. Fortunately for 
him, he was able to·get the same mortgage rate; 
it had gone up and then had come back down 
again.· He did have to pay for an appraisal and 
application fee. The appraisal was 750, the 
application fee was another 550. 

The ~hird appraiser, who I got to meet at the 
house, 'Said I think the problem I'm going to 
have is getting this to appraise something 
cl9se to 850, 'cause it's obviously worth so 
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much-- excuse·me --so much more. So his 
appraisal came in at 865, ~nd tha·t, he felt, 
was a challenge to get it at that price. The 
p~operty closed, the buyer·, s very happy. The 
whole process, though, from that first bad 

. apprais.al, was almost six weeks. 

We had another appraisal in -- in 
Trumbull 

REP. FONTANA: Let me --

KEN DelVECCHIO: -- where the 

REP. FONTANA: Let me stop you --

KEN DelVECCHIO: Sure. 

REP. FONTANA: -- right there, Mr. DelVecchio. 
Thank you for that specific example of what 
you've gone through and -- and thank yo~ for 
being part of what I hope is an ongoing series 
of discussions among substant.ially all the 
stakeholders, interested parties trying to work 
out language that will be mutually acceptable 
for everyone. 

KEN DelVECCHIO: So you do have copies of the 
statement. 

REP. FONTANA: Yeah. 
KEN DelVECCHIO: Connecticut Association of Realtors 

supports 

REP. FONTANA: Yeah. 

KEN DelVEccaio: -- SB 13. 

REP. FONTANA: Right. And we thank you . 
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Are there questions for Mr. De~Vecchio from 
members of the committee? 

Representative Altobello. 

REP. ALTOBELLO: Thank you, Mr. Chairman. 

Appraiser number three, where was his office? 

KEN DelVECCHIO: Oh, he was in Fairfield. 

REP. ALTOBELLO: Fairfield County? Thank you. 

Thank.you,. Mr. Chairman. 

REP. FONTANA: You're welcome. 

Other questions for Mr. DelVecchio? 

Seeing none, thank you . 

KEN DelVECCHIO: Thank you. 

REP. FONTANA: Tim Calnen, to be followed by Robert 
Clermont -- Clermont, I believe. 

TIM CALNEN: Senator -Crisco, Representative Fontana, 
and other members of the Insurance and Real 

. Estate Commi~tee, thank you for raising this 
.Senate Bill 13. My name is Tim Calnen-; I'm 
Vice President of Government Affairs for the 
Connecticut Association of Realtors. 

I would like to say and inform you that this 
bill is in two other committees dealing with 
this subject matter. General Law just raised 
the concept, as well a.s Banks, but I think your 
bill is·really the foundation-and the core that 
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c·an get to the crux of the problem quickly in a 
short session and protect the public. So 
(inaudible) --

REP. FONTANA: You're just not saying that, are you? 

TIM CALNEN: No, I -- I -- I've wait -- I've and 
I've tried to talk with your colleagues on 
those other two committees to encourage them to 
work together in a single bill, in such a short 
session where we have such .other big issues, as 
well, as a state, to confront. 

But the bil~ that you have, Section 2(c), I 
think, is very_important because in a-- before 
these companies can be registered in 
Connecticut, they have to show that they have 
systems in place, procedures in place to make 
sure that the appraisals are b~ing done 
according to the Uniform Standards of . 
Prof~ssional Appraisal Practice, and it gives 
the Commissioner of Consumer Protection the 
power to yank their registration if they are 
doing things that are wrong, along the lines 
that Ken DelVecchio mentioned. But you have a 
fellow colleague Legislator from Branford who 
has something -- excellent ·examples of how 
appraisal-ma~agement-company-assigned 

appraisers have gone out ·and appraised a 
condominium complex and left out such things as 
amenities as tennis courts .. And that's 
--_that's incompetence and it's -- it's unfair 
to the seller. As -- as 
Mr. DelVecchio said, it's - it's unfair to the 
buyer who's -- you've got to go pay other 
mortgage applicat.ion fees to -- to pay for it. 

This is a work in progress. I know the 
Connecticut Bankers Association has some 
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objection to some of the language about the -
the fee schedule, and there is some alternative 
language coming down; hqwever, I think the 
public should have an ability to find out how 
much they're paying the appraiser and how much 
is actually added on to -- as a· result of this 
new middleman process. ~d that -- that's 
where the appraiser is -- is getting in a sense 
a -- a raw deal, because the -- the fee he 
actually charges is often added onto by 
different layers in this new process of the 
Home Valuation Code·of Conduct. So we -- we 
urge your support of this bill. 

REP. FONTANA: Thank you, Tim. And -- and we should 
note at this point that I did receive a phone 
call from Senator Duff who ment.ioned that the 
Banks Committee is looking at this, and he 
committed to working·with us on the language 
along with Representative Barry. And certainly 
we maintain good relations with Senator · 
Colapietro, Representative Shapiro, so we look 
.forward to trying to wo:r::k with them to make 
sure we've got the best bill, and hopefully 
it'll be right here so --

TIM CALNEN: Thank you, sir. We hope --

REP. FONTANA: And thank you. 

TIM CALNEN: -- so too. 

REP. FONTANA: Questions for Tim from members of the 
committee? 

Seeing none, thank you, Tim. 

TIM CALNEN: Thanks . 
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REP. FONTANA: Robert Clermont, followed by Nora 
King, perhaps? 

ROBERT CLERMONT: Ready? 

REP. FONTANA: Okay. Please proceed. 

ROBERT CLERMONT: All right. 

Good afternoon, Mr. Chairman, and committee 
members. My name is Rob Clermont; I'm a 
certified real estate appraiser here in the 
Sta~e of Connecticut. I·' m also the owner of 
Valley Quest Real Estate Appraisal based in 
Meriden, Connect:.icut, and I serve at the 
President for the Connecticut Association of 
Real Estate Appraisers. 

I've come before you today because we support 
this bill in -- ~n concept, however, we still 
believe that there's some work that needs to be 
done on it. In the weeks to come, we hope to 
work with your committee as well as the 
Appraisal Insti·tute, maybe to clean up some of 
the language and to-- so that·the bill with 
the proposal is able to best serve the needs of 
-- of the profession as well as the people of 
Connecticut. 

One of the most important. things you've heard 
testimony today about, really, 
about geocompetency, appraisers coming from -
from different parts of Connecticut who -- who 
really are unfamiliar wit~ the markets in which 
their appraising. And one of the concerns we 
have and one of the things we'd like to see 
this bill include to -- to be able to -- to · 
alleviate-that concern is to have the 
controlling member of the management company or 
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the principal representative of.that management 
company actually be .an appraiser from 
Connecticut. You know, much like a real estate 
broker, agencies have a broker from 
Connecticut. The broker isn't from San Diego, 
California, the broker isn't from Orlando, 
Florida, the broker is from Connecticut. And 
why? Because they know Connecticut. So we 
we'd love to see that -- that provision in 
there. 

Another reason is because these management 
companies also provide, as Mr. Biondi stated 
~arlier, two types of -- of ·ancillary services, 
and one is a technical review, the other is a 
clerical review. The technical -- the clerical 
review is just merely where·they're going 
through the appraisal looking for typos and 
that sort of thing. The technical is where 
they're actually getting to the heart of the 
appraisal. They're looking at the analysis, 
they're looking at the appraiser's comp 
selection, and they're rendering their own 
opinion on that, whether that -- that, you 
kno.w, if -- if that's accurate. Well, how do 
they do when they're from anywhere other than 
Connecticut and they don't have access to 
multiple listing in our data sources? They 
don't have a familiarity with our market, you 
know, for that matter. 

And -- and we think that, you know~ again, it's 
important to have that controlling person or 
that principal representative be from, an 
appraiser from the St~te of Connecticut. We 
think that that best serves, you know, ~he 
needs of -- of the people of the state. The 
management companies aren't concerned if -- if 
that house goes into default. You know, 
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they're concerned about their -- their fee, you _ 
know, which is why in most cases they're 
selecting appraisers based on the fee they 
charge rather than the competency that they 
that they have. 

One of our other concerns -- last, you know, 
wrap it up; I realize you're out of time -- is 
-- is the issue of transparency. You know, in 
many cases we re.cei ve a appraisal request 
whereby we're speci~ically asked not to discuss 
the fee that we're paid with the homeowner. 
Well, I got to be honest. I mean, there's only 
one reason why they do that, and that's because 
they don't want the homeowner to know, you 
know, that the fee they're paying us is less 
than what they collected from the homeowner, 
for less than what the bank collected from the 
homeowner on their application; you know? And 
we think that's wrong, so we think there should 
be transparency . 

The -- they're providing a -- an appraiser 
procurement service, plain and simple; they're 
appraisal brokers. You know, they're --
.they-, re finding an appraiser and -- and that 
service they provide is completely. separate 
from what we do as appraisers. And -- and if 
they want to represent our fee on the HUD 

·statement or the closing statement as the 
appraisal fee, they should represent their fee 
on that HUD statement as their appraiser 
procurement fee. The homeowner should have an 
opportunity to negotiate that .fee out of _there 
but not being misled into believing that both 
fees are an appraisal fee. 

So, with that said, I'll open up any questions 
that the committee may have . 
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REP. FONTANA: Thank you, Rob. And are you 
participating in these ongoing-stakeholder 
discussions that we talked about? Are you 
have they -- have you had the chance to 
participate and·provide input? 

ROBERT CLERMONT: We -- we have. Yeah, we've been 
in -- we have a dialogue, an ongoing dialogue 
with the Appraisal Institute. We hope that 
that -- that continues. It was actually our 
organization that asked for the (inaudible) to 
put the -- the bill forward. It's really that 
concerning, you know, who may collect the fee 
for an appraisal. 

REP. FONTANA: Okay, great. Well, I'm glad to hear 
that you're. part of the discussions. 

Question for Rob from the rest of the 
committee? 

Representative Altobello. 

REP. ALTOBELLO: Thank you, Mr. Chairman. 

Good afternoon, sir. You said that there's a, 
you know, not -- not to disclose to a homeowner 
how much your fee they're actually ·charging the 
lender, because the lender is actually charging 
it back to the homeowner, eventually. What -
what would this show on, let's say, the rest of 
the form? How did they how did they .-- did 
they break it.out or is it just one appraisal 
number? 

ROBERT CLERMONT: Yeah. 

REP. ALTOBELLO: Do you know, off the top of your 
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head? 

ROBERT CLERMONT: The companies that, you know, that 
--the brokers that I've spoken-to and-- and 
the lenders I've spoken to say that they -
they reflect that entire fee. And they hire 
the· management company, you know, to find an 
appraiser. Well, management company charges 
$500.· Well, it doesn't s_how as the management 
company appraisal fee, it shows as an appraisal 
fee. So -- so they're really -- what they're 
doing is they're really -- the -- the borrower 
is led to believe that that's the actual cost 
of the appraisal, which is why the management 
company is clever. 

You know, so they tell us on our ~orm, they 
say, well, do not discuss your fee with the 
homeo~er, because they don't want th~ 
homeowner to know that that appraisal cost two 
or three or., you know, whatever, $200 or $250, 
whatever that actua·l appraiser charged for that 
particular assignment. 

REP. ALTOBELLO: Has -- has your group had an 
opportunity to do any kind of analysis of 

A VOICE: ( Inaudib,le . ) . 

REP. ALTOBELLO: Clever; right? How so? -- .how 
much the actua.l onsite appraiser gets as a 
percentage of --- of that end fee? 

ROBERT CLERMONT: Yeah. It -- it's anywhere from, I 
mean, typically, I mean back a -- a couple 
·years ago before the -- because of the 
evolution of -- of the ~ppraisal management 
companies, appraisers would -- would typically 
collect anywhere or charge anywhere -- it was 
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competitive; you know, we have a couple 
thousand appraisers here in the State of 
Connecticut -- you know, we -- we would charge 
anywhere from, you know, $275 to probably $350, 
depending on -- depending on complexity of the 
assignment. 

Today, the management companies more or less 
dictate what those fees are going to be. They 
range a~ywhere -- my experience -.- anywhere 
from $180 up to-$250, but rarely do I ever see 
on~ -- and I understand 
Mr. Biondi in testimony -- $350. And I hope to 
get the name of that client from him at the end 
of my testimony~ But -- but I --· our 
membership, in my own-- as.well as my own 
experience, I -- I haven't seen a fee that high 
in probably a_year since the -- the management 
companies came on the scene. 
And _-- and if may add to that, this is a 
concern to us as well because we've seen this 
having a -- a very severe, destabilizing effect 
on this prof~ssion. 

You know, we're a fragile profession, a couple 
thousand appraisers, you know, to service a 
city of -- of, you know, we're -- we're 

_ representing all the fellows from Meriden, 
let's.say, 17,000 parcels, you know, in one 
city alone. We have a couple thousand 
appraisers. Well, it takes 3 1/2 years to 
become an appraiser in Connecticut. It's not a 
-- it's a laborious process; it's not fast, by 
any means. But what happens when those numbers 
of appraisers dwindle down to, let's say, a 
thousand or let's say 900. You know, it's 
going to, in turn, drive the cost of appraisal~ 
up farther than where they're at today, because 
the supply of appraisers is far less than it is 
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today. 

You know, but we need to strike a balance 
somehow between the number of appraisers and 
fees in which they -- fees "in which they 
charge. 

REP. ALTOBELLO: And then,. finally, Mr. Chairman, if 
I may? How many -'- how many of these companies 
do you think are doing.business in Connecticut? 

ROBERT CLERMONT: ·well, today--

REP. ALTOBELLO: From a·far, the 

ROBERT CLERMONT: Sure. 

REP. ALTOBELLO: -- (inaudible)? 

ROBERT CLERMONT: There's maybe one or two appraisal 
management companies that I know of that are 
located in the State of Connecticut, and 
they're owned by ap~raisers. You know, the -
the quality of the appraisers that they -- that 
they seek is very good. You know, they have 
competency in this market, which is excellent. 
But the the·vast majority, I would say, are 
located in --. in states other than Connecticut. 

And -- and j':lst so the -- -the committee is 
aware, you know, just about every loan today --

·every loan today ordered in America is going to 
go through·an appraisal mana~ement company-
not -- not every -- I'm sorry -- not every one. 
But a hug~ percentage of -- of appraisals are 
going to be ordered through appraisal 
management companies, ·which is why we --we 
think that they believe that -- that they 
should have somebody from. Connecticut on their 
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staff. We believe tha·t they should be located 
here in Connecticut. We should be realizing 
those tax dollars; you know? Every dollar that 
-~ that's going -- they're collecting, it's 
going t~ California or going to Orlando or San 
Diego, wherever the locations are. There's a 
doll.ar that we can't tax and a dollar that we 
have to find from within our state. So it 
makes good sense to us that we have them right 
here in Connecticut and we legislate that -
that, you know what, if you want to do business 
in Connecticut, you know, have a physical 
p:r;esence in Connecticut. You don't pay your 
taxes in Connecticut .. Have a vested interest 
in the state, j·ust as we do as appraisers. 

REP. ALTOBELLO: But just how many do you think 
there are nationally? 

ROBERT CLERMONT: Thousands . 

REP. ALTOBELLO: There are thousands of independent? 
So they're not all' owned by the the two·--

ROBERT CLERMONT: No. 

REP. ALTOBELLO: -- big, the failed bank systems? 

ROBERT CLERMONT: It's .thousands. In -- in my 
experience, I've seen appraisal management 
companies, and_ some of them· have been, you 
know, m9rtgage brokers who business got slow ~o 
they got the id~a, .hey, I. want to become an 
appraisal management company. And ~- and now 
they start their o~ appraisal management 
company and -- and, you know, and ~- and 
they're in the game, so to speak. 

You know, banks have basically, you know, the 
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- the fire wall; it was talked about earlier. 
Banks can't -- there's concern over collusion 
with the appraises so the banks had to, you 
know, run all thei~ appraisals through 
appraisal management companies. Well, guess 
what? They formed their own ~ppraisal 
managements companies. So, it hasn't been --
as it's. been stated earlier, not all but 
it's been stated earlier. 

Well wha~ what purpose has really been 
served? You know, the -- the bad behavior that 
once existed by -- by certain lenders has -
has been shipped over to the management 
companies. And -- and we think that's a good 
part of_ what this bill tries to do is -- is 
tries to~ you know, curb some of that bad 
behavior. You know, and we think that's 
importance. That's something that -- that we 
completely support . 

REP. ALTOBELLO:· Well, thank you, sir. 

Thank you, Mr. Chairman. 

REP. FONTANA: Thank you. 

Are there question for Mr. Clermont? 

Oh, Represent~tive Schofield. 

REP. SCHOFIELD: Thank you, Mr. Chairman. 

I have one ~estion and one comment. You -
you'd stressed the point a lot about wanting to 
make sure that all appraisers from Connecticut 
come from Connecticut, and so I -- I would just 
make.the point that I-- I actually think 

. somewhat an appraiser f·rom, say, Long Meadow, 
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Mass_achusetts knows more about -Enfield than one 
from Greenwich. And, conversely, perhaps, an 
~ppraiser from Hollywood knows more about 
Gre-enwich than someone from East Hartford. So 
I'm not sure that that argument holds all that 
much water as much as I would like to see jobs 
held in Connecticut, as much as possible. I'm 
not sure that the basis for that -is -- I mean, 
really, my understanding is appraisers should 
be using data and comparable sales and et 
cetera in the area, and should be, even in 
you're not from that town, you should be.able 
to make a fair appraisal. 

Am I missing some~hing there? 

ROBERT CLERMONT: No, and-- and I think we're.-- I 
think we're talking about the same thing, 
really. We're talking about --
about geocompetency. But what we'd like to see 
is the, you know, the bill -- the bill asks for 
a, what they refer to as a "controlling 
person"; we -- we call it a "principal 
representative," somebody who's going to 
oversee the day-to-day operations of that 
management company and be responsible for it. 
~d we believe that, that that person should be 
someone who holds a license in Connecticut. 

And if they're from Long Meadow, Massachusetts, 
that's -- that's fine. You ~ow, but as long 
as they hold a valid license in the State of 
Connecticut, you know, they're familiar with 
our -- our markets and some -- some they may 
not. But in those instances where -- where 
they're not, then they should be able to -- to 
seek out appraisers who are familiar with those 
markets . 

000349 



• 

• 

• 

64 February 16, 2010 
mhr INSURANCE AND REAL ESTATE COMMITTEE 1:00 P.M. 

REP. SCHOFIELD: And so my question is, again, 
'cause this is like a new area to me. 

ROBERT CLERMONT: Sure. 

REP. SCHOFIELD: I didn't even know these things 
existed. Do they add enough value? You know, 
you.' re saying they're relatively new and now 
we're trying to regul,ate them to keep them from 
doing bad things. If -- if the reason for 
which they were created has not been fulfilled, 
would we be in your estimation better off just 
going back to the old system rather than now 
trying to regulate these new middlemen 
entities? And just we've been on (inaudible). 

ROBERT CLERMONT: Yeah. No, I think I understand . 
the question. And I guess to get my answer for 
the -- you know, I mean, we -- we'd love to see 
it go back to the old way, you know. You know, 
they destabilized our profession. They've -
they've taken a huge part of our fee. ·You 
know, you've heard testimony about competency, 
you know, appraisers coming from other states 
and who aren't familiar with·-- with what's 
happening here in Connecticut 

REP. SCHOFIELD: Right. 

ROBERT CLERMONT: -- in our market. But, 
unfortunately, we don~t know if we can go back 
to the old way. You know, with -- with all of 
the bad behavior that existed, you know, 
Mario Cuomo from -- fro~ New York, as the one 
that stated earlier, he struck this agreement 
with Fannie and Freddie Mae -- you know, 
Fannie Mae and Freddie Mac, where New York was 
saddled with all these bad -- bad loans, and 
Cuomo went to Fannie Mae and Freddie Mac and 
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said, look, you know, why should -- why should 
New Yorkers have to bear the burden of cleaning 
up your mess, you know, and basically started a 
lawsuit against Fannie and Freddie or Fannie 
Mae, from what I understand. 

And Fannie said don't do that. You know, what 
do we do? Well, we're going to come to an 
agreement~ You know, all the appraisals that 
you order from now on are going to have to be 
ordered through -- through some third party, 
you know, this -- this appraisal management 
company, apprai·sal brokers. 

Now, we as appraisers, we -- we have no love 
for them; I mean, I'm going to be quite honest 
with you. To us, this is the equivalent of a 
shotgun wedding. You k~ow, we don't love them 
whatsoever, but we're forced to deal with them. 
You·know, the Legislature was so inclined as to 
say, you know, we're going to back to the old 
way, then -- then we think that's a move, 
personally, in the right direction. You know? 

Unfortunately, the flip side of that is that 
we're in this mess b~cause, you know, bad 
morals. You know, and I don't know how hard to 
try, but I don't know if we can legislate 
morality. We can legislate people to do the 
right thing; either you want to or you don't. 
You know, and u:n."fortunately a lot of these 
lenders -- you know, it -- it -- it's, you 
know, it's a lot of money at stake, you know, 
in this business. And -- and that's what it's 
always going to be about. And as long as that 
-- that money is at stake, they're going to 
continue to look for a way around, you know, 
this bad behavior and lot of our -- I'm sorry 
-- around some of our -- our laws, no matter 
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. . 
how hard we try to make them right. I hope 
that answers the question. 

REP. SCHOFIELD: I -- I just want to understand 
better, when the middlemen didn't exist, what 
the pressure was to do it? Was it to deflate 
the value of a home so that the lender would 
then be ~ending against the less expensive home 
or to inflate it so they could make you borrow 

ROBERT CLERMONT: Yeah . 

. REP. SCHOFIELD: -- more money or --

ROBERT CLERMONT: But --

REP. SCHOFIELD: -- I'm not sure --
.. 

ROBERT CLERMONT: But --

REP. SCHOFIELD: -- wha·t 

ROBERT CLERMONT: Sure, yeah. What what --

REP. SCHOFIELD: What (inaudible) --

ROBERT CLERMONT: What would happen is, I mean --if 
I may -- I'm sorry. 

REP. SCHOFIELD: It'd be 

ROBERT CLERMONT: Okay. If if· I may? Typical 
appraisal requests would come in. We want you 
to appraise, you know, 200 Capitol ~venue in 
Hartford, Connecticut. You know, we'll say 
it's a single-family house. You know, they 
wouid put estimate of value $300·, 000. You 
know, please call if you can't get to this 
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value. Well, let me tell you, unfortunately, a 
lot of appraisers would get to that value 
because-they wanted that figure; you know? 

Other appraisers, so that they're able to -- so 
that they're able tq make their loan and sell 
the loan. And t~is loan goes to Fannie Mae, 
then it goes ·to Wall Street, then it goes to 
some other mortgage-backed security. Then it 
ends up in the fishing village in somewhere, 
and that's -- then it ends up somewhere and · 
so~ebody's left holding this. And, 
unfortunately, whoever is left holding that bad 
loan is the one that -- that bears the burden 
of that loss. 

So, but.-- but· this gave, you know, the idea 
was, -w~ll, we're going to have management 
companies, some -- some intermediary come 
between banks and the firewall, which is 
probably the --

REP. SCHOFIELD: (Inaudible). 

ROBERT. CLERMONT: Well, what they would do is they 
would -- they would issue the request for the 
appraisal. You know, _one of the last -- last 
components, last things they do. They'd run 
the person's credit. They would get their 
income statements, and so forth, then they'd 
issue the request for.the appraisal. The 
request for the appraisal would have a target 
value that they need in order to make that lo~n. 
work. Again, as I said ~arlier, Unfortunately, 
a lot of appraise~s, you know, -will just get -
a lot of appraisals would just meet that value 
because they're getting paid for their service 
if they did. If they didn't meet that value, 
then they -- then it's likely that they 
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wouldn't get paid for that service. 

REP. SCHOFIELD: The reason I ask is one of the 
previous testifiers indicated that the 
appraisal was coming in unrealistically low, so 
I was confused of which one was -- was 
happening :--

ROBERT ~LERMONT: Okay. 

REP. SCHOFIELD: -- more often. 

ROBERT CLERMONT: Yeah. I -- I would say -- I would 
say more ~- in my experience, more often, in 
the experience department, more often it was 
the -- the other way around whereby the banks 
--and banks, I say "banks," I really mean-
~ean lenders, mortgage brokers -- were -- were 
really looking for -- for the value that they 
needed more to make their loan work . 

Whether the value was -- was realistic or not 
was -- was different. But it's sort of the, 
you know, .it's sort of the equivalent of -- of 

· going to get your taxes done, you know, in a 
lot of ways where you go to the accountant and 
-- and you say, well, listen, we need to get 
$3000 back because, you know, we want to go on 
vacation, we want this car or whatever. And -
and if you're not the guy that can get us that 
$3000 refund, then tell us now so that we can 
go to the guy down the street. Well,· the guy 
down the street has got to play by the same 
laws that -~ that the other guy does. But -
but the reality is somebody is going fudge 
those numbers. And that•s.what the mortgage 
broker or banker is really hoping that will 
happen. So the -- the management company is 
supposed to alleviate that, you know, some of 
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that because, you know, again, they're acting 
as that -- that firewall in between them. But 
-- but we just don't see that happening in 
their release, and so we think that some 
components of this bill ·address that, and 
that's a good thing. I hope that answers the 
question. 

REP. SCHOFIELD: So maybe the -- the real issue is 
that the lenders are not at risk. If they were 
rea~ly at risk, they'd want an ·accurate 
appraisal. But we had mortgage originators who 
were not ultimately at risk. Their rules was 
the problem and we ended up solving the wrong 
problems, but that's a discussion for another 
day. 

ROBERT CLERMONT: That's -- well, it's -- excellent 
point, though. 

REP. FONTANA: They were solving a problem not 
necessarily the problem. 

REP. SCHOFIELD: Right. 

REP. ·FoNTANA: gut we're trying to do what we can. 

Other questions for Rob? 

Seeing none, thank you, Rob. 

ROBERT CLERMONT: Sure. Thank you. 

REP. FONTANA: Nora King to be followed by Vickie 
Kelley. 

NORA KING: Good afternoon. 

I sat here a year ago in front of the Law 
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Committee for Bill 303, and I've been working 
closely with Sen~tor Duff on the new 
legislation that is about to come. A little 
bit about my background, I have a master's in 
business, had a corporate background about 
eight years ago and chose to become a real 
estate appraiser. So I have a lot of business 
experience. And I'm certified residential. 
And until a couple of years ago, I actually 
really loved the profession; ·I thought it was a 
great way to make a living and loved doing the 
job for homeowners. 

Though I agree with the principle of 
registering management companies, I do not 
bel~eve that this bill is going to solve the 
problems that I sat and addressed before that 
committee over a year ago. Primarily, I don•t 
believe it•s going to solve the key issues. 
And why I don•t feel that is I -- I do believe 
that appraising is a legitimate profession . 
It's the same as a real estate agent. It's the 
same as a home inspector, same as an attorney. 
No one is being asked to mark up those fees or 
collect those fees but that person. And no one 
but a real estate appraiser should be 
collecting our fees. And I think if the 
Connecticut Association of Real Estate -- real 
estates agents is .a much more powerful 
organization, and I think if someone was 
wanting to collect their fees, there would be 
an immediate stop to it. By allowing the 
management companies to determine or collect 
the fees have allow~d them to focus on the 
appraisal of·being a profit center. 

In the handout material that I've provided, I 
just wanted you all to take a note of a job 
posting that was put out ·there by First 

------
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American, that is actually Quantrix, hat was 
owned by Chase. Chase and Wells Fargo are two 
of the largest violators who come with these 
issues that are going on today_. It reads: 
"For this reason, it is important for the 
product analyst to attempt to place the order 
·to an appraiser with the lowest fees to 
maintain our profitability. In situations 
where we must use one-time vendor or fee 
appraiser, ~he PA will need to check as many 
options as possible to attain the lowest fee." 

I work with these people every day; I'm in the 
trenche~. This is what I see every, single 
day. And what is happening has been the lack 
of transparency to the consumer, lack of 
disclosure. The lowest-qualified people are 
being hired to do the job. There's no risk or 
no skin in the game for the banks or the . 
lenders. At the end of the day, they've pushed 
on to ·th~ borrower, the person who's the 
biggest purchaser or investment they make. 

There's also something else going on with AMCs. 
Everyone addressed some of the other issues, 
but the one thing I did not hear today is the 
changing of data in the appraisal reports. I 
have spoken with the head of tpe Banking 
Commission. I have tried to speak with 
Blumenthal's Office. Howard Pitkin, who's 
actually in the Banking.Commission, is very 
well aware that the AMCs are changing and 
altering reports. To me, as a consumer, that's 
also a very scary thing, and· there's no 
regulation to really stop them. And this bill 
doesn't address those issues. 

So I think,, though, Bill 13, it has very broad 
language. I don't really feel it's going to 
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solve the issues that as appraisers and as 
transparency issue to the consumer, it -- it's 
not going to fix the issues that are out there. 

REP. FONTANA: Well, thank you, Nora, for your 
testimony. And you sort of hit on the nature 
of our business, which is we operate in the 
world of what we can achieve with the amount of 
time that we have and the amount of support 
that we have. So I think that's why we've been 
pl~ased that there's be~n this meeting of 
various stakeholders trying to hash out these 
issues amongst all of you so that way we could 
embrace something that reflects a consensus 
view about how to at least address some of the 
problems. 

I mean, I think what Representative Schofield 
was sort of hitting on and other, the 
(inaudible} issue, and you and Rob have talked 
about some of the other things that need to be 
addressed. And I think certainly we'll look 
forward to talking to Senator Duff and others 
about how we best do that. But I think given 
the gravity of the situation that we've been 
led to understand, it seems like it's important 
to move forward' as much as possible. And given 
that we're -- unlike you, we're only busy for a 
new months out of the year. We're focussed as 
much as we can on trying to do as much as we 
can with the time that we've got. So that's 
sort of why we're working with the language you 
see before you and trying to do as much as we 
can, given the constraints under which we 
operate. 

NORA KING: I -- I think you j·ust have to be very 
careful that you don't further validate. 
'Cause what the -- some I work with lots of 
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different management companies; 
90 percent of my business is management 
companies, unl~ke many of the other apprais.ers 
who were sitting here, Representative, in front 
of you. I think the one thing you have to be 
careful of with this if the language isn't 
revised is you're going to be further 
validating larger companies like the Quantrix, 
the LSI, the Realm, the First American. ·The 
smaller management companies often do play by 
the -- the rules. They will hire the person 
that knows the area. They will pay the 
appraiser the fee. The large management 
compan-ies like the LSis will not. So I think 
you just have to be really careful with how the 
language is in the-bill that you're not further 
validating that model by allowing them to set 
their fee schedules with just a review panel, 
'cause I don't think it will work. 

REP. FONTANA: Okay . 

Questions for Nora from members of the 
committee? 

Seeing none, thank you, Nora. 

NORA KING: Okay. Thank you. 

REP. FONTANA: And then, finally, Vickie Kelley will 
testify. 

VICKIE KELLEY: Good afternoon. 

My name is Vickie Kelley, and I'm a broker and 
principal of a small real estate firm in 
Weston, Connecticut, and I'm here to support 
this Senate Bill 13. And I'm really here as a 
foot soldier working on a daily basis as a 
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buyer's broker and a seller's broker. I'm 
dealing with the consumer, and the harms that I 
see taking place with the lac.k of regulations 
with AMCs and the -- and the things that are 
occurring as a result of it are harsh. 

It's hard enough to sell house·s these days. It 
takes a -- a year sometimes to sell a house. 
Then we have an appraisal come from New Jersey 
or from·New Y~rk or wherever, and the data is 
not.collected·purely. They're not visiti~g 
town halls. They're not doing their due 
diligence. They're not investigating other 
·sales, because they don't have time. I've 
learned first-handedly from the AMCs that come 
that they're being paid $200 or less, . 
oftentimes these are, these bids are put out on 
·t~e Internet, like Priceline.com to the lowest 
bidder to take it, and the -- the consumers is 
at risk . 

Recently, I had two cases I want to share with 
you. I sold a house for a -- a client in 
Weston. They lived in the home 35 years. 
They're making a move out of state. The buyers 
came from out of state, qualified for a 
conventional loan, 30 percent·down. We waited 
27 days for an appraisal to.show up. Finally 
when the appraiser came -- it usually takes 
three days to get a qualified appraiser in for 
a situation like this -- the AMC told us that 
they only received the bids the night. before 
and that she was a Veteran appraiser of 25 
years, she just signed up for this AMC account· 
because she's a single mom supporting three 
children, and now she's having to work twice as 
hard to earn her fees because of the appraisal 
management center is charging more for the 
appraisal and paying her less. So data quality 
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is a concern. Data -- data capture is a 
concern. 

Second care is this: I've had another. sale 
recently on 7 1/2 acres in Weston. The 
property was valued at a million dollars. 
There's a first -- first -- head right to the 

·property. They had two lots, a house with a 
pool and the extra acreage, which could be a 
building lot. The AMC came -- may I continue? 

REP. FONTANA: Please just finish, yeah. Thank you. 

VICKIE KELLEY: The AMC came, looked at the 
property, looked at the comparables a~d told us 
that it was more trouble to justify the -- the 
extra land with the house, even though the 
house was perfectly livable, and it had been 
occupied for 30 years. And so the loan was 
denied because the highest and best.use 
assigned to that property was a land deal. We 
couldn't get a -- a loan on a land deal, so the 
seller was harmed because he couldn't sell his 
property unless my buyer came up with cash. 
Fortunately, my buyer had to liquidate 401(k)s, 
retirement money, struggle at the end of the 
year to close the -- there was a tax 
consequence for the seller -- to close the 
transition. 

Harm to the seller. Harm to the buyer. But 
what was worse is I was told that the AMC 
flagged that property in a national data bank 
for the AMCs saying that the property was not 
financeable. We didn't have time to go to -- · 
to a local bank to try to redo a loan. So, for 
me, I-'m seeing more sales fall through in this 
time when we really need to be moving families 
and people, because junior people are -- people 
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are coming out with the appraisal management 
centers, they don't have the time or the 
experience to really view the data and collect 
the data, and especially when you have these 
sales, it's ·harder. It requires more time. 
So, really, the appraiser should be taking more 
not less for this hard job that th~y're doing.· 

I think that not all the AM -- AMCs are -- are 
bad; I think there's good. But I'm seeing big 
bus·iness take over -and 'cause it's -- clearly 
it's a profit center, as -- as many of you have 
spoken about. 

I've been a broker for 27 years. I was a past 
(inaudible) president for Wilton, Weston, 
Westport, and Norwalk. I can cite dozens of 
cases, and I've seen houses fall through on 
sales that should have taken place because the 
appraisal management center has -- has ruined 
the opportunity for the sales . 

REP. FONTANA: Thank you; Vickie, appreciate your 
testimony. 

Questions for Vickie from the committee? 

All right. Seeing none, thank you, very much 
for your -- your observations. 

That concludes public testimony on Senate Bill 
· ~ unless there's somebody who failed to sign 

up. 

So we'll now proceed to Senate Bill 18. Before 
we do, just want to alert everyone that 
following with our rules, around 
3:12 p.m. we will then proceed to the 

·Legislator's agency heads and municipal 
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I appreciate the opportunity to support Senate Bill 13. An Act Concerning Real Estate 
Appraisal Management Companies. 

This proposal regulates any entity that acts as a middleman between the individual or 
bank that is requesting an appraisal and the appraiser. The measure would require these entities -
- appraisal management companies - to register with the Department of Consumer Prot~ction 
and be operated by individuals in good standing as licensed appraisers. Importantly, it would 
preserve the independenc.e and integrity of appraisers from management companies who may 
wish to direct a particular outcome ofan appraiser. Finally, management companies would 
establish a system of fair compensation for appraisers based on a survey of market rates and a 
fair, due process procedure for removing any individual from the management companies panel 
of approved appraisers. 

The Attorney General's office has received numerous complaints from hQmeowners who 
purchased their dream house only to encounter a nightmare of problems. Home selling prices 
mortgages were granted on the basis of wildly optimistic appraisals·· often at the direction of the 
seller or. the mortgage company. My staff has worked with banks and federal and state agencies 
to keep these homeowners -- victims of mortgage and real estate· fraud -- in their homes. 

In response to this problem, the federal government adopted the Home Valuation Code of 
C.onduct requiring a separate e~tity standing between the bank and the appraiser to shield · 
appraisers from undue influence. A new entity has appeared -· the appraiser management 
company, an unregulated bus·iness enterprise with broad authority. Appraisers generally .caMot 
issue appraisals for banking transactions without going through a management company. The 
management companies may low-ball appraiser commissions, profiting by charging the bank full 
price and pocketing the difference. The companies can also hire appraisers who may not have a 
full understanding ofthe·market where they are requested to make an appraisal. In the end, 
consumers may pay more for appraisals but receive less quality and accuracy • 

.Regulation ofthese companies-will ensure that the Home Valuation Code of Conduct 
cure for influencing appraiser decisions does not simply replace one source of bad influence with 
another. · .. 

I urge the committee's favorable consideration of Senate Bill 13. 
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SENATE BILL NO. 13:· AN ACT CONCERNING REAL ESTATE 
MANAGEMENT COMPANIES 

POSITION: SUPPORT WITH REVISIONS 

SB 13 would establish a state registration system for appraisal management companies 
("AMC's"). It would also impose certain substantive restrictions on AMC's. The Connecticut 
BankCJS Association ("CBA") will support the concept. of registering AMC's with the State 
Appraisal Commission, but is very concerned about scmie of the substantive restrictions. Those 
restrictions would likely have a negative impact on residential mortgage transactions in 
Connecticut and would raise costs for consumers. 

By way of background, AMC's are a recent byproduct of a new requirement adopted by 
Freddie Mac and Fannie Mae, who are largest purchasers of mortgage debt in the United States. 
All mortgage loans purchased by those agencies must have appraisals that comply with their 
newly adopted Home Valuation Code of Conduct ("HVCC"). The HVCC was adopted to 
combat, among other things, abuses in appraisal practices where various parties inappropriately 
influenced appraisers (i.e., to provide inflated values). 

These abuses were particularly prevalent in the southwest States and in Florida, which 
,now have the some of the hlghest instances of mortgage fraud and foreclosures in the country. 
The HVCC establishes a code of conduct that helps to ensure arm's length independence in the 
appraiser selection and management process. Although tl\e HVCC does not require a lender to 
use an AMC, many financial institutions )lave turned to AMC's to ensure the requisite degree of· 
independence in_ the appraisal selection and management process. 

The outgrowth of AMC's comes at a time when both federal and State law has been 
revised to strengthen appraiser independence. Last. year, the federal· Truth-in-Lending 
regulations were amended to expressly prohibit appraiser coercion. In Connecticut, the Oeneral 
Assembly's Banks Committee SP.Onsored, and the legislature enacted, a bill strengthening 
toDriecticut's anti-coercion ptovision8:- ·-- . 

The CBA believes that. AMC's can play a valuable role in the mortgage origination 
process. As active providers of mortgages In Co11n:ecticut, banks are very concerned with two 

(860)877-6060 10 Waterside Drive Farmington, Connecllcul 08032-3083 FAX: (860) 677-5068 
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.. aspects of the appraisal process; namely, quality and cost. AMC"s can help to promote the 
quality of appraisals by ensuring that parties involved in the mortgage transaction do not engage 
in improper coercion. · AMC"s can also help to manage the cost of appraisals through volume
based competitive contracts with appraisers. This is of benefit to Connecticut consumers, 
bee~ consumers often pay for the cost of the appraisal, in connection with a mortgage loan. 

While the CBA would support legislation that creates a registration system for AMC"s, 
we are very concerned with some ofthe substantive-provisions within SB 13. In particular, we 
are concerned with the provisions that restrain legitimate competition within the appraisal 
industry. We are also strongly opposed to any provision that attempts to regulate the cost of 
appr&isals. Recent changes in federal law (i.e., HUD's amendments to RESPA) are creating 
opportunities for banks and others involved in the mortgage loan transaction, to lower the cost of 
obtaining a mortgage (by creating greater transparency in the cost of the various service 
providers that help to originate a mortgage). HUD over the y~ars has never engaged in fee 
setting and they continue with that philosophy. 

These new RESPA provisions hold great promise for consumers across the State and in 
America. We believe the rate regulation provision within SB 13 would serve to undercut the 
benefits of these new RESPA provisions by restraining "the competitive marketplace for appraisal 
services. 

In recent days, the CBA has been in productive discussions with representatives from the 
appraisal industry, real estate brokerage industry and home builders. Those discussions are 
continuing. We are hopeful that these discussio~ will produce a consensus on proposed 
revisions that we would collectively and respectfully submit to the Committee for its review. 

Thank you for your consideration of our comments and concerns with regards to Senate . 
Bi1113. 

2 



-•-· --

000410 

Date: February 16,2010 

Re: RB ## 13: AN ACT CONCERNING REAL ESTATE APPRAISAL 
MANAGEMENT COMPANIES, Testimony for the public hearing on 2/1612010 

Dear Senator CriscQ, Representative Fontana and members of the Committee on 
Insurance and Real Estate, 

My·name is Tony Homicki and as the Assessor of the Town of Darien and also Co Chair 
of the Legislative Committee of the Connecticut Assoeiation of Assessing Officers. I am 
here.today to offer what I believe you will regard as a friendly ilmendment to Raised Bill 

. ##13, 

As municipal officials, my colleagues and I are often required to assign a variety of 
appmisals. These appraisals assist us in our determination of value, as well as in our 
defense of values in court. 'The Connecticut Association of Assessing Officers. requests 
that you consider adding a sentence to the bill that would exempt Assessors, along with 
revaluation companies that are certified by the Office of Policy and Management ftom its 
provisions. This would eliminate potential duress that might be raised while we are 
perfonning our duties at the local level. You might also want to consider extending the 
exemption to all federal, state and local agencies or departments. · 

I thank you for yotir time and efforts iri regard to this issue. 

Respectfully, 

· Anthony J. Homicki CCMA n 
Darien Assessor, 203-656-7310 
Co Cbair.ofthe Connecticut Association of Assessing Officers Legislative Committee . . 
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Senator Joseph Crisco and Representative Stove Fontana, Co-Chairs, and . 
members of tho Insurance & Real Estate Committee · 

Bill Ethier, CAE, Chief Executive Officer 

IU3 13, AAC Real Estate Appraisal Management Companies 

Tbe HBA of Connecticut Is a professional trade association _wltb 1,100 member 
firms statewide, employing tens of thousands of Connecticut citizens. Our members are 
residential and commercial builders, land developers, home improvement contractors, 
trade contractorsi suppliers and those businesses and professionals _that provide services · 
to our diverse industry. We estimate that our members build 70% to 800,(, of all now 
homes and apartments in the state. 

We support the intent ofRB 13 ·to provide the public greater assurance that tbe 
critically Important function of real estate appraisals, wben done tbrougb appraisal 
management companies, is done with a high level or competency. . 

Home builders have experienced severe lending issues as a result of the financial collapse 
and restructuring that has taken place in our economy. We testified before a joint 
invitational hearing of the Banks and Commerce Committees last December to highlight 
the ·issues our members have faced. This testimony can be found on our home page at 
www.hbact.org. We do not want to paint with a broad brush but some of these credit crisis 
issues relate to poor apprais~s conducted through appraisal management finns. 

The common complamt has been that some management companies hire appraisers from 
outside the area where a new home has"been built and sold and is ready to close. Such . 
appraisers may not be familiar with a municipality, let alone a particular neighborhood, and 
nonsensical appraisals result in lost sales .. The cramming down of apPraisal fees paid to · 
certain appraisers and the demand for very quick tum-around may also result in tho use of 
poor comparables and a .. rushed" job, producing poor appraisals. Nationally, we have 
urged better guidance be sent out regardmg the HVCC rules (or amendments to same) to all 
parties so that reasonable, pennissible and necessary conversations and information 
exchailge can take place between appraisers and interested parties to a transaction. State 
governments can also do their part to address these issues. 

As sellers of new homes and, therefore, very interested consumers of real estate appraisals, 
we have participated in discussions with tho CT Chapter of the Appraisal Institute, the CT 
Association ofRealtors, CT·Bankers.Association and appraisal management firms over this 
bill. At this point, we are comfortable with the· direction being taken wltb the grou.p's 
negotiations and potential amendments to the bill's language, but reserve comment 
untO we see final language·. · · 

Representing the Residential Construction Industry In Connecticut Through Advocacy and EducaUon 
· "Leading Our Members to Profess~sl Excellence" 
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~ We believe that the registration of appraisal management companies Is necessary to 
11 tens~re acconntabWty to the citizens of CoDDectlcut. Appraisal management companies 

may be domiciled anywhere and many are not located here even ·though they engage 
appraisers here. Registration would at least help to identify such firms and create a 
ftam.ework to hold firms and the appraisers with whom they contract accountable, again for 
high level of appraisal competency. · 

To achieve the accountability desired, minimal regnlatlon through clear, objeetlve 
standards may be necessary to accompany registration. For example, familiarity with 
the neighborhood of a property should be a minimum ~uirement to conduct an appraisal. 
Familiarity with the extent, scope of and reasons for each distressed or foreclosed pf9perly 
in specific neighborhoods and appropriate adjustments to same should be required before 
using such properties as comparables. To the extent such requirements are already a part of 
the regulation of licensed appraisers, that's great. To the extent they are not, that needs to 
be fixed. Appraisal management companies should also internally enforce such rules on 
the appraisers they hire or be subject to losing their registration to do business in. this state. 

Having said the above, we strongly urge you to keep. regulati~ns to a minimum necessary 
to ensure a high level of competency of aU appraisals. We do not support the 
requirement for appraisal management firms to eooduct market surveys oo pricing. 
To our knowledge, such surveys are not required of any o~hei' busin~ss and could subject 
the appraisal process to much unnecessary discussion and possible liability or enforcement 
over survey methods. The expense of conducting such surveys is an unnecessary added 
cost to real estate transactions. · 

Frankly, we are not interested in the market share or fee disputes between independent 
appraisal finns and appraisal mllliagement companies. We just want aU appraisals to be 
done competently. ,As an altema~ve to the survey and market rates language of RB 
13, a much better way to ~ fee issues is.to make the cost of appraisals more 
transparent so that all parties who order an appraisal or are affected by an appraisal 
understand the actual cost of the appraisal. This can be accomplished by simply requiring 
appraisers to Dote on each appraisal the price thej were paid for that appraisal. The free 
market and competition would then take over to stabilize prices at .a lev~l that works for · 
appraisers, appraisal mailageDient companies, bankers, sellers, buyers and borrowers. 

The legistation needs to clarify several other provisions and we await language to be 
offered by the other interests. For now, we urge your support ofRB 13 with the caveats 
noted above and your coosideration of compromise language we trust is forthcoming. 

Thank you for the opportunity to comment on t~s legislation. 
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James Dimon 
JP Morgan Chase 

January 28,2010 

Dear Mr Dimon. 

1JO~~ 
g;Q_~ ~ 

My name is Nora King and I am the owner of}iora King and Company which is a 
residential real estate appraisal company based in the State of Connecticut. Additionally. 
I am an officer of CAI_tA (The Connecticut Association of Real Estate Appraisers.) 

I am writing in regards to the appraisal management companies that your company has 
chosen to manage your appraisal process. moreover Quantrix and LSI. 

.In my experience these two companies are more focused on the mark up in which they 
are able to place on an appraisal. Procuring the most experienced appraiser with OEO 
competency at a reasonable ree is secondary to procuring the cheapest appraiser 
irrespective qf that apprai~ GEO competency. · 

As someone who works for both Quantrix and LSI I can attest to tbe.fact that these 
companies are constantly trying to soli~it the cheapest appraisers who are willing to 
appraise extremely complex multi million dollar homes for as little as 200.00 or 300.00 
dollars. 

As appraisers we have to maintain our appraisjd work. flies therefore the aforementioned 
requests and others like them have been well documented by myself as well as my 
colleagu~ within the Connecticut Association ofReal Estate Appraisers. To put it 
bluntly Quantrix and LSI do not care about your customer; aU they care. about is finding 
the cheapest appraiser so they can mark and profit off the appraisal service. Also. these 
same management companies threaten to black ball or decrease the ability of small 
appraisal offiees to survive. 

As the CEO of JP Morgan Chase I would hope you would be appalled that your com~ny 
is allowing the aforementioned AMC"s to procure your appraisals based on this 
methodology. 

It is about time that the large banks take responsibility for allowing this practice to 
continue. I have an MBA in business and I love appraising. However. I have watched 
the AMCs slowly ruin this business mostly due to big banks like yourself allowing this to 
happen. You and other Chase executives talk about risk-management continually in the 
news but yet you ~tually don"t practice what you are preaching. I have hundreds of 
examples of this with supporting evidence on how Chase uses AMCs and doesn•t care 
about the transparency to the consumer or practice strong risk assessment in the appraisal 
process. 
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Your further endorsement offee erosion and poor quality ofthe appraisal process would 
never be tolerated if your own bonuses were tied to it. It seems like the big banks keep 
profiting more and more from the small business owner and the home buyer everyday! 

. The appraisal is one of the most important steps in the mortgage process. A home is 
often the largest investment a consumer can have yet you continual endorse this process 
with AMCS. It must stop! 

Regards, 

Nora King 
Nora King and Co. LLC 
294 Rowayton Avenue 
Norwalk CT, 06853 

CC: CT Banking Commission, Appraisal Commission, Senator Chris Dodd, Senator 
Joseph Lieberman, President Barack Obama 
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Testimony Regarding SB 13 
P~~v 

The Controlling Person J. Principal Representative should be a real estate appraiser who 
has been properly licensed as such by the Connecticut Department of Consumer 
Protection. 

1) Many appraisal management companies currently offer their clielits a setvice 
known as a technical review whereby the appraisal management company will 
critique· the appraisal and render their own opinion of value or state which 
comparables and/or analysis they feel do not support the value indicated in the 
appraisal. In many cases this practice violates USP AP as well as our Connecticut 
general statutes which say that the only one who can offer these types of services 
is someone who has been properly licensed as a real estate appraiser by DCP. 

2) An appraiser/principal representative from this state will· also have a greater 
knowledge about the various markets within this state as compared to an 
appraiser/plincipal representative who is ftom another state. By knowing the 
various markets doesil 't guarantee but rather helps to ensure that management 
companies are selecting appraisers based on their geo competency rather than just 
their fees and E&O policy limits. 

3) By requiring the principal representative to hold a valid Connectictlt appraisal 
license also ensures that the·state can serve· a swnmary process to the principal 
representative much like the state is are able to cturently do with registered 
agents who are acting on behalf of out of state corporations. · 

·4) Requil·ing the principal representative to be an appraiser from Connecticut would 
also be in keeping with our cturent real estate laws as they relate to the real estate 
profession in ConnecJicut. Currently each a·eal estate agency Is required by law to 
designate a real estate broker who has been properly licensed as such in 
Connecticut. And, each real estate appraisal company is owned by a real estate 
appraiser who has been properly li~nsed as such in Connecticut. This isn't to · 
say thai the Principal Representative/Controlling Person can't reside in a state 
other than Connecticut but it does say that if you are acting as the person 
responsible for the day to day operation of the company you aa-e representing then 
you need to hold a valid appraisal license in this state. 

.·1 
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5) Also, the ·Principal Representative/Controlling Person shouldn't be allowed to act 
as such fot· any more than one Appraisal Manage1nent company at any given 
time. 

6) If the Controlling Person I Principal Representative is an appraiser from 
Connecticut then most likely the company they represent will also be based in 
Connecticut. · · 

I believe there is also an economic argument that can't be overlooked and that is that 
every dollar collec~d by an appraiser ftom within our state typically stays in our state 
and is taxed in our state. However, every dollar collected by an out of state Appraisal 
Management Company will leave this state and be ~ed in the state where the Appraisal 
Management Company .is located. Furthet·, every dollar that leaves this state is a dollar · 
that our Legislature will be forced to· find ftom within our state. 

I believe we have an opportunity to keep those tax dollars right here in Co~cticut and 
we do that by only allowing a properly licensed Connecticut Real Estate Appraiser to act 
as the Controlling Person I Principal Representative for no more than one Appraisal 
Management Company at any given time and by requiring each Appraisal Management 
Company to maintain a physical presence within our State. 

Submitted by: Rob Clermont - Certified Real Estate Appraiser & President, The 
Connecticut Association of Real Estate Appraisers 
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CONNECTICUT ASSOCIATIO-N-~~--------{)-. -a_-~-. ---::(.t;,....,. 

REALTORS~Nc. 

Statement on · 

S.B. 13 An Act Concerning Real Estate Appraisal Management Companies 

SUPPORT 

Submitted to the Insurance and Real Estate Committee 
February 16, 2010 

By Ken DelVecchio 

Good afternoon. My name Is Ken DelVecchio. I'm affiliated wltl) REIMAX Heritage of Westport, and I 
am a former president of the Connecticut Association of REAL TORS®, for whom I speak today. 

REAL TORS® support Senate Bill No. 13, which requires the registration and regulation of appraisal 
management companies (AMC's). As you may know, AMC's have been around for some time, but only since 
May of last year have they have gained so much Influence In the real estate-market place. That is when the new 
•Home Valuation Code of Conduct" was promulgated following negotiations between New York Attorney 
General, Andrew Cuomo, Fannie Mae, Freddie Mac, and the Federai.Houslng Finance Agency. 

These rules, ln.effect, Imposed flrewalls betWeen a lender's loan production staff and the appraiser doing 
the evaluation of the collateral for the loan. The. objective was to Insulate Individual appraisers from Improper 
Influence of those who may stand to profit from an appraisal figure that's overinflated or otherwise Inaccurate. 

Lenders were now confronted with a challenge -finding a way to use and employ individual· appraisers 
but doing so with a buffer to Insulate them from the appearance of Improperly Influencing their decisions. Thus, 
the solution emerged of using appraisal management companies as middlemen. The bank hires the AMC, the 
AMC has a list of approved appraisers, and (perhaps on a rotational basis) assigns appraisers to do the 
assignments required by the lender. · 

These rules unfortunately created severe, unintended consequences. Some of the very people who . 
were. to be protected by the new process are the very ones being hurt. Significantly, the rules give the AMC's a 
lot of Influence, not only in assigning jobs to appraisers, but over what the AMC will charge the lender and what 
the AMC will pay the appraiser In the field. Consumers who pay for the appraisal report are usually left In the 
dark as to what porti~n of their payment went to the appraiser. 

While Individual appraisers !W! licensed and strictly regulated by the State of Connecticut, the appraisal 
management COI11panles are not. This must change for three reasons: the Increased Influence of AMC's In the 
marketplace , the lack of any federal regulator for AMC's despite the benefit they now derive from these "quasi-
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- ------·fecteraln rules (the Home Valuation Code of Conduct);-and-mostlmportantly, the Injury being done to the public 
by some AMC's. · 

Properly licensed real estate appraisers must Increasingly depend on receiving assignments from 
appraisal management companies. Last year, 39% of appraisers surveyed by the National Association of 
REAL TORS® reported more than half their business came through AMC's - nearly triple the amount compared 
to before the new rules. Yet· these new •guardians• of appraiser Independence In effect have no one watching 
overthem. · · 

The void was supposed to have been filled by a new •Independent Valuation Protection Institute• 
set up to give consumers - - and Individual appraisers - - a place to report Improper appraisal conduct and . 
misbehavior by AMC's. No such Institute exists, even though the Home Valuation Code of Conduct boasted that 
the availability of Its services ~ould be announced to both borrowers and appraisers by Its participating lenders. 

The lnjurv to the DLiblic Is evident In numerous ways: 

>> Homesellers have suffered Inexcusable delays and even lost sales due to AMC-asslgned .appraisers not 
being geographically competent or otherwise qualified. I had one case of a willing seller .and a qualified buyer 
who were told ·by the AMC appraiser that their agreed-upon price was $100,000 too much. It turned o~:~t that the 
report oyerlooked a bedroom, one fireplace, and half a garage! Weeks were wasted seeking an "appeat• that 
was fruitless. 
» Homebuyers (like the one In this case, relocating from California) are Injured. Although the original price was 
validated, he had ~o pay $750 more for another application and appraisal through a second lender. · 
>> Homebuyers have lost favorable-Interest •rate locks• due to the complexities of navigating the system when 
AMC-assigned appraisers make mistakes or the AMC's are slow to.respond to complaints. 
=1-> -rransparencY' of costs has been clouded; buyers don't know how their payment Is being divided up 
between the AMC, the appraiser, and the lender. · . 
» Since a healthy and sound real estate market Is crucial to fostering Connecticut's business recovery, our 
local and State economies (and the taxes they produce) are Impaired by faulty property valuations and 
cancelled home sales. 

While the Connecticut Asso(llatlon of REAL TORS® strongly favors SB 13 as a means for consumers 
redress, we are not absolutely wedded to every provision In Its 12 pages. Some will say It's too strict; others 
that It's not strict enough. By establishing a State registration system and standards that can be enforced. we 
.believe SB 13 provides a ~measure~ degree of oversight with lltUe If any fiscal Impact. 

We are confident that through ongoing collaboration with you and other lawmakers, a bill such as this 
wilrget the· job done•. We look forward to working wHh the Appraisal Institute, the Connecticut Bankers 
Association, the Home Builders Association, Consumer Protection Department, and other Interested parties In 
this. urgent matter. 

Are there any questions? 

Thank you for raising this bill and for your kind attention. 
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John J. Galvin, MAl 
lt>hn@aml!l!i!Lcmj, 

February 16,2010 

Committee on Real Estate & Insurance 
Connecticut General Assembly 
Legislative Office Building 
Hartford, CT 06106 

Re:. Senate Bill No. 13 . 
Ari Act Concerning Real Estate~ Appraisal Management Companies 

Senator Crisco, Representative Fontana and members of the committee, my name is John 
Galvin, President of the CoDDeetieut chapter of the Appraisal Institute and I am here 
to speak in favor of Senate Bill 13, An· Act Concerning Appraisal Management 
Companies. 

The Appraisal Institute is an International Organization that is the largest voice for those 
appraising real property. Though there is an associate. and affiliate membership options 
with our organization, d_eiignated membership requires a rigorous certification program 
that includes not only a college education, but a series o.f course work, the passing of 
comprehensive exams, several levels of ~ented appraisal exp~ence that can take 3 -
7 years to attain and the passing of a very detailed clemoilstration appraisal report, which 

· is equivalent to a college thesis. 

Members of the Appraisal Institute are not only bound by the requirements of the Unifonn 
S~andards of Appraisal Practice, which are appraisal standards written by the Appraisal 
Foundation (a quasi-government board) but also our own Code of Ethics and additional 
standards in order to ass;ure "Public Trust•• that we routinely perfonn a credible and 
quality appraisal analysis and clearly communicate the appraisal analysis and/or value in a 
manner that is not misleading. The two primary designations are SRA, given primarily to 
residential and small commercial property appraisers and the MAl, awarded to those who 
appraise commercial property types and solve complex real estate valuation problems. 

Senate Bill 13 is simply a bill to get Appraisal Management Companies (AMC"s) to 
Register-with the State of Connecticut. Currently, they are the only part of the lending 
process that is not required to register or is regulated. This bill is necessary in order to 
assure appraisal reports are competently ·completed by tjriiiiiOeil iiim,rtil8ers aPPropriately 
certified. This Act is not just necessary to protect ihose relying on the value estimates 
reported to ~ake competent purchase and finance decision, but also to assure loans are 
sufficiently· collateralized to maintain stability within the banking and secondary m.ortgage 
markets. 

.· 
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An Acl Concerning Real Estate Appraisal ~anagemenl Companies 

Raised Bill' No 13 has the support of nearly every group the Connecticut Chapter of the 
Appraisallnstitute has had discussions with over the past year~ including, but not limited 
to, the Connecticut Home Builders Association, the CT Association of Realtors, CMBA, 
indepe~dent fee appraisers arid even the Title Vendor Management Association, which is 
the 30 year old trade association for Appraisal Management Companies. You have heard 
a number of testimcmies to date in support of this bill; however, I would like to take a 
moment to clarify the deception that there is division amongst appraisers on this issue by 
shedding some light on what has happened within the appraisal industry over the past two 
years that has forced us here today. · 

Though within the State of Connecticut we have licensing laws for appraisers, and as part 
of that law appraisers are required to comply with. the Uniform Standards of Professional 
Appraisal Practice, appraising real property is a profession that relies on ~perience. 
Though the barrier of entry was recently raised by the Ct. Real Estate Commission to 
obtain State Certification, the requirements are designed to meet the minimum criteria to 
competently appraise real estate. 

Appraisal Management Companies have been in existence for a long time. An AMC's 
primary function is to flSSist their clients in the appraisal ordering, and often review, 
function of loan underwriting. Prior to the Home Valuation Code of Conduct (HVCC), 
there were few AMC's in existence. However, HVCC created a market format that 
reSulted in a sudden increase in· the number of AMC's ~ugbout the Country. At the 
same time. the demand for appraisal services declined in line with the downturn in the 
economy. This activity resulted in an oversupply of appraisers, particularly those that 
appraised residential property. Consequently, some AMC's (not all) elected to take 
advantage of the oversupply by placing inappropriate pressure on appraiser in an attempt 
to get the lowest fee possible. Since the typical AMC gets a set fee &om their client for 
each appraisal order, the lower the fee that can be contracted, the greater the profit. This 
activity is coinmon in any market were supply and demand changes ~ft points of 
equilibrium. 

With .the majority of re:iidential work now coming from AMC's, appraisers are forced to 
either accept low fees and the business terms demanded by many AMC's or abandoned 
this business segment. Unfortunately, some of the demanding tenns placed on appraisers 
have resulted in a compromise in quality, a factor that is very damaging to the credibility 
of the appraisal industry as a whole. ~ortunately, between some continued changes 
taking place within the.market, and this new·Jegislation, the shake-up created by HVCC 
that is impacting the consumer is expected to settle out. 

The market changes taking place have to do with the supply of appraisers. According to 
the State of Connecticut Department of Consumer Protection, there are now. 1,765 
licensed appraisers in the Connecticut. Since 2002, when the housing market started 
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heating up, the number of Residential Certified Appraisers increased by 7S%. However, 
the count has been declining for the past four years when it hit a high of J ,966 in 2006. 
With a recertification year .in 2010, it is anticipated the count will drop further by the loss 
of another 200. The decline correlates with the slowdown in market activity. The 
number of provisional appraisers has also declined by 61% since 2003. The limited 
amount of work has been forcing many to leave the industry, nearly all of which are 
appraisers who have entered the business within the past five years. 

The Appraisal Institute ~cognizes that the Appraiser is responsible for the burden of 
competently developing a credible appraisal apalysis for every assignment, regardless ·of 
the fee. In order tQ conduct a proper appraisal analysis of any property type, there is a 
c~in amount of time required and a cost incurred. When the fees get too low to cover 
the costs, the fear is that quality could be compromised and/or that an AMC could 
manipulate the appraisal process. The voices coming :from appraisers, though sounding 
different, and in some cases quit emotional, are really all on the same page of passion and 
respect for appraisal industry. 

The Senate Bill No 13 is the other half of the equation that essentially put~ an adult in the 
playground to keep an AMC from bullying market participants. It requires AMC's that 
order appraisals in the State of Connecticut to zegister with the Department of Consumer 
Protection. It also includes minimum requirements for AMC's, such as requirements to 
make sure appraisers utilized are licensed, that zeportS are compliant with USP AP, and 
that competent appraisers are selected, particularly in tenns of knowledge of the 
appraised_ property's geographic mark~ area. Other restrictions prohibit threats of not 
being paid, etc. in order to influence value or reporting, and most lmporta11tly that 11 

1/cerued appraiser Is 1ued by the AMC to review the npprn/snl report. 

Senate Bill 13, An Act Co11cerni11g Rent Estate Mn11ngeme11t ComPanies provides one 
mare level of protection to· assuze that the credible real estate appraisal ~ndustry can 
continue to provide market data and unbiBsed value opinions to allow consumers to make 
competent business decisions. This Connecticut effort is being matched across the 
countcy with 6 states .passing similar legislation last year and approximately 30 more. 
proposing legislation this year. 

Please also note, though most bills will add to the budget constraints of the State of · 
Connecticut, the results of this bill are expected to have a positive impact on fiscal policy. 
The end result of Senate Bill 13 will not" only be less complaints for the Department of 
Consiuner Protection. to investigate that may require costly legal action to mitigate, but 
will-also enhance the stage of the. Connecticut Real Bstate market so it can function in a 
more liquid format; thus, adding to the pattern of" economic recovery; which in time 
creates revenues that can be taxed. 

Thank you for your time and consideration, 
John J. Galvin, MAl, President of the CT Chapter ofthe Appraisal Institute 
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Good Afternoon Senator Crisco, Representative Fontana and members of the 
Insurance and Real Estate Committee. My name Is Ralph Biondi and I am a certified 
general appraiser with the firm of Biondi & Rosengrant L.L.C. In vyaterbury, 
Connecticut. I am here today as the chairman of the Legislative Affairs Committee of the 
ConneCticut Chapter of ~he Appraisal Institute. 

The Appraisal Institute Is a global membership association of professional real estate 
appraisers with nearly 25,000 members throughout the world, Including 400 here In 
Connecticut. The Appraisal Institute was organized In 1932 with a mission to support 
and advance Its members as the choice for teal estate valuation solutions and uphold 
professional credentials, standards of professional practice and ethics consistent with 
the public good. The Appraisal Institute Is recognized nationally, and within the state of 
CoMecticut, as the leading advocate for the real estate appraisal profession. As 
members of the committee know, real estate appraisers provide very specialized 
services within the larger real estate economy and are unique In the process as our 
regulation Is by virtue of a federal mandate but Is administered by the state. 

We appreciate the committee holding a hearing on Senate Bill #13, An Act Concemlng 
Real Estate Appraisal Management companies. I would like to provide the members of 
the committee with some background so they may understand the reason for the bill 
before the committee. 

Appraisal Management . Companies (AMC) are business entitles th~t administer 
· networks of Independent appraisers to fulfill real estate appraisal assignment on behalf 

of lenders. AMC's are third party brokers of appraisal services who sit between banks 
and other mortgage originators and licensed ·or certified appraisers who perform the real 
estate appraisals. The AMC recruits, qualifies, verifies licensure, negotiates fees and 
service level expectations with a network of third party appraisers. In some cases, the 
AMC Is also responsible for many tasks associated· with the collateral valuation process 
to include ~ppraisal review, quality control, market value dispute resolution, warranty 
administration and record retention. · 

2 
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Appraisal management companies have been in existence for many years and afford 
lenders the _option of outsourcing the administration of the appraisal function. However, 
the Industry has experienced explo~lve growth In tt\e past year since ·the Implementation 
of the Home Valuation Code of Conduct (HVCC). The Home Valuation Code of Conduct 
was a consent decree between the Attorney General of the State of New York and · 
FNMA and FHLMC, the two largest purchasers of mortgages In the secondary financial 
market. HVCC was designed to prevent unfalr.pressure on real estate appraisers from 
mortgage originators and others with an Interest In the financing transaction. It was 
hoped that this Code of Conduct would more completely address the Issue of lender 
pressure on appraisers to hit the mark and meet the valuation expectations of ·the 
mortgage broker and borrower. 

However, the Implementation of HVCC had unintended consequences that are proving 
more and more disruptive to the appraisal process within the mortgage financing 
transaction. 

These unintended consequences can be attributed to the consolidation of the appraisal 
ordering process with one entity. Some AMC's take an exorbitant percentage of the fee 
paid by the borrower for the real estate appraisal. They seek to maximize profit by 
Intimidating appraisers Into working for a lesser fee. They also seek to accelerate the 
tum .around time for assignment completion. There are also reports of AMC's sending 
appraisers to distant areas where they lack full market knowledge. This may lead to 
Inadequate valuation conclusions that can be disruptive to the sale or refinancing 
marketplace. I have read postings on a variety of appraiser oriented websites detailing 
what I would charitably call very troubling recitations of appraiser dealings with the more 
egregious appraisal ma~agement companies. I know there are others h~re today who · 
will address those types of concerns. 

We, think It Is Important to note that the AMC's are the only entity in the real estate sale 
and financing transaction who are not licensed or regulated. All other participants, be 
they banks, mortgage companies, real estate appraisers, attorneys, tiUe companies, 
home inspectors and realtors are licensed or certified by either federal. or .state 
regulatory· agencies. The appraisal management companies are the notable exception. 
Six states have passed legislation regulatl~g appraisal management companies with 
California being the most recent. It Is my understanding that another thirty states are 
considering some form- of regulation of appraisal management companies. Additionally, 

. HR-4173 the Wall Street Ri1formaruJ·conslimer P~otectlon ACt of2b09, passed by the 
United States House of Representatives, lnc~udes a provision for mandating the 
regulation of appraisal compa_nles·wlthin the next three years. 
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The Connecticut Chapter of the Appraisal Institute has been proactive In dealing with 
the appraisal management company Issue on behalf of appraisers In ConnecUcut. 
Members of the c~apter, and our lobbyist, have met with representatives of the 
ConnecUcut Banking Department, the Connecticut Department of Consumer Protection 
and the AUorney General. A meeting took place this past Friday with representatives of 
the Connecticut Bankers and Mortgage · Bankers Association, the Connecticut 
Association of Realtors and the Homebuilders of Connecticut. Representatives of 
T.A.V.M.A., the trade association for national, appraisal management companies, were 
Included In this meeting by conference call. A clear consensus emerged that the 
language fo~nd In Senate Bill 13 represents a framework to properly address the Issue 
of registering -and adequately regulating appraisal- management companies and 
protecting the Interests of all of the participant groups and, most lmportanUy, the 
consumers of real estate appraisal services. 

The Connecticut Chapter of .the Appraisal .Institute would like to eneourage the 
members of the Insurance and Real Estate CommiUee to pass An Act Concerning Real 

. Estate Appraisal Management Companies. Thank you for allowing me to present this 
testimony and I would be happy to. answer any q~estlons from the commiUee. 
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