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Alaska Board of Certified Real Estate Appraisers
Board Roster (As of 01.11.2019)

Board Member

Appointed

Reappointed

Term Expires

IDavid Derry, Chair
Certified General Real Estate Appraiser
IKenai, AK

03/01/2014

03/01/2018

03/01/2022

'Wendy Lawrence, Vice-Chair
Certified Residential Real Estate Appraiser
Sitka, AK

08/20/2019

03/01/2020

'William Barnes

Certified Residential or General Real Estate
Uppraiser

IPalmer, AK

08/20/2019

03/01/2022

IRenee Piszczek
Mortgage Banking Executive
[Fairbanks, AK

09/02/2014

03/01/2017

03/01/2021

|Ashley Stetson
\Public Member
Wasilla, AK

01/11/2019

3/01/2019

03/01/2023
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Ethics Report



The State of Alaska
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Review/Approve Agenda
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e November 1, 2019
Investigative Report
Break
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Voting/Exec. Session Training

Regulations Update
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Chair

TBD
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Zinn



https://zoom.us/j/570197980

The State of Alaska
Board of Certified Real Estate Appraisers
State Office Building
333 Willoughby Ave, 9" Floor Conference Room A
Juneau, AK 99801
Zoom Webinar Number and ID:
Zoom Webinar: 1 408 638 0968
Webinar ID: 570 197 980
https://zoom.us/j/570197980

December 09, 2019
9:00 AM
DRAFT Meeting Agenda

Lunch

Public Comment

Review Regulations for Regulations Change Project
Review / Approve Tabled Applications

Board Business
e C(Create APR Task List

Adjourn



https://zoom.us/j/570197980

O 0 NO U b

10
11
12
13
14
15
16

17

18
19

20
21
22
23
24
25
26
27
28
29
30
31
32
33
34
35
36
37
38
39

STATE OF ALASKA
DEPARTMENT OF COMMERCE, COMMUNITY, & ECONOMIC DEVELOPMENT
DIVISION OF CORPORATIONS, BUSINESS, & PROFESSIONAL LICENSING

ALASKA BOARD OF CERTIFIED REAL ESTATE APPRAISERS

MINUTES OF THE BOARD MEETING
Friday, August 2, 2019

These are DRAFT minutes prepared by the staff of the Division of Corporations, Business, and
Professional Licensing. It has not been reviewed or approved by the Board.

By authority of AS 08.01.070(2), and in compliance with the provisions of AS 44.62, Article 6, a
scheduled meeting of the Alaska Board of Certified Real Estate Appraisers was held via teleconference
originating from the Robert B. Atwood Building, 550 West 7" Avenue, Suite 1550 in Anchorage Alaska
on Friday, August 2, 2019. Alaska Standard Time.

Agenda Item #1 Call to Order/Roll Call

The meeting was called to order by Chairman Derry at 9:26 a.m.

Board Members present constituting a quorum:
David Derry, Chair, Certified General Real Estate Appraiser (in-person)
Wendy Lawrence, Vice-Chair, Certified Residential Real Estate Appraiser
(teleconference)
Renee Piszczek, Mortgage Banking Executive (in-person)
Ashlee Stetson, Public Member (videoconference)

CBPL Division Staff present:
Allan Alcancia, Occupational Licensing Examiner
Renee Hoffard, Records & Licensing Supervisor
Greg Francois, Senior Investigator
Shyla Consalo, Investigator
Amber Whaley, Senior Investigator (teleconference)

Guests:
Claire Brooks, Lead Policy Manager, Appraisal Subcommittee
Neal Fenochietti, Policy Manager, Appraisal Subcommittee
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Members of the Public present:
Stuart Burns, License Trainee, for CE Credit
David Churner, AMC representative

Agenda Item #2 Ethics Disclosure/Ethics Review

There was no ethics issue to disclose.

Agenda Item #3 Review/Approve Current Agenda

Chairman Derry proposed the following additional items into the current agenda:
- #13.F Appraiser Renewal
- #17.B Old Task, Association of Appraisal Regulatory Official Conference (ARRO)
- #17.A New Task, Executive Session with Director Chambers

A motion to approve the current agenda with additions that Chairman Derry presented,

was duly made by Renee Piszczek, and seconded by Wendy Lawrence. It was APPROVED
unanimously by a roll call vote.

Agenda Item #4 Review/Approve Past Meeting Minutes

May 16, 2019 General Board Meeting

Renee Piszczek made a motion to approve the general board meeting minutes on May 16,
2019, and seconded by Wendy Lawrence. It was APPROVED unanimously by a roll call
vote.

June 18, 2019 Special Board Meeting
A motion was made by Renee Piszczek to approve the June 18, 2019 special board meeting

minutes, and seconded by Wendy Lawrence. It was APPROVED unanimously by a roll call
vote.

Agenda Item #5 Introduction of Guest Auditors & Overview of Compliance Review
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Chairman Derry introduced the guests from the Appraisal Subcommittee (Financial Institution
Exam Council), Claire Brooks (Lead Policy Manager) and Neal Fenochietti (Policy Manager) at
the meeting.

Ms. Brooks explained the services ASC provides, and that in response to the financial crisis of
2010, Title XTI was amended and expanded to include the oversight of AMCs. In August 18,
2015, the AMC rules were finalized setting forth the minimum requirements for AMCs. States
have thirty-six months to implement the minimum requirement if they choose to register AMCs.
Twenty-six states requested one-year extension including Alaska. The extension ends August 10,
2019. Due to this extension, Alaska AMC Program was not reviewed this time. Instead, it
provided a courtesy review of its statutory regulation. There was no full compliance review.

Ms. Brooks explained the compliance review process in detail and outlined the processes for
release of the preliminary report to the State Board. She informed the board of the time frame the
report should be issued and the time frame for responses to be submitted to ASC.

The preliminary report is anticipated to be available after 60-days due to several variables. The
State has 60-days to respond to preliminary findings and remediate identified deficiencies. When
the response is received or when the 60-days is passed, ASC will make final determination and
send its final decision to the State and post it on the website. The rating categories are excellent,
good, not satisfactory, and poor.

In response to questions, Ms. Brooks stated that:

- Preliminary report will be sent to the staff, and sometimes to the chair.

- On its courtesy review of the statutes and regulations, it identified a few areas that could use
a little tweaking with Sher Zinn (Regulations Specialist). For example, there was no mention
if AMCs are required to notify the State in writing when an appraiser is removed from the
panel.

- It also looked on the AMC application and it may need some changes before AMCs are
entered in the registry.

- State has authority to verify an appraiser in the panel, but States are not expected to do it on a
regular basis. The AMC would have to attest to the verification of its appraisers.

- The AMC registry fee is for each appraiser that has performed a covered transaction in a
reporting period (established by the State, always 12 months).

- By June 2020, States must be able add AMCs into the registry but that doesn’t necessarily
mean that all their AMCs have to be in the registry on that time (depending State’s renewal
cycle).

In response to additional questions, Neal Fenochietti stated that:
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- States must do background checks on the owner/s. It’s up to the States to decide how far
up the chain (of ownership) it wants to go to do background check. The law requires the
States to check the background of the owners of the AMC (that is not the parent
company, affiliated corporations, limited partners). At this time the first layer of owners
is being checked. Mr. Fenochietti further added that the form to use for the annual
eligibility into the registry is key.

- Ms. Brooks added that a tool (found in the website, “Helpful Documents for Regulators)
can be used to determine which AMCs will qualify to be in the registry.

- Ms. Brooks further stated that August 10, 2019 (for States who requested extension) is
the deadline for the States which are not registering AMCs — the AMCs will not be
allowed to practice in the State (on federally related transactions). AMCs are not required
to register.

Agenda Item #6 Morning Break

Off the record for the morning break, 10:00 a.m.
Back on record, 10:15 a.m.

Agenda Item #7 Investigations

Investigative Reviews and Probation Reports

Investigator Shyla Consalo presented her report (compiled between May 23, 2019 through July
23, 2019). Including cases, complaints, and intake matters, since the last report, the Division
opened three (3) matters and closed one (1) matters, a total of six (6) matters remain on-going
and under active investigation or are pending litigation.

Matters opened by the Paralegal in Juneau, regarding continuing education audits and license
action resulting from those matters are not covered in the report.

Chief Investigator Greg Francois was present at this presentation.

A motion to move into executive session to discuss another subject matter by Investigator
Shyla Consalo in accordance with [AS 44.62.310(c)], and Alaska Constitutional Right to

Privacy Provisions, and for the purpose of discussing matters involving consideration of
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government records that by law are not subject to public disclosure, was made by Wendy
Lawrence, and seconded by Renee Piszczek.

Off the record for the executive session, 10:19 a.m.
Back on record, 10:50 a.m.

Agenda Item #8 Public Comment

Senior Investigator Amber Whaley called in via teleconference.

Investigator Consalo asked the guests from ASC for clarification regarding competency reviews
and how it’s being done in other states. Ms. Brooks stated that:

- ASC doesn’t prescribe how a State will look at its enforcement cases. Ms. Brooks pointed
to the Policy Statement 7 (State Agency Enforcement) of the Appraisal Subcommittee
Annual Report 2018 (page 121) for guidance on timely and effective enforcement. She
added there are a number of ways states review complaints and it wouldn’t necessarily
with a standard-three review. Ms. Brooks stated that it would be beneficial for board
members to attend Investigator training to find ideas on how other states do it. For
example, some states have staff initially review to see if it’s a valid complaint before
going to the board. She further stated that Alaska do not necessarily need geographic
competence in all aspects to review. Ms. Brooks stated that Alaska has a clause in the
statute stating that board members are not liable for their decision.

- Neal Fenochietti, suggested that Alaska may consider adding to its statute that board
members can conduct their business without complying with USPAP. Mr. Fenochietti
stated that some states do not worry about the details of the complaint until they are into
the appraisal report at which point they determine whether or not they are competent to
complete it or to seek outside expert in a particular appraisal field. He added that in cases
where the complaint needs an expert or a geographic competence is needed, going with it
prevents the complaint from aging. Mr. Fenochietti reiterated there is no requirement for
standard three review in every complaint.

Agenda Item #9 Division Update

Director Chambers began her presentation (videoconference) at 11:11 a.m.

In her introduction, Director Chambers highlighted Governor Michael Dunleavy’s inaugural

initiative (AO 266) which mandates that all departments, divisions, all agencies, and
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boards, to look into its statute and regulation, and assess if it's meeting its mandates or
exceeding it, if its setting artificial barriers to licensure, or if its processes are not meeting
customer service efficiency standards. Echoing the goals of the new administration,
Commissioner Julie Anderson and CBPL Director Sara Chambers have taken the task of
developing four (4) new year’s resolution multi-layer tasks for its boards and staff, as
illustrated in the memorandum dated July 26, 2019. In summary, those tasks are:

1. Atall times, our governance should demonstrate that we have internalized the
purpose of professional licensing: safeguarding the public interest.

2. Make decisions that reflect proficiency in the statutes, regulations, division policies,
and state/national issues that affect our licensing programs.

3. Add value to the bottom line by delivering excellent service to all internal and
external customers.

4. Prioritize changes to statutes and regulations that streamline, modernize, and
reduce barriers to employment of qualified individuals.

Director Chambers reminded that the Board needs to be active and constantly being aware
of changes in the federal level. She encouraged the Board to be fully engaged by maximizing
the talents and commitment of the board in different projects, such as analyzing feedbacks
from related stakeholders.

Director Chambers complimented the Board and Chairman Derry for his leadership on the
AMC legislative process and federal standard changes and working collaboratively with the
Division. She reminded that the Board have resources from the website and directly from
the Division through OLE Alcancia who is the first point of contact (new to the program),
and Joe Bonnell being the supervisor. Director Chambers also acknowledged Renee Hoffard
for her assistance to the meeting and for her previous work in the program.

In addressing the question of Chairman Derry regarding legislative assistance from the
Division, Director Chambers responded to say that when a Board decides to change a
statute, the Division gets involved administratively when the statute change is introduced.
Director Chambers stated that she would address with the Governor’s Legislative Director
the scope of support the Division could offer when the Board has legislative proposals.
Director Chambers stated that she will report back to the board chairs with the specifics
after that meeting.

Page 6|15

Alaska Board of Certified Real Estate Appraisers
General Board Meeting — August 2, 2019



239
240
241
242
243
244
245
246
247
248
249
250
251
252
253
254
255
256
257
258
259
260
261

262
263
264
265
266
267
268
269
270
271
272
273
274
275
276
277
278
279
280

Director Chambers highlighted the importance of a timely Annual Report by the Board in
terms of setting up legislative priorities, and statute changes proposal. Director Chambers
stated that she is happy to advocate for changes that meets the Governor’s standards and
mandate.

Chairman Derry stated that he had made a list of strategic plans that will be addressed with
the greater Board in the future board meetings.

In closing, Director Chambers presented the highlight of a workbook (Powerpoint) titled “Is
it Government’s Responsibility?” that was designed by the Governor’s Regulatory Review
Team and developed by Commissioner Anderson and Director Chambers for statewide use.

Chairman Derry asked if its allowed to form a subcommittee of non-board members to
work on concepts/changes that the Board may consider. Director Chambers answered in

the affirmative and stated that its up to the Board to design its structure, scope and task — it
should be public noticed, coordinated with OLE Alcancia, and should have a certain form of
record of the meeting, but not necessarily with a staff present. Director Chambers stated that
subcommittees are not empowered to take any action, it is the Board.

The presentation of Director Chambers ended at 11:58 a.m.

Agenda Item #10 Lunch Break

Off the record for the recess, 12:00 p.m.

Agenda Item #11 Call to Order/ Roll Call

Back on record, 1:03 p.m.

Board Members present constituting a quorum:

David Derry, Chair, Certified General Real Estate Appraiser (in-person)
Wendy Lawrence, Vice-Chair, Certified Residential Real Estate Appraiser
(teleconference)

Renee Piszczek, Mortgage Banking Executive (in-person)

Ashlee Stetson, Public Member (videoconference)

CBPL Division Staff present:

Allan Alcancia, Occupational Licensing Examiner
Renee Hoffard, Records & Licensing Supervisor
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Guests:
Claire Brooks, Lead Policy Manager, Appraisal Subcommittee
Neal Fenochietti, Policy Manager, Appraisal Subcommittee

Members of the Public present:
Stuart Burns, License Trainee, for CE Credit

Agenda Item #12 Board Member Vacancy Update

No response was received to the email invitation sent to the Governor’s Boards & Commission
Office. Vice-Chair Wendy Lawrence stated having spoken with the Commission and that her
appointment will be changed to certified residential to make room for new appointees. Ms.
Lawrence re-appointment will take effect sometime in the Fall. Chairman also reported that he had
contacted the commission several times before via telephone calls and emails with no response.
Chairman Derry further added that he contacted State Representative Sara Rasmussen (certified
residential appraiser) who was successful in finding two applicants to the vacancy.

Agenda Item #13 Licensing Updates

13.A Courtesy License

Joseph Bonnell, Records & Licensing Supervisor, joined via teleconference at 1:08 p.m.

Mr. Bonnell reported that courtesy applications will soon go online this month. Mr. Bonnell also
reported there are (20) active courtesy licensees and the processing response time remains within
the (5) days.

13.B AMC Registration

OLE Allan Alcancia reported there are (9) active licensees, (26) active ballots/applications
awaiting board review, and (7) more ballots/applications awaiting board review. There are (23)
new applications waiting review.

TASK: As proposed by the board to send a task list/worksheet to AMC applicants to serve as
guide to documents that examiner will be looking for in the application.
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13.C Biennial Renewal & Random Audit

OLE Allan Alcancia reported that for the July 1, 2019 — June 30, 2021 renewal period and
random audit, there were (248) renewal letters mailed out on May 8, 2019 and (6) letters were
returned for incorrect mailing address. As of reporting time, there were a total of (213) renewed
licensees: (93) Certified General (72 via web); (115) Certified Residential (105 via web); and (5)
Trainees (4 via web).

(29) licensees have been randomly selected for this renewal period.
The audit notices will be mailed out the first week of August.

13.D Continuing Education Course Approval Overview

OLE Allan Alcancia reported that for the course registration period between July 1, 2016 — June
30, 2019 there were (244) board approved courses from approximately 13 course sponsors. OLE
Allan Alcancia also provided an overview of the steps involved in the course approval process
and also highlighted different variables in the delay for the submission of course approval
applications for board review.

TASK: As proposed by the board, that course sponsors application converted to online platform.

13.E Review Appraiser, AMC Application and Continuing Education Form., & Processing
Miscellaneous Applications

13.E.1 Determination of Competency (Form 08-4162a)

The Board looked into this application and proposed the following changes to the form
- Insert a date line
- Correct the spelling ‘appraisers’ in the title
- On the second check box, to insert the text “solely inspect the property” between to and
complete
- Insert a text in the form that references statute 12 AAC 70.935(¢)(3)

A motion was made by Wendy Lawrence to update the Determination of Competency
(Form 08-4162a) with the changes proposed by the Board. Seconded by Renee Piszczek.
The motion was APPROVED unanimously by a roll call vote.
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13.E.2 Verification of Work Experience (For Examination & Transition Applicants Only)
(Form 08-4164c)

The Board looked into this application, proposed the following changes to the form
- On the first paragraph, correct the “24” to 12 months
- Onitem #3, correct the “24” to 12 months
- Insert a text box for the printed name of the verifier, its company/firm, position/title

13.E.3 Verification of Work Experience (For Examination & Transition Applicants Only)
(Form 08-4163c)

The Board looked into this application, proposed the following changes to the form
- Onitem #3, correct the “30” to 18 months
- Insert a text box for the printed name of the verifier, its company/firm, position/title

A motion was made by Chairman Derry to update the Verification of Work Experience
(For Examination & Transition Applicants Only) (Form 08-4164¢) and (Form 08-4163c).
Seconded by Renee Piszczek. The motion was APPROVED unanimously by a roll call vote.

13.E.4 Continuing Education Course Application — 17402 Seattle Chapter of Appraisal
Institute

This ballot was presented to the Board via the OnBoard voting system but it did not receive
majority vote initially. It was presented again to the Board for voting purposes.

A motion was made by Renee Piszczek to approve the application, and seconded by Wendy
Lawrence. The motion was APPROVED unanimously by a roll call vote.

A motion to enter into executive session in accordance with [AS 44.62.310(c)], and Alaska
Constitutional Right to Privacy Provisions, and for the purpose of discussing 132014
subjects that tend to prejudice the reputation and character of any person, provided the
person may request a public discussion. The motion was made by Renee Piszczek and
seconded by Wendy Lawrence. The motion was APPROVED unanimously by a roll call
vote.

Off the record for the executive session, 2:02 p.m.

Back on record, 2:16 p.m.
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13.E.5 Trainee Transition Application — 132014 Stuart Burns

A motion was made by Renee Piszczek to approve the 132014-application pending review
of work products, and seconded by Ashley Stetson. The motion was APPROVED
unanimously by a roll call vote.

Agenda Item #14 Prospective Regulation Project
Chairman Derry stated a prospective regulation project was the result of a licensee request to
obtain extension to complete the continuing education requirements during the current renewal
period due to extenuating circumstance. In the process, it was discovered that Alaska regulation
does not authorize the Board to grant extension to a licensee that due to hardship/personal issue
is unable to meet the requirement. In summary, an extension was granted in this case.

Ms. Brooks, commented there are extension for the military built into the criteria but cannot
renew others until CE requirement has been met. As hardship is not outlined in the criteria, a
licensee has to be inactive until the CE is met.

M. Fenochietti, suggested that the Board take up the proposal of granting extension under
medical extenuating circumstance to the AQB.

The board reviewed and briefly discussed current language used by other professional licensing

programs regarding extensions. The discussion was put aside to be considered at a later date
when the board is prepared for a regulations project.

Agenda Item #15 Processing AMC Applications

15.4 AMC 149655

The Board did not vote on this ballot due to minimal ownership documentation provided by the
applicant. The Board tasked OLE Alcancia to contact the applicant for additional documentation.

15.B AMC 149660 Clarocity Valuation Services, LLC
The Board reviewed the application and a motion to approve it was made by Ashlee

Stetson. Renee Piszczek seconded. It was APPROVED unanimously by a roll call vote.
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15.C

AMC 146638 ACT Appraisal Inc

The Board reviewed the application and a motion to approve conditionally due to missing
page 2 was made by Ashlee Stetson, Renee Piszczek seconded. It was APPROVED
unanimously by a roll call vote.

Agenda Item #16 Afternoon Break

Off the record for afternoon recess, 3:09 p.m.
Back on record, 3:31 p.m.

Agenda Item #17 Administrative Business

17.A

17.B

17.C

Old Tasks
Chairman Derry will draft letter for the Office of Boards and Commission

Chairman Derry stated he did not draft the letter to the commission for reasons he
mentioned when he updated the Board in the early part of the meeting under segment
#12.

Old Tasks

Association of Appraisal Regulatory Official Conference (ARRO)

This new segment was approved for addition in the agenda on the early part of the
meeting segment #12. Chairman Derry stated State of Alaska has joined this association
and its conferences (Spring and Fall schedule) are typically attended by a board member
and a staff. The next conference is October 18-22, 2019 in Washington DC.

Chairman Derry recommended Ashley Stetson to attend this conference, Ashley Stetson
agreed. Renee Hoffard, Records & Licensing Supervisor, stated that travel approval for
out-of-state travel for a none third-party reimburse has to go the governor’s chief of staff
for approval. Ms. Hoffard stated that this request has to be filed early.

Old Tasks

Amend Work Verification Log into pdf fillable form

This is an update to the Board that this form has been updated and available online.
Chairman Derry suggested that OLE Alcancia sends this form to all registered active
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475 licensees for their awareness and use. Chairman Derry suggested to task staff to add the

476 hours entered in the work log. Renee Hoffard, Records & Licensing Supervisor,

477 responded to say that the Board could assign that task, but the Board has to provide

478 guidelines for use in the assessment of a task. Chairman Derry further clarified that the
479 task is to double check the hours entered in the log. Ms. Hoffard responded there is no
480 need for a motion as it is an administrative task that’s being done in some programs.

481

482 Chairman Derry also opened a conversation about the language of “conditional” approval
483 versus “preliminary approval” to use in notifying the applicant after their logs have been
484 approved.

485

486 TASK: To check the usage of the language with the Investigations Team and Paralegal.
487 Additionally, due to the upcoming changes with USPAP, this log will be revised again.
488

489 17.D Old Tasks

490 Update FAQ page regarding the definition of Synchronuous Education

491 OLE Alcancia stated in the meeting that this topic was reintroduced into the meeting to
492 highlight the need for regulation to establish the definition of Synchronuous Education
493 before it is published in the FAQ website. Renee Hoffard, Records & Licensing

494 Supervisor, suggested to reference the definition as defined by AQB in the FAQ page.
495

496  TASK: For OLE Alcancia to circle back to Joseph Bonnell, Renee Hoffard, and Chairman Derry
497  to identify the definition of Synchronuous Education.

498

499

500 17.E Old Tasks

501 Joe Bonnell will seek legal opinion on the definition of licensed vs. certified
502 Renee Hoffard, Records & Licensing Supervisor, stated for clarification that under the
503 CBPL Division Chapter Regulations, the terms licensed and certified are synonymous
504 only boards listed under ASOA. The synonymy of these terms only apply to Alaska
505 Board Certified Appraisers specifically.

506

507

508 Agenda Item #17 Administrative Business

509

510 17.A New Tasks

511 2020-2021 Board Goals Planning

512
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A motion to enter into executive session in accordance with [AS 44.62.310(c)], and Alaska
Constitutional Right to Privacy Provisions, for the purpose of discussing matters which by
law, municipal charter, or ordinance are required to be confidential, and the only staff to
remain in the meeting is Director Chambers. The motion was made by Renee Piszczek and
seconded by Ashley Stetson. The motion was APPROVED unanimously by a roll call vote.

Director Chambers joined the executive session via teleconference.

Off the record for the executive session, 4:05 p.m.
Back on record at 5:11 p.m.

17.B  New Tasks
2019-2021 Board Meeting Scheduling

The following dates were proposed for the next board meeting for the remainder of 2019 and the
start of 2020. These proposed dates have yet to be confirmed with the schedule of the Division.

First Week, October, 2019 — focusing on strategic planning
First Week, December, 2019
First Week, March, 2020

Chairman Derry did not entertain a vote for this date proposals, instead, it will be distributed to
the board for scheduling awareness.
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540 Agenda Item #18 Adjournment

541

542  Chairman Derry commended the board and staff for attendance and moving through the agenda.
543  The meeting ADJOURNED at 5:16 p.m.

544

545  Respectfully submitted,

546

547

548

549  Allan Alcancia, Licensing Examiner Date
550

551

552

553  David Derry, Chairman Date
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STATE OF ALASKA
DEPARTMENT OF COMMERCE, COMMUNITY, & ECONOMIC DEVELOPMENT
DIVISION OF CORPORATIONS, BUSINESS, & PROFESSIONAL LICENSING

BOARD OF CERTIFIED REAL ESTATE APPRAISERS

MINUTES OF THE BOARD MEETINGS
Friday, October 25, 2019

These are DRAFT minutes prepared by the staff of the Division of Corporations, Business, and
Professional Licensing.

These minutes have not been reviewed or approved by the Board.
By the authority of AS 08.01.070(2), and in compliance with the provisions of AS 44.62, Article 6, a
scheduled meeting of the Board of Certified Real Estate Appraisers was held via teleconference on

Friday, October 25, 2019.

Agenda Item #1 Call to Order/Roll Call

The meeting was called to order at 10:01 a.m. by David Derry, Chair.

Those present, constituting a quorum of the Board:
David Derry, Certified General Real Estate Appraiser
Wendy Lawrence, Certified Residential Real Estate Appraiser
Renee Piszczek, Mortgage Lending Member
William Barnes, Certified Residential or General Real Estate Appraiser
Ashlee Stetson, Public Member

Division Staff present in the meeting:
Tracy Wiard, Occupational Licensing Examiner
Joe Bonnell, Records and Licensing Supervisor
Chris Kennedy Administrative Law Judge
Jerry Juday Senior Assistant Attorney

Agenda Item #2 Review Agenda

Chair David Derry prompted the Board to review the meeting agenda. There were no changes
made to the agenda.
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On a motion made by Ashlee Stetson, seconded by William Barnes, and passed
unanimously, it was:
RESOLVED to APPROVE the agenda as written.

Agenda Item #3 Discuss Mediated Stipulation to Remand

Board Chair Derry and Administrative Law Judge Kennedy gave the board a brief overview of
the events leading to the remand. The board decided this was to be discussed in Executive
Session.

On a motion made by Ashlee Stetson, seconded by William Barnes, and passed
unanimously, it was: RESOLVED to enter into Executive Session in accordance with AS
44.62.310(a), and Alaska Constitutional Right to Privacy Provisions, for the purpose of
discussing active consent agreement cases, “subjects that tend to prejudice the reputation
and character of any person, provided the person may request a public discussion.” Board
staff were excused from executive session and Senior Assistant Jerry Juday and
Administrative Law Judge Chris Kennedy to remain in the room for executive session.

Off the Record at 10:16 am.
On the Record at 11:48 am.

Those present, constituting a quorum of the Board:
David Derry, Certified General Real Estate Appraiser
Wendy Lawrence, Certified Residential Real Estate Appraiser
Renee Piszczek, Mortgage Lending Member
William Barnes, Certified Residential or General Real Estate Appraiser
Ashlee Stetson, Public Member

Division Staff present in the meeting:
Tracy Wiard, Occupational Licensing Examiner
Joe Bonnell, Records and Licensing Supervisor
Chris Kennedy Administrative Law Judge
Jerry Juday Senior Assistant Attorney

There was a suggestion from Chair Derry that the board entertain a motion to request additional
work products and do a review of those work products that would include a complete appraisal
report.
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On a motion made by Ashlee Stetson, seconded by Wendy Lawrence, it was: RESOLVED
to APPROVE the request of additional information and perform an additional review of
Mr. Halterman’s application.

Bill Barnes wanted clarification on the motion asking if the motion would specifically ask for 3
additional reports or 5 additional reports? Bill Barnes also requested to amend the motion to add
another statement? It was suggested by Chair Derry that they could amend the motion after there
was a 2" and a vote to approve the motion.

Bill Barnes then asked the board if they could remember how many of the appraisal reports
submitted by Mr. Halterman were restricted reports? Chair Derry could not recall all of them off
hand. Chair Derry then stated his approval of the motion stating if he wanted the motion to
specify the number of work products for review the board typically asks for 2-3. Bill Barnes
stated he would like the board to request the work files for the original submitted restricted
reports. Chair Derry asked if that was what he wanted or just obtain 3 new reports. Bill Barnes
wants the previously submitted work products in their unrestricted form to make sure they are
USPAP compliant.

Chair Derry then asked for a 2" to the motion before a discussion took place. Chair Derry asked
OLE Wiard if there was a 2" to the motion. OLE Wiard suggested the board return to Executive
Session and return knowing the motion the board would like. It was also suggested that the
board specifically list the number work products being requested so staff would know what work
log information to obtain.

Chair Derry noted that Wendy Lawrence seconded the motion. It was then suggested the board
discuss the motion. Bill Barnes then asked board if they wanted to place a number on the
requested work products. Chair Derry stated the board could just make an amendment to the
motion as it was on the floor for discussion. Chair Derry also stated that if the previously
submitted work files were to be submitted in unrestricted form that could be added to the motion
as well.

Ashlee Stetson stated she would like to amend the motion to request 3 additional work items
from the work log as well as board reconsideration of Mr. Halterman’s application. Chair Derry
asked that she specify that selection of the work product be chosen by a board member. Chair
Derry asked if there was a 2" to the change. He asked if Wendy approved. Wendy did approve
of the revised motion. Bill Barnes seconded the motion. Chair Derry stated to include the
appraisers work file. Bill Barnes asked if he amended the motion on the table. Chair Derry
stated they had and Bill Barnes expressed confusion.
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Chair Derry stated Ashlee amended her motion to include 3 new examples of work and that was
seconded by Wendy. Chair Derry asked for clarification if Wendy wanted the work files as well
as the work product itself? Wendy Lawrence replied yes to obtain the work product and the
work files. Chair Derry reiterated to the board for clarification that 3 new work products and the
original work files were being requested.

Bill Barnes suggested the board vote on Ashlee’s original motion and then make a second
motion. Bill Barnes suggested that Wendy’s amendment include the request for any restricted
reports to include the complete original work file in unrestricted form for past submitted reports
and any newly submitted work product for consideration. Wendy Lawrence agreed with the
suggested amendment. Chair Derry suggested that the board not select any restricted reports for
consideration. Bill Barnes noted that there were several restricted reports on the work log and
they may not be USPAP compliant. Chair Derry wanted to know if there were not a total of 3
unrestricted reports available on the work log. Bill Barnes stated he noticed the work log was
sent back for readjustment of hours with the travel hours removed. Then the reports were
submitted to the board with the travel hours subtracted. Bill Barnes stated that in his opinion
restricted reports do not meet USPAP compliance without the accompanying work file.

Chair Derry stated there was a motion of the floor to ask for three new work products. Chair
Derry was curious as to whether Bill wanted to see the previously submitted reports with the
work file or request 3 new work products? Bill Barnes stated the burden of proof is on the
applicant and without the work file to prove USPAP compliance or not then how many of the
hours submitted meet the burden of proof for USPAP compliance. It was suggested by a board
member to return to executive session. Chair Derry suggested the board vote on the motion and
asked OLE Wiard to restate the motion. OLE Wiard stated the motion was not clear but
suggested the motion should be clear and concise and would be heard on the recording. It was
suggested there only needs to be one motion stating everything the board wanted and then a vote.
Chair Derry thought going back into executive session would be beneficial.

On a motion made by Ashlee Stetson, seconded by William Barnes, and passed
unanimously, it was: RESOLVED to enter into Executive Session in accordance with AS
44.62.310(a), and Alaska Constitutional Right to Privacy Provisions, for the purpose of
discussing active consent agreement cases, “subjects that tend to prejudice the reputation
and character of any person, provided the person may request a public discussion.” Board
staff were excused from executive session and Senior Assistant Jerry Juday and
Administrative Law Judge Chris Kennedy to remain in the room for executive session.
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Roll Call Vote:

Board Member Approve Deny Recuse Absent

David Derry
Wendy Lawrence
William Barnes
Renee Piszczek
Ashlee Stetson

R A A A

Off the Record at 12:07 pm.
On the Record at 12:26 pm.

Those present, constituting a quorum of the Board:
David Derry, Certified General Real Estate Appraiser
Wendy Lawrence, Certified Residential Real Estate Appraiser
Renee Piszczek, Mortgage Lending Member
William Barnes, Certified Residential or General Real Estate Appraiser
Ashlee Stetson, Public Member

Division Staff present in the meeting:
Tracy Wiard, Occupational Licensing Examiner
Joe Bonnell, Records and Licensing Supervisor
Chris Kennedy Administrative Law Judge
Jerry Juday Senior Assistant Attorney

Chair Derry asked the board if there were any new motions the board would like to present
regarding the application of Cody Halterman.

On a motion made by Ashlee Stetson, seconded by Wendy Lawrence, it was: RESOLVED
to APPROVE by roll call vote, that the board to reconsider Mr. Halterman’s application
after a board member selects 3 new work sample appraisal reports from the work
verification log, the work files for the appraisal reports originally submitted and the
revision of the work verification log to clarify commercial or residential work in the
appropriate column. Chair Derry stated for clarification there was no column for
residential or non-residential appraisals but he could clarify residential and non-residential
to item Roman Numeral XI.

Chair Derry asked for any discussion? He stated for the record that he is going to vote against
the motion at this point as he does not think it is necessary to request the work files for the
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196  previously submitted work products. He agrees with requesting 3 new work products but not

197  previously submitted work products. Bill Barnes stated for the record that he supports requesting
198  the previously submitted work files because two of the reports were restricted and this way the
199  board can ensure USPAP compliance. Ashlee Stetson also stated she supports the motion

200  because the board owes it to the applicant. No further discussion.

201

202  Roll Call Vote:

203

204  Board Member Approve Deny Recuse Absent
205

206  David Derry X

207 Wendy Lawrence
208  William Barnes
209  Renee Piszczek
210  Ashlee Stetson
211

212 Task: Chair Derry directed OLE Wiard to send an e-mail to Mr. Halterman to revise his
213 work log and indicate on Roman Numeral XI if the appraisals are residential or non-

214  residential. Once received back from Mr. Halterman William Barnes would select three
215  new work products for review. William Barnes would also request the work files and the
216  work product previously submitted to ensure USPAP compliance. Chair Derry stated the
217  backup files may be quite voluminous and submission may need to be discussed.

218

219 In a motion made by Renee Piszczek, and so moved, it was RESOLVED to ADJOURN.
220

221 Hearing nothing further, Chair Derry adjourned the meeting at 12:37 pm.
222

223 Respectfully Submitted,

224

225

226

227  Tracy Wiard, Licensing Examiner Date
228

229

230

231  David Derry, Vice Chair Date

A A
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STATE OF ALASKA
DEPARTMENT OF COMMERCE, COMMUNITY, & ECONOMIC DEVELOPMENT
DIVISION OF CORPORATIONS, BUSINESS, & PROFESSIONAL LICENSING

BOARD OF CERTIFIED REAL ESTATE APPRAISERS

MINUTES OF THE BOARD MEETINGS
Friday, November 1st, 2019

These are DRAFT minutes prepared by the staff of the Division of Corporations, Business, and
Professional Licensing.

These minutes have not been reviewed or approved by the Board.
By the authority of AS 08.01.070(2), and in compliance with the provisions of AS 44.62, Article 6, a
scheduled meeting of the Board of Certified Real Estate Appraisers was held via teleconference on

Friday, November 1st, 2019.

Agenda Item #1 Call to Order/Roll Call

The meeting was called to order at 9:13 a.m. by David Derry, Chair.

Those present, constituting a quorum of the Board:
David Derry, Certified General Real Estate Appraiser
Wendy Lawrence, Certified Residential Real Estate Appraiser
Renee Piszczek, Mortgage Lending Member
William Barnes, Certified Residential or General Real Estate Appraiser
Ashlee Stetson, Public Member

Division Staff present in the meeting:
Tracy Wiard, Occupational Licensing Examiner
Joe Bonnell, Records and Licensing Supervisor
Melissa Dumas, Administrative Officer 11
Shyla Consuelo, Investigator 111
Sara Chambers, Division Director

Public Members present in the meeting:
Mark Stevenson, Applicant
Cody Halterman, Applicant
Jetf Oliver, Regional Supervisory Appraiser
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Agenda Item #2 Review Agenda

Chair Derry prompted the Board to review the meeting agenda. Chair Derry wanted to update
the agenda to identify any credentialed appraisers between items 2 and 3 of the agenda. In
addition, Chair Derry recommended under item 7, Division Report, to include the letter
format/template advising preliminary approval of for credentialed appraisers, timeliness of
application processing, status of application number 148873 and a discussion regarding travel
and attendance to the AARO conference. OLE Wiard stated that the AARO conference was also
on agenda item 13 for discussion. The item about the letter/format/template was recommended
to be added to agenda item 8, strategic plan. Chair Derry opted to discuss application 148873
under agenda item 10 as it may warrant an executive session. OLE Wiard stated unless there
was a legal reason executive session wasn’t warranted.

On a motion made by William Barnes, seconded by Renee Piszczek, and passed
unanimously, it was RESOLVED to APPROVE the agenda as amended.

Agenda Item #2a Continuing Education Credits

Chair Derry recommended the addition of agenda item 2a which he would like to see added to all
future agendas. The board and public attendees who are certified appraisers in Alaska can obtain
continuing education credits for attendance of a board meeting. There is a required minimum of
2 hours that can be attained and a maximum number of 7 hours. Chair Derry asks for people
who would like the continuing education credits to identify themselves. William Barnes stated
he would like to obtain continuing education credit for the meeting. Chair Derry stated it was
Mr. Barnes responsibility to complete the form, e-mail to the chair then submit to the OLE for
approval.

Agenda Item #3 Review/Approve Past Meeting Minutes

Since the board did not have access to the board packet until the meeting began, it was
recommended the draft meeting minutes be added to the board website but not be reviewed and
approved until the next meeting in December. The board decided it would be best to table the
review and approval of the meeting minutes for the next board meeting

On a motion made by Renee Piszczek, seconded by Bill Barnes, and passed unanimously, it
was RESOLVED to TABLE the review and approval of past meeting minutes to the
December 2019 board meeting.
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Agenda Item #4 Introduction of New Board Members

Chair Derry introduced Bill Barnes as the new board member. Mr. Barnes is a Certified General
Appraiser with the State of Alaska and has several years of appraisal experience. He will be a
great addition to the board. Chair Derry also informed the board that OLE Tracy Wiard is
returning to the APR board. She had previously worked with the APR board and stated she was
happy to be back.

Agenda Item #5 Investigative Report

Investigator Shyla Consalo joined the meeting from Anchorage at 9:30 AM for the APR
investigative report. Shyla stated the board report was compiled from July 24, 2019 through
October 8, 2019. There were 3 opened matters, 3 matters that were closed, and 6 matters that
remain on-going and under active investigation or pending litigation. It was noted that matters
opened by the paralegal regarding continuing education audits were not covered in this report.

Chair Derry asked Investigator Consalo what the process is for cases with pending litigation.
Investigator Consalo advised that when someone requests a hearing the process is slow and
dependent on the AG and Administrative Law Judge schedule. It was stated that for the 2018-
000048 case, the AG was currently in negotiations with the individual’s attorney. The 2019-
000655 was the case the board has been actively dealing with and it had gone to mediation.
Investigator Consalo stated they have little involvement with that it is with the Division
Supervisor and the board. The Administrative Law Judge would issue a proposed order after the
hearing then the board will decide to adopt or reject the order.

Chair Derry stated that he has created a USPAP compliant review template in case any board
members are called upon for an investigative review. Investigator Consalo stated she would
send the templates to the reviewing board member as needed. She has kept copies that she sends
with the case check sheet.

Off Record: 9:45 AM
On Record: 9:57 AM

Those present, constituting a quorum of the Board:
David Derry, Certified General Real Estate Appraiser
Wendy Lawrence, Certified Residential Real Estate Appraiser
Renee Piszczek, Mortgage Lending Member
William Barnes, Certified Residential or General Real Estate Appraiser
Ashlee Stetson, Public Member
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Agenda Item #7 Division Report

Administrative Officer Dumas joined the meeting and provided the board with the 4™ quarter
division report. The 1% item covered was the revenues and expenditures. She told the board of
the newer report showing a biennium comparison due to the renewal and non-renewal years. She
showed the costs of personnel services, investigative costs, direct and indirect expenditures.

Chair Derry inquired about the source of the revenue coming in. He wanted to know how much
was coming from AMC registrations, APR Renewal and APR applications. It was noted the
division does not track revenue at that level. However, OLE Wiard could go into the portal and
look at license types for 2019 and calculate the fees for each license type. This would give a
very rough breakdown of revenue.

Chair Derry also noted the expenditures for the past year has increased substantially. He was
curious to know if the increase in expenses due to AMC processing? Chair Derry wanted to
make sure AMC’s were being charged correctly for time being taken to process them in
comparison to the other types of APR applications. Chair Derry would like to know the amount
of revenue generated from AMC’s versus other APR applications. Director Chambers stated the
increased expenses were not due to AMC processing. She stated the additional fees had to do
with regulation change costs, the regulations specialist costs and the supervisors costs for some
of the issues the board was having at higher rates of pay than an examiner has added additional
expenses to the board.

FY 19 Total FY 19 Total FY 19
Revenue Expenditures Cumulative
Surplus
License Fees 190565 0 323,608
3 Party 4314 0
Indirect 53,955
Expenditures
Total: 194,879 188,363 323,608
Agenda Item #8 Strategic Plan

Chair Derry discussed the strategic plan he had put together as the bulleted items for the APR

Board to look at an address. The items were sent to OLE Wiard as an agenda item for today’s
board meeting. OLE Wiard found answers to the bulleted question items for board discussion.
The list below was presented for board discussion and consideration.
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Items Requiring Statutory Change

e Change Public Board Member Seat to related field.

o Making this change would require a change to AS 08.87.010. To change the
statute, the board would need to find a legislator who would sponsor the bill. The
bill would be required to pass the house and senate with majority approval. Some
states recommend having a board with most public members.

Chair Derry stated the bulleted item above was before member Ashlee Stetson joined the board
and was not a reflection of her contributions to the APR Board but was a consideration as it took
so long to find an interested person to occupy the vacant board seat. Chair Derry stated that he
understood some of the ideas may be pie in the sky and some may require Legislative support.
He does feel like it would be easier for the board to gain Legislative support since there is a
licensed appraiser in a Legislative seat for Alaska.

Director Chambers was present for the meeting as a resource for any additional information the
board may need if they make motions for changes. OLE Wiard stated she divided the
information based on what would require a statutory change as statutory changes are a lengthier
process than a regulation change and the board could prioritize the items and complete the items
they decide to be most relevant. Chair Derry stated it may be worth creating a task force for each
bulleted item the board decides to take on.

e Allow board to have the authority to set fees.

o The authority to set fees for licenses resides with the Division of Corporations,
Business and Professional Licensing. The authority was granted by statute and
listed AS 08.01.050 (a)(1) as one of the administrative duties of the division. To
make this change a statute change is required and the board would need to find a
legislator who would sponsor a bill for this change. The bill would be required to
pass the house and senate with majority approval.

e [Establish & Maintain a Tracking System for AMC Fees.
o The Division maintains the set fees for each program per AS 08.01.050 (a)(1).
The AMC fees are calculated based on the amount of time and resources needed
to process the applications not their profitability.

Chair Derry stated this is a carryover from the August meeting to determine the amount of
revenue generated by AMC applications and revenue generated by all other APR application
types. The idea was to make certain the AMC application fees were being correctly calculated.
He stated this also came from exuberant fees APR applicants previously paid to become license
but no longer was an issue. Chair Derry also noted the tracking of AMC license fees separate
from APR license fees may be too cumbersome of a task to complete.
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Discontinue the Annual Report.

o The annual performance report is required in centralized statutes. It is listed: Sec.

08.01.070. Administrative duties of boards. Each board shall perform the
following duties in addition to those provided in its respective law:

(1) take minutes and records of all proceedings;

(2) hold a minimum of one meeting each year;

(3) hold at least one examination each year;

(4) request, through the department, investigation of violations of its laws and
regulations;

(5) prepare and grade board examinations;

(6) set minimum qualifications for applicants for examination and license and
may establish a waiver of continuing education requirements for renewal of a
license for the period in which a licensee is engaged in active duty military
service as described under AS 08.01.100(f);

(7) forward a draft of the minutes of proceedings to the department within 20 days
after the proceedings;

(8) forward results of board examinations to the department within 20 days after
the examination is given;

(9) notify the department of meeting dates and agenda items at least 15 days
before meetings and other proceedings are held;

(10) submit before the end of the fiscal year an annual performance report to the
department stating the board’s accomplishments, activities, and needs.

If the board wanted to discontinue the annual report, they would be required to
find a legislator to sponsor the bill and get it moved through the House and
Senate. It would be more conducive to discuss the reasons why the board would
like to discontinue the annual report and find solutions.

Chair Derry stated that he did not see the Annual Report as a beneficial document for any
purpose. He stated that he does know it is published and utilized by legislators. He doubted any
legislators review the annual report and stated they seemed to duplicate information already
found in meeting minutes and agendas. OLE Wiard asked the board what would make the
annual report easier and a less cumbersome burden to the board. Chair Derry stated a brief
format would be preferred. Chair Derry believes a 1-page document would probably cover all
the required information. Director Chambers stated the board feedback regarding what would
make the annual report easier is certainly welcome. Director Chambers also stated that adding
this to a meeting agenda as the deadline for the annual report would be beneficial in preparing it.

Adopt Changes on the Statute of Limitations on Appraisers to Shorten the
Professional Liability Period to S years.
o Sec. 08.87.300. Retention of records. (a) A certified real estate appraiser shall

retain copies of all written contracts engaging the appraiser's services for real
property appraisal work, and all reports and supporting data assembled and

formulated by the appraiser in preparing the reports, for at least five years after
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the date of the contract engaging the appraiser's services, five years after the date

of the submittal of the appraisal reports to the client, or at least two years after the
final disposition of litigation in which the appraiser provided testimony related to
the engagement, whichever is longer.

Chair Derry stated a prior board member was working on this idea around the same time the
AMC regulations were being created. He stated that there was not a lot of legislative support for
this change. Chair Derry stated that nationally there are USPAP documentation retention rules
licensed appraisers are required to adhere to but different entities were reviewing appraisals over
15 years old and filing liability claims. The claims were a result of the real estate crash and high-
risk loans banks were lending out at the time. Some entities bought out bundles of loans,
reviewed appraisals over 15 years old and began filing liability claims against the appraisers.

e Review AMC Statutes & Regulations. Any current recommendations?
o Solicit recommendations from ASC. The following was listed as the
recommendations from the recent compliance review.

Yes — The following was identified during the Compliance Review as a courtesy since we were
not reviewing the AMC Program yet:

12 AAC 70.175. ANNUAL REPORTING AND FEDERAL REGISTRY REQUIREMENTS FOR
APPRAISAL MANAGEMENT COMPANIES. (a) A registered appraisal management company
shall report annually on a form provided by the department and submit the registry fee required
in 12 AAC 02.370(b)(5) for each appraiser on the appraiser panel performing appraisals for
federally related transactions in the state during the preceding calendar year.

(b) Federally regulated appraisal management companies shall report annually to the board
information required by AS 08.87.155 on a form provided by the department and submit the
registry fee required in 12 AAC 02.370(b)(5) for each appraiser on the appraiser panel
performing appraisals for federally related transactions in the state during the preceding
calendar year.

In place of “federally related transactions it should say “covered transactions.” I previously sent
an explanatory email to Sher about this but please don’t hesitate if you need further clarification.

Sec. 08.87.135.(7) is not directly or indirectly owned in whole or in part by a person that has had
a certificate to act as a real estate appraiser denied, cancelled, suspended, revoked, put on
probation, or surrendered in lieu of a pending revocation in any state unless the person has later
had a certificate to act as a real estate appraiser granted or reinstated by the same state;

This section needs to include that the license was not revoked for a substantive cause. The AMC
Rule says: § 34.214 Ownership limitations for State-registered AMCs.
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(a) Appraiser certification or licensing of owners. (1) An AMC subject to State registration
pursuant to § 34.213 shall not be registered by a State or included on the AMC National Registry
if such AMC, in whole or in part, directly or indirectly, is owned by any person who has had an
appraiser license or certificate refused, denied, cancelled, surrendered in lieu of revocation, or
revoked in any State for a substantive cause, as determined by the appropriate State appraiser
certifying and licensing agency.

(2) An AMC subject to State registration pursuant to § 34.213 is not barred by § 34.214(a)(1)
from being registered by a State or included on the AMC National Registry if the appraiser
license of the appraiser with an ownership interest was not revoked for a substantive cause and
has been reinstated by the State or States in which the appraiser was licensed or certified.

There were no requirements that an AMC cannot remove an appraiser without prior written
notice. The AMC Rule states: § 225.192 Appraiser panel — annual size calculation... (b) An
appraiser who is deemed part of the AMC'’s appraiser panel pursuant to paragraph (a) of this
section is deemed to remain on the panel until the date on which the AMC:

(1) Sends written notice to the appraiser removing the appraiser from the appraiser panel, with
an explanation of its action; or

(2) Receives written notice from the appraiser asking to be removed from the appraiser panel or
notice of the death or incapacity of the appraiser.

ASC believes this is important to include.

e Change Statute to Allow Certified Appraisers to Perform Evaluations.
o Isn’t this something that can already be completed if they do not hold out as an
appraiser or call it an appraisal? Doesn’t that conform to USPAP as well?

I believe your Statute say that appraisers in Alaska must follow USPAP always.

Sec. 08.87.200. Prohibited practices. A certified real estate appraiser may not... (3) fail to
comply with the Uniform Standards of Professional Appraisal Practice adopted by the Appraisal
Standards Board of the Appraisal Foundation.

I don’t know if the State would allow an appraiser to perform an evaluation that doesn’t comply
with USPAP if they don’t sign as a certified appraiser and clearly identify that it is not an
appraisal. This would be something your attorneys would need to opine on. Typically, it needs
to be stated in the laws.

It was stated that the regulations specialist has these recommendations from the ASC for review
and discussion during the regulations review. The board would want to get legal opinion and
sample regulations can be obtained from the APIL

Page 8|24

Board of Certified Real Estate Appraisers
Board Meeting- November 1, 2019



305
306
307
308
309
310
311

312
313
314
315
316

317
318
319
320
321
322
323
324
325
326
327
328
329
330
331
332
333
334
335
336
337
338
339
340
341
342

Non-Statutory Related Items

e Change Documentation Required for Continuing Education Course Approvals.

o Recently, I was informed that the Appraisal Institute is not allowed to edit any of
the documentation for AQB accredited courses. They submit the entire student
manual but if this is something the board would like me to edit for only pertinent
documents I can.

Chair Derry stated this suggestion came from reviewing continuing education applications. He
suggests that the applicants that are AQB and IDECC accredited for online courses that an
application with the proof of AQB and IDECC accreditation could suffice. Chair Derry then
stated that the change would only be for the AQB and IDECC accredited courses. OLE Wiard
stated that the changes could be completed through a regulation change project.

e Revise Definition of Work Allowed for Residential Certification.

o More information is needed to determine what definition of work allowed is being
referenced. I sent an e-mail to ASC asking what they consider to be the definition
of Work Allowed and the following was the reply from Claire:

o I’m not sure I understand if you are asking what type of properties a Certified
Residential Appraiser can appraise or if you are asking what type of experience is
allowed for experience to count toward certification so I'll offer both.

o The AQB Ceriteria states the Certified Residential Real Property Appraiser
classification qualifies the appraiser to appraise one-to-four residential units
without regard to value or complexity.

1. The classification includes the appraisal of vacant or unimproved land that is
utilized for one-to-four residential unit’s purposes or for which the highest and
best use is for one-to-four residential units.

2. The classification does not include the appraisal of subdivisions for which a
development analysis/appraisal is necessary. (See page 19 in the attached
Criteria)

o If you are asking what types of experience qualifies as experience to get a
certification, the Criteria says this:

o The quantitative experience requirements must be satisfied by time spent in the
appraisal process. The appraisal process consists of:

analyzing factors that affect value;

defining the problem,

gathering and analyzing data;

applying the appropriate analysis and methodology,

and arriving at an opinion and correctly reporting the opinion in
compliance with USPAP....
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o Acceptable real property appraisal practice for experience credit includes
appraisal, appraisal review, appraisal consulting, and mass appraisal. (See Page
10 and 11 in the attached Criteria.)

OLE Wiard stated the answers in blue were from the ASC and that they answered 2 separate
questions. Chair Derry stated that he is assumed the ASC was saying there is no definition.
There is a type of work that could be used for residential. Chair Derry stated the definition
would be something that would be the State of Alaska definition. It was being suggested due to
the recent investigative cases the board has been seeing.

e Handling Complaints in Conformance with Policy Statement # 7 of ASC Title IX.
o See Policy Statement # 7. As far as the appraisal panel for investigations we can
contact the ASC to get their opinion on the need of an appraiser panel consisting
of appraisers from each geographical area of the state. The reply as follows:

It is certainly allowed but not required. This would be a State’s decision. Policy Statement 7
does not define how a State reviews a complaint, only that persons analyzing complaints for
USPAP compliance must be knowledgeable about appraisal practice and USPAP and States must
be able to document how such persons are so qualified.

States must analyze each complaint to determine whether additional violations, especially those
relating to USPAP, should be added to the complaint.

Chair Derry suggested that the board review the bulleted items and discuss any items at the next
board meeting that may require more action. Ashlee Stetson asked more questions about the
annual report while Director Chambers was present. She listed the purposes of the annual
reports completed by the programs overseen by the Division. There was unanimous agreement
that the report could use improvement and it could be released to the board sooner.

Per request of the board, OLE Wiard gave the board the statistics of licensed appraisers in
Alaska. There are 120 certified residential appraisers, 96 certified general appraisers, 53 licensed
AMC’s and 18 courtesy licenses. Director Chambers also told the board that they will be posting
annual statistics soon and OLE Wiard would let the board know when they are posted online.

Chair Derry asked if anyone had more topics they would like to discuss. Chair Derry then
announced he had a couple of topics he would like to discuss. He was wondering about voting
on the ballots in Onboard. He wanted a consistent timeline for applications to be posted to
achieve a quorum for voting. It was noted that 5 days may not be long enough time for everyone
to vote. He stated applications were to get uploaded on the 15" and with AMC applications
there may not be enough time to vote with only 5 days. Ashlee Stetson stated she agreed more
time would be helpful for voting. Bill Barnes also requested a 10-day voting period. After
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discussion with the board it was decided to keep applications uploaded on the 15" of each month
and provide the board with a 10-day voting period.

The other area Chair Derry was concerned about was the high turnover rate with licensing
examiners. Director Chambers has explained the Division requests a lot of their licensing
examiners and some examiners move on and take promotions and some have difficulty meeting
all of the requirements of the position. The APR board has unique federal over sight that no
other board in the Division has. This adds a layer of complexity that other boards may not have.
The board and Director Chambers discussed concerns and keeping communication open. The
board decided to break for lunch.

Off Record: 11:43 AM
On Record: 12:59 PM

Those present, constituting a quorum of the Board:
David Derry, Certified General Real Estate Appraiser
Wendy Lawrence, Certified Residential Real Estate Appraiser
Renee Piszczek, Mortgage Lending Member
William Barnes, Certified Residential or General Real Estate Appraiser
Ashlee Stetson, Public Member

Division Staff present in the meeting:
Tracy Wiard, Occupational Licensing Examiner
Joe Bonnell, Records and Licensing Supervisor
Melissa Dumas, Administrative Officer 11
Shyla Consuelo, Investigator III
Sara Chambers, Division Director

Public Members present in the meeting:
Mark Stevenson, Applicant
Cody Halterman, Applicant
Jeff Oliver, Regional Supervisory Appraiser

Agenda Item #9 Public Comment

Cody Halterman addressed the board with questions he has. Mr. Halterman had reviewed the
online board packet and quoted the unrevised draft minutes from the 10/25/2019 meeting. He
quoted line 132 and 133 of the board packet noting Bill Barnes stated his opinion of a restricted
report does not meet USPAP compliance without the accompanying work file and the restricted
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report. Cody Halterman was hoping Mr. Barnes could explain what the purpose of a restricted
report is if it needs to be transmitted with the work file for the restricted report to be compliant?
Bill Barnes stated the administrative law judge had asked the board to review a few items as part
of the Mr. Halterman’s remand. Bill Barnes stated he would make his comments in the review
and not during public comment. OLE Wiard stated that she believed Mr. Halterman was quoting
the DRAFT meeting minutes from the 10/25/2019 board meeting that had not been reviewed or
finalized now and may contain errors that have yet to be revised.

Mr. Halterman then asked the board to meet USPAP compliance whenever a restricted appraisal
report is transmitted is it necessary to include the work files. Chair Derry stated that you are not
required to do so. Bill Barnes stated it is one thing to transmit the work file to your client and it
is another when applying for a license in the State of Alaska. Mr. Halterman then stated his
question was just about USPAP compliance. Chair Derry asked if Mr. Halterman had any other
questions and Mr. Halterman stated he would address them when his application was discussed.
It was noted that his application was not on the agenda today since it was addressed in a separate
meeting on 10/25/2019.

Chair Derry gave a summary stating the 10/25/19 meeting was regarding the remand order the
board had received from the Judge Kennedy and the state Attorney General. The board wanted
to make sure they considered all the information they had. The board then determined they were
going to review more information regarding the remand order and no vote was made regarding
approval or denial of Mr. Haltermans application. The board was going to ask for some missing
information. Mr. Halterman wanted to know what was missing from his application. Chair
Derry deferred to Bill Barnes who stated the board was requested to take a more thorough look at
USPAP compliance in the remand order. Mr. Halterman referred to standard 2-2 and stated his
office 1s not a small mom and pop business and they have compliance officers which check
reports for USPAP compliance. Chair Derry stated that now is not the time to do that.

Mr. Halterman discussed some of the items the board was going to request from the last
10/25/20149 board meeting. Mr. Halterman stated he already marked the work log with the
appraisals that were residential and non-residential and the board should refer to their
administrative records for that. Mr. Halterman was concerned about the board’s request for the
work files in the restricted report as he feels the restricted report he submitted complies with
USPAP already. After much discussion the board did consider making a revised motion to not
ask for the work log as that had been previously submitted.

Mr. Halterman then asked the board why he would need to submit the work files for the
restricted appraisal reports wanting to know what USPAP standards are in violation or being

corrected by their submission? Chair Derry stated the board was attempting to respond to the
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remand. He stated the board needed to review the analysis that went into the report to see how
the appraisal was determined. Ashlee Stetson stated the board wants to do a thorough review for
the reconsideration of the application. Mr. Halterman then asked if verification of analysis was a
standard in USPAP the board needed to review? Chair Derry then asked if USPAP required the
appraiser to complete some analysis to report a value? Mr. Halterman stated that USPAP does
require it but that it does not have to be part of the report for USPAP compliance as set out in
standard 2-2. Chair Derry stated 2-2 is the report standard but the analysis and development of
the value indication is an integral part of the report, right? Mr. Halterman stated that was correct.

Mr. Halterman then asked about the boards statutes and regulations. He also stated the Division
Director informed him yesterday that the boards duty is to make sure the minimum requirements
necessary to be licensed are met. He asked the board if going through all the analysis and work
products are what is minimally required for a license? Chair Derry stated the board reviewed the
work already and that they are going to reconsider the information and give him a fresh start and
the benefit of the doubt. Chair Derry asked if the Mr. Halterman did the minimum when
completing an appraisal for a client and stated this may be more than a consideration of the bare
minimum requirements.

Director Chambers clarified her comment to Mr. Halterman for the board stating that her goal is
to make sure everyone is communicating clearly about expectations and that the statutes and
regulations for licensure are understood by Mr. Halterman and the board. She also stated that a
licensing board goal or government goal is to set a minimum standard through statutes and
regulations for applicants to enter the profession being governed. The board has set in statutes
and regulations what can be required for determining eligibility for licensure. She said if work
logs and work files are not in regulation it may be a place to be cautious. If the work files and
work documents are going to be requested regularly then a regulation change may be necessary
to mitigate any confusion.

Chair Derry stated that he did not mean to infer that the board was requesting anything they
would not normally request from an applicant for licensure. They are not asking Mr. Halterman
to go above and beyond any other applicant. He also stated that the board was willing to review
the application with all the requested information to make the determination. The board wants to
review the analysis and the work that went into the appraisal decision. Mr. Halterman asked if
the board could site in the regulations where it asks for work files to be submitted for
consideration? Wendy Lawrence addressed the board stating she was looking at USPAP and she
wanted to clarify that because of the nature of Mr. Haltermans report (a restricted report), she
made the request for the work files. This is based on USPAP 2.2 (b)(i) which states that the
conclusions set forth in the report may not be understood properly without additional information
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set forth in the work file. Therefore, the board was requesting the work files for the restricted
report and were requesting new work products.

Chair Derry stated if Mr. Halterman did not want to submit the work files he could tell the board
and the board could decide from there. The board cannot force Mr. Halterman to submit the
work file. Mr. Halterman stated that he has submitted everything required in statutes and
regulations and is waiting for the board to make the decision regarding his application. He also
stated he does not feel the board is giving him the benefit of the doubt as stated previously.

Chair Derry stated he did not want to argue the point and the board is attempting to take an
objective view of his application. If he does not want to submit the work files he should state
that. Mr. Halterman stated he would make a caveat and that he is open to submitting the work
files but whatever letter he gets he wants the board to cite the statutes and regulations showing
where he needs to submit the work files. He stated the regulations do not state that work files are
required. He then asked if the board received the study. Jeff Oliver stated the restricted reports
have an additional study that accompany the restricted reports that basically serve as a work file.
It was stated by Wendy Lawrence that they were in the report.

Mr. Halterman stated they were at a weird point. He stated he has supplied everything required
in statute and regulations and the board is trying to go beyond that. He also questioned the
statement that the request of work files is typical and he wanted to know how many general
appraisers were certified recently and what percentage of them were required to submit the work
files for a restricted report? Bill Barnes stated 99.9% of the applications are submitted by
appraisers who write complete appraisals. Those reports have the data, the data analysis and
final reconciliation included in them. Bill Barnes then stated Mr. Haltermans reports do not
contain that information and they are being requested to meet the requirements of the legal
professionals. Bill Barnes stated the legal professional have demanded the investigation of
USPAP compliance in Mr. Haltermans work. He also stated they needed to be the original
unaltered work file. He stated the restricted work file does not have that. Mr. Halterman then
reiterated that Bill Barnes said he was demanded to request that information by the judge and
asked if he was supervised by the judge and if the judge had oversight over the whole division.

Chair Derry stated the judge didn’t order anything. The board was basing their decisions off the
remand order. Mr. Halterman then stated the judge wrote the remand order so the judge was
ordering them to do something. Chair Derry asked if Mr. Halterman had seen the remand order
and he stated he had but he did not have it in front of him. Chair Derry asked if Mr. Halterman
was part of the appeal and he stated he was. Chair Derry stated the board was not part of the
appeal and had no knowledge of the issue until they got the remand order.
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Jeff Oliver wanted to address the board and inform them that the restricted appraisal reports are
used as an internal documentation informationally with the BIA and the board happened to pick
them. Jeff Oliver stated there are plenty of unrestricted reports the board can chose from that
have the full analysis in the file and included in the file. Ashlee Stetson stated that was part of
the purpose of the new motion to complete a more thorough review of the appraisals reports from
three new work samples. Jeff Oliver states that if the board picks more restricted reports they
will contain more of the work studies and not the full work report so please pick unrestricted
reports.

Chair Derry asked if the study that was included with the restricted appraisal was the work file to
inform the board of that. If that is the work file then that is what the board will consider. He
also stated if he was not willing to submit the work file then to tell the board that. The board will
reconvene once they have the information they requested. Mr. Halterman stated the conversation
needs to come down a level and he will wait until he gets the letter from the board and if what
the board is asking for is required in statutes and standards than he can respond. He would also
like the letter to state the rational for the request. Chair Derry stated the reason a letter has not
been drafted yet was due to not having time to review the work log since the last meeting was a
week ago.

Bill Barnes asked Mr. Halterman if the study being referred to, was the 32-page document with 5
pages of sales data? Mr. Halterman stated he believed that was the study file for the work file.
Bill Barnes stated he had studied it at length and there was data there but no data analysis, no
adjustments and one of the exhibits refences a $1,000 per square foot along remote highways. He
believed it was supposed to be acers. Mr. Halterman stated that was a simple typographical error
and he could contact the client and provide copies.

Bill Barnes wanted to summarize the burden of proof was on the applicant. The application was
denied and then the applicant appealed. The courts came back to the board with a remand
requesting USPAP compliance and asked the board to look at it. Bill Barnes forgot thelst
request. Mr. Barnes also stated Mr. Halterman was being given extra opportunity at the direction
of the court. Mr. Halterman then stated whatever letter they get needs to meet the higher legal
standard. He believes they will probably meet in court again and if everything stands up in court
everything should be fine.

Agenda Item #10 Ethic Report

Chair Derry asked the board if there were any ethics issues to be reported now. Chair Derry
stated that he has not been made aware of any ethics violations. No ethics violations were

reported at the meeting.
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Agenda Item #11 Regulations Review

Chair Derry asked if there were any regulations to review? Regulations Specialist Sher
addressed the board for the regulations review. She stated that she was told by OLE Supervisor
Joe that the APR board was beginning to discuss regulation changes. Considering the audit in
the Summer of 2019 there were some regulation items that needed to be addressed.

Sher had begun a cursory draft and one of the changes was to allow for substantive cause under
12 AAC 71.60 A(1)(e)(2) and 12 AAC 71.60 B. The ASC recommendation was to change the
wording of federally related transaction to covered transactions. She also made a definition for
covered transaction that was provided by the federal registry. She also stated the board wanted a
definition of employee and for purposes of 12 AAC 71.65 where under number 3 that, “the AMC
is required to report to the board on a form provided by the department and submit the free
required not later than 30 days after a change of (¢) (an employee, director, officer or agent)”.

Sher wanted to know if the board wanted the employee to be an appraiser on the panel or anyone
else included. Chair Derry stated if the word employee got through in the statute it wasn’t
intended to. He believed it should be officer, director, or controlling person. Chair Derry then
noted they didn’t have access to the agenda packet to look at the proposals. Sher stated she
hadn’t provided them yet but they were some items that needed to be addressed when the board
took up a regulations project.

It was stated that there would need to be a discussion on the record and complete a regulation
change questionnaire to get the process started. Chair Derry wanted to see if the application
contained the word employee and if so it should be removed. OLE Wiard stated she would look.
Chair Derry asked that the regulation changed be added to the next board meeting. Sher did note
a deadline for regulations in place for submitting AMC’s to the registry. She believed it was
June 2020. Ifitis a hard deadline the board would want to get them started by January.

Agenda Item #12 Review Tabled Applications

Bill Barnes wanted to ask a question. He wanted to know if it was okay to discuss a case in a
public meeting. Chair Derry stated if the applicant wanted to publicly discuss the case then it
wasn’t against confidentiality laws. Wendy Lawrence stated that public comment is typically for
anything not on the agenda and it was acceptable to discuss the items talked about on the record.

OLE Wiard stated that there were 10 applications up for review. Many of them were AMC
applications that a quorum had not been reached. OLE Wiard asked the board to consider an

application for review. Chair Derry stated that to discuss the application requested the board
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should go into Executive Session. OLE Wiard also noted public member Mark Stevenson was
present and had an application he was hoping the board could vote on before he left. Chair
Derry asked what his application was for and it is a Certified General Appraiser by reciprocity.
His application was previously posted on OnBoard and a quorum was not achieved.

Bill Barnes asked if it was the applicant who was working for DOT, had some prior legal issues
and a license wasn’t needed for employment? The applicant had marked yes on one of the
professional fitness questions and Executive Session was mentioned by OLE Wiard. Mark
Stevenson asked to address the board and stated he was in the final running for a review
appraiser position within the DOT. He stated his license may be needed in a few weeks. He
stated his legal issues had been expunged from his record. Bill Barnes asked what the legal
issues were for and Mr. Stevenson stated he was advised not to talk about it but was having some
family problems at the time.

On a motion made by Dave Derry, seconded by Renee Piszczek, and passed unanimously, it
was: RESOLVED to enter into Executive Session in accordance with AS 44.62.310(c), and
Alaska Constitutional Right to Privacy Provisions, for the purpose of discussing appraisal
applicants with, “subjects that tend to prejudice the reputation and character of any
person, provided the person may request a public discussion.” Board staff were excused
from executive session.

Off the Record at 2:10 PM.
On the Record at 2:39 PM.

Those present, constituting a quorum of the Board:
David Derry, Certified General Real Estate Appraiser
Wendy Lawrence, Certified Residential Real Estate Appraiser
Renee Piszczek, Mortgage Lending Member
William Barnes, Certified Residential or General Real Estate Appraiser
Ashlee Stetson, Public Member

Division Staff present in the meeting:
Tracy Wiard, Occupational Licensing Examiner
Joe Bonnell, Records and Licensing Supervisor
Melissa Dumas, Administrative Officer 11
Shyla Consuelo, Investigator I1I
Sara Chambers, Division Director
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Public Members present in the meeting:
Mark Stevenson, Applicant
Cody Halterman, Applicant
Jeff Oliver, Regional Supervisory Appraiser

The board had the application in Onboard to review the application of Mark Stevenson for a
certified general appraiser license by reciprocity. Chair Derry noted the yes answer on the
professional fitness questions. He noted the letter of explanation and the legal outcome
documents and the report from the federal registry showing no actions had been taken against the
license. Chair Derry asked for some clarification which Mr. Stevenson was happy to provide.

On a motion made by Bill Barnes, seconded by Renee Piszczek, it was: RESOLVED by roll
call vote and passed unanimously to APPROVE Mark Stevenson’s application for a
Certified General Appraisal License by reciprocity.

Roll Call Vote:

Board Member Approve Deny Recuse Absent

David Derry
Wendy Lawrence
William Barnes
Renee Piszczek
Ashlee Stetson

R AR A

The board moved on to review the application for Certified Residential Real Estate Appraiser by
Exam for Sara Benham. Chair Derry noted she had been a trainee appraiser and passed the exam
and her work products were reviewed and approved. Chair Derry stated one of her work
verification forms was completed by a nurse supervisor and one was completed by a co-worker.
It was suggested that she provide the completed form by someone who can verify her work hours
of appraisal experience.

Renee Piszczek stated that the application form asks for a verification from a current or former
employee so the applicant did do what was asked by the board. Wendy Lawrence noted that the
person is being asked to clarify appraisal experience. It was stated the form needed to be
changed and Dave Derry stated he requested a change to the form in August and it had not been
completed. OLE Wiard stated the board would also need to change the regulation because the
wording on the form comes from the regulation. It was noted by Chair Derry that the form also
states the person completing the form needs to be able to verify completion of 1500 hours of
appraisal work and that a nurse supervisor could not make that verification. Wendy Lawrence
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stated there was not a court around that would allow someone applying for an appraisal license to
have their work verified by a nurse. She stated it was the intent of the law to have the appraisal
work verified by someone who had the knowledge to verify the appraisal hours and type of work
experience. She stated the regulation may not say that and it could be a technicality. Wendy
Lawrence went on to state that the regulation also states that 1500 hour of appraisal work needs
to be verified and the nurse supervisor was not qualified to verify that experience.

Ashlee Stetson stated that Sarah Benham did provide a letter of explanation stating Sarah
Waldrup is her training supervisor that has overseen all her appraisal training. Casey Dunagan is
another appraiser in the office for whom she has consulted with for some the appraisal
assignments she had and Dorene Mulcahy was her current nurse supervisor. She stated that due
to the regulation requiring 3 verifications with only 1 training supervisor and believes the
applicant is doing everything she can to verify her hours. Wendy Lawrence asked if her nurse
supervisor can attest that she completed 1500 hours of appraisal work? Ashlee Stetson stated as
a supplement to the application. Wendy Lawrence disagreed.

Chair David Derry stated that every type of application the board has seen has had the work
verification forms completed by someone who has knowledge of the real estate appraising work
completed by the applicant. They have been completed by someone in the field who understands
the appraisal industry. Renee Piszczek stated that she understands the boards position but based
on what Ashlee read in the regulations she may be eligible. Board member Wendy Lawrence
stated the forms being completed by someone who can verify the experience is what has been
required of all other applicants up until this point. Chair Derry asked if the applicant refused to
provide the work verification? The applicant had not stated she refused to submit a new
verification.

On a motion made by Renee Piszczek, seconded by Wendy Lawrence, it was: RESOLVED
to APPROVE Sara Benham’s application for a Certified Residential Real Estate Appraisal
License by Exam SUBJECT to the applicant submitting an additional Work Verification of
her 1500 hours of appraisal work by someone in the real estate profession.

Roll Call Vote:

Board Member Approve Deny Recuse Absent

David Derry
Wendy Lawrence
William Barnes
Renee Piszczek
Ashlee Stetson

R A A A
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Chair Derry then directed the board to review Samantha Riley’s application for a Registered
Trainee. There was some discussion regarding the applicant’s supervisor being in Anchorage
and her residing in Juneau. Board member Wendy Lawrence recused herself from the vote due
to her work with the applicant’s supervisor. Chair Derry was minimally reluctant due to the
distance and wondered how they inspected properties together.

On a motion made by Renee Piszczek, seconded by Ashlee Stetson, it was: RESOLVED by
roll call vote and passed with 2 abstentions to APPROVE Samantha Riley’s application for
a Registered Trainee Certification.

Roll Call Vote:

Board Member Approve Deny Recuse Absent

David Derry X
Wendy Lawrence X
William Barnes X
Renee Piszczek X
Ashlee Stetson X

Chair Derry directed the board to review the Supervisory Application for Monika Walker. It was
noted she met the required criteria to be a Supervisory Appraiser. It was stated she was certified
in 2007.

On a motion made by Renee Piszczek, seconded by Wendy Lawrence, it was: RESOLVED
by roll call vote and passed unanimously to APPROVE Monika Walker’s application as a

Supervisory Appraiser.

Roll Call Vote:

Board Member Approve Deny Recuse Absent

David Derry
Wendy Lawrence
William Barnes
Renee Piszczek
Ashlee Stetson

A A A A

It was requested that the additional AMC applications be uploaded back to Onboard for a vote.
OLE Wiard also asked for a volunteer for the letter to be drafted to Mr. Halterman. It was stated
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by Ashlee Stetson the board would need to make a motion to ament the previous motion from
10/25/2019.

On a motion made by Ashlee Stetson, seconded by Wendy Lawrence, it was: RESOLVED
to amend the October 25, 2019 motion for Cody Halterman to APPROVE the board
reconsideration of Mr. Haltermans application per the current remand order after a board
member selects 3 new work samples, appraisal reports from the work log and the work
files for the previously submitted appraisal reports.

Roll Call Vote:

Board Member Approve Deny Recuse Absent

David Derry
Wendy Lawrence
William Barnes
Renee Piszczek
Ashlee Stetson

R A A A

Chair Derry noted that this motion omits the submission of a new work log. Wendy Lawrence
wanted to make sure the board was in consensus that they were within their legal rights to
request the additional information they are asking for? Bill Barnes reminded the board that the
burden of proof is on the applicant. He also stated many of the entries in the work log are
restricted appraisals. The restricted appraisals give an opinion of value but do not include what
data they used, any adjustments or the final reconciliation. He stated the applicant must be at the
same skill level as everybody else and that needs to be demonstrated to the board. Bill Barnes
went on to state that most applicants are doing financial institution type work, lengthy
commercial appraisal reports with all that information in there. Even the URAR form reports
that residential appraisers use has the data, adjustments, analysis and final reconciliation. It has
always been to Bill Barnes knowledge that a restricted report may be generated for a client but
the data and analysis, etc. need to be in the work file according to USPAP.

It was stated by Ashlee Stetson that the applicant stated he has completed several appraisals that
are not restricted and the board may want to pick a non-restricted appraisal. It was stated since
the board is not requesting a new work log then they must pick from the options previously
submitted at the time of the application. Further discussion commenced and it was decided that
Bill Barnes would request the 3 additional appraisal reports and draft the letter for Mr.
Halterman.
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Chair Derry asked OLE Wiard to check the status of Alexander Kleinke’s application #148873.
It was suggested the board take a quick 10-minute break so OLE Wiard could look the
information up.

Off Record: 3:32 PM
On Record: 3:42 PM

Those present, constituting a quorum of the Board:
David Derry, Certified General Real Estate Appraiser
Wendy Lawrence, Certified Residential Real Estate Appraiser
Renee Piszczek, Mortgage Lending Member
William Barnes, Certified Residential or General Real Estate Appraiser
Ashlee Stetson, Public Member

Division Staff present in the meeting:
Tracy Wiard, Occupational Licensing Examiner
Joe Bonnell, Records and Licensing Supervisor
Melissa Dumas, Administrative Officer 11
Shyla Consuelo, Investigator III
Sara Chambers, Division Director

Public Members present in the meeting:
Mark Stevenson, Applicant
Cody Halterman, Applicant
Jeff Oliver, Regional Supervisory Appraiser

Upon returning from break it was found that the application was still in progress because the
review of the work product had not been completed. Chair Derry stated he would complete the
review of the work products and get them sent off.

Agenda Item #13 Board Business

Chair Derry stated that the board has meeting dates on 12/09/2019 and 03/02/2020. He asked
how far in advance the board would like to schedule their meetings? OLE Wiard stated as much
notice as can be given is always great but not required. OLE Wiard also asked the board how
many times they meet per year and it was stated 3-4 times per Chair Derry. OLE Wiard stated
that a half day meeting may all that is necessary depending on the agenda.
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Bill Barnes agreed to schedule meetings in addition to the March 2020 meeting. The board
agreed to schedule another meeting. Ashlee Stetson agreed to schedule a meeting for June and
would like to open the May 2020 AARO conference for discussion since the fall 2019 AARO
conference travel was denied. Chair Derry suggested a meeting in May of 2020. It was
suggested the meeting be scheduled the 3™ week in May of 2020 and the board could get a report
back from someone who can attend the AARO meeting. Ashlee suggested Tuesday the 19" of
May. OLE Wiard stated the board should pick a week and the Division would make sure there
were no overlapping meetings on the day requested.

The board discussed the purchase of the updated 2020-2021 USPAP. The board discussed
ordering updated USPAP’s for the board members, examiner and the investigator. Chair Derry
noted the surplus and stated there was no financial burden with purchasing the books.

On a motion made by Ashlee Stetson, seconded by Wendy Lawrence, it was: RESOLVED
by roll call vote to unanimously APPROVE the purchase of the 2020-2021 USPAP’s for all
of the board members, the licensing examiner and the board investigator.

Roll Call Vote:

Board Member Approve Deny Recuse Absent

David Derry
Wendy Lawrence
William Barnes
Renee Piszczek
Ashlee Stetson

R A A A

The last item for discussion was for the AARO Conference. Chair Derry asked OLE Wiard if it
was a waste of time to attempt to go to the conference. OLE Wiard stated the travel would likely
be denied but it is always beneficial to make a motion and fill out the conference request form
showing the boards interest and belief in the importance of attending the conference. It shows
the administration that board feels the conferences are beneficial and worthwhile to keeping up
with the most up to date trends and the federal oversight of AMC management and regulations.
It is likely that since the AMC’s are still a new license type for many states there will be
regulation changes at the federal level that would be discussed at the AARO conferences.

On a motion made by Renee Piszczek, seconded by Ashlee Stetson, it was: RESOLVED by
roll call vote to unanimously APPROVE to submit a travel request to send a CBPL staff
member and a board member to the May 2020 AARO Conference.
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Roll Call Vote:

Board Member Approve

David Derry
Wendy Lawrence
William Barnes
Renee Piszczek
Ashlee Stetson

R A A A

Recuse Absent

In a motion made by Renee Piszczek, and seconded by Bill Barnes, it was RESOLVED to

ADJOURN.

Hearing nothing further, Chair Derry adjourned the meeting at 3:59 pm.

Respectfully Submitted,

Tracy Wiard, Licensing Examiner

David Derry, Vice Chair

Date

Date
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Department of Commerce Community, and Economic Development
Corporations, Business and Professional Licensing

Board of Certified Real Estate Appraisers
Schedule of Revenues and Expenditures

FY 20
Board of Certified Real Estate Appraisers FY 14 FY 15 Biennium FY 16 FY 17 Biennium FY 18 FY 19 Biennium 1st QTR
Revenue
Revenue from License Fees S 56,250 $ 279,525 | $ 335,775 S 49,440 S 272,590 | $ 322,030 S 76,010 $ 190,565 | $ 266,575 S 27,460
Allowable Third Party Reimbursements 1,499 - 1,499 - 5,827 5,827 1,534 4,314 5,848 S 1,564
TOTAL REVENUE S 57,749 S 279,525 | $ 337,274 S 49,440 S 278,417 | $ 327,857 S 77,544 S 194,879 | $ 272,423 S 29,024
Expenditures
Non Investigation Expenditures
1000 - Personal Services 28,642 43,055 71,697 40,694 13,307 54,001 45,123 91,165 136,288 27,994
2000 - Travel 2,920 2,217 5,137 12,596 13,106 25,702 16,384 11,267 27,651 1,933
3000 - Services 1,275 33,177 34,452 3,008 5,288 8,296 7,445 10,666 18,111 63
4000 - Commodities 24 42 66 22 13 35 716 161 877 -
5000 - Capital Outlay - - - - - - - -
Total Non-Investigation Expenditures 32,862 78,491 111,352 56,320 31,714 88,034 69,668 113,259 182,927 29,990
Investigation Expenditures
1000-Personal Services 6,273 10,239 16,512 3,464 19,945 23,409 25,013 18,383 43,396 9,231
2000 - Travel 1,050 1,050 1,842
3023 - Expert Witness 1,625 - 1,625 - - - 3,485 1,050 4,535 1,050
3088 - Inter-Agency Legal 12,055 439 12,494 - - - 33 33 66 -
3094 - Inter-Agency Hearing/Mediation - - - - - - 217 - 217 -
3000 - Services other 633 633 5
4000 - Commodities - - -
Total Investigation Expenditures 19,952 10,678 30,631 3,464 19,945 23,409 28,748 21,149 49,897 12,128
Total Direct Expenditures 52,814 89,169 141,983 59,784 51,659 111,443 98,416 134,408 232,824 42,118
Indirect Expenditures
Internal Administrative Costs 8,346 10,447 18,793 9,900 9,222 19,122 15,708 20,705 36,413 5,176
Departmental Costs 7,280 13,937 21,217 8,446 7,009 15,455 13,293 21,286 34,579 5,322
Statewide Costs 5,311 8,721 14,032 3,280 2,319 5,599 7,826 11,964 19,790 2,991
Total Indirect Expenditures 20,937 33,105 54,042 21,626 18,550 40,176 36,827 53,955 90,782 13,489
TOTAL EXPENDITURES $ 73,751 $ 122,274 | $ 196,025 $ 81,410 $ 70,209 | $ 151,619 $ 135,243 $ 188,363 | $ 323,606 $ 55,607
Cumulative Surplus (Deficit)
Beginning Cumulative Surplus (Deficit) S 57,304 S 41,302 S 198,553 $ 166,583 S 374,791 S 317,092 S 323,608
Annual Increase/(Decrease) (16,002) 157,251 (31,970) 208,208 (57,699) 6,516 (26,583)
Ending Cumulative Surplus (Deficit) S 41,302 S 198,553 S 166,583 S 374,791 S 317,092 $ 323,608 S 297,025
*
Statistical Information
Number of Licensees 290 319 287 346 342 298 -
Additional information:
* Fee analysis required if the cumulative is less than zero; fee analysis recommended when the cumulative is less than current year expenditures; no fee increases needed if cumulative is over the current year expenses *
* Most recent fee change: Fee reduction FY19
* Annual license fee analysis will include consideration of other factors such as board and licensee input, potential investigation load, court cases, multiple license and fee types under one program, and program changes per AS 08.01.065.
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Appropriation
AL Sub Unit
PL Task Code

Sum of Expenditures

Object Name (Ex)

1011 - Regular Compensation

1023 - Leave Taken

1028 - Alaska Supplemental Benefit

1029 - Public Employee's Retirement System Defined Benefits
1030 - Public Employee's Retirement System Defined Contribution
1034 - Public Employee's Retirement System Defined Cont Health Reim
1035 - Public Employee's Retiremnt Sys Defined Cont Retiree Medical
1037 - Public Employee's Retiremnt Sys Defined Benefit Unfnd Liab
1039 - Unemployment Insurance

1040 - Group Health Insurance

1041 - Basic Life and Travel

1042 - Worker's Compensation Insurance

1047 - Leave Cash In Employer Charge

1048 - Terminal Leave Employer Charge

1053 - Medicare Tax

1077 - ASEA Legal Trust

1079 - ASEA Injury Leave Usage

1080 - SU Legal Trst

2000 - In-State Employee Airfare

2001 - In-State Employee Surface Transportation

2002 - In-State Employee Lodging

2003 - In-State Employee Meals and Incidentals

2005 - In-State Non-Employee Airfare

2007 - In-State Non-Employee Lodging

2008 - In-State Non-Employee Meals and Incidentals

2009 - In-State Non-Employee Taxable Per Diem

2010 - In-State Non-Employee Non-Taxable Reimbursement

2012 - Out-State Employee Airfare

2013 - Out-State Employee Surface Transportation

2015 - Out-State Employee Meals and Incidentals

2036 - Cash Advance Fee

2970 - Travel Cost Transfer

3023 - Expert Witness

3069 - Commission Sales

Grand Total

(All)
(All)
APR1

Object Type Name (Ex)

1000 - Personal Services 2000 - Travel

20,250.12

2,668.77

1,408.42

2,264.52

663.96

439.52

166.80

1,507.71

75.05

6,373.75

9.26

197.69

529.36

288.85

318.13

29.93

13.43

19.43

37,224.70

457.48
56.20
458.00
182.00
366.35
265.00
90.00
45.00
10.50
1,251.07
184.32
407.50
2.00

3,775.42

Grand Total
20,250.12
2,668.77
1,408.42
2,264.52
663.96
439.52
166.80
1,507.71
75.05
6,373.75
9.26

197.69
529.36
288.85
318.13
29.93

13.43

19.43
457.48
56.20
458.00
182.00
366.35
265.00
90.00

45.00

10.50
1,251.07
184.32
407.50

2.00
1,050.00 1,050.00
67.50 67.50
1,117.50 42,117.62



Board Training on Voting



Lunch



Review Regulations for Regulations
Change Project



The Appraisal board needs to draft regulations for CE renewal requirements in 12 AAC 70.220(a)(1), (2) to include the term
“completed during the concluding licensing period”.

In addition, they should consider reinstatement requirements for lapsed licenses.
Examples from other programs-
Medical Board regulations for CE’s at renewal-

12 AAC 40.200. GENERAL REQUIREMENTS.

(b) If a licensee fails to meet continuing medical education requirements due to illness or other extenuating circumstances, the
licensee may request an extension of time in order to comply with those requirements. The request for an extension must be made
on the licensee’s application for license renewal. The board, or its designee, will only consider a request for extension if the licensee
also agrees to enter into a memorandum of agreement with the board that specifies the date within the licensing period by which
the licensee will meet the continuing education requirements and the licensee’s agreement to voluntarily surrender the license to
the board if the licensee fails to comply with the memorandum of agreement. The board, or its designee, will evaluate the request
and proposed memorandum of agreement on an individual basis. If approved, the board, or its designee, will grant the extension of
time and issue the renewed license for the next licensing period, effective from the date of the approval of the agreement.

12 AAC 40.240. EXEMPTION FROM CONTINUING MEDICAL EDUCATION REQUIREMENTS. For the purposes of exempting a licensee
from meeting the continuing medical education requirements in a licensing period, extenuating circumstances are those
circumstances, beyond the licensee’s control, that prevent the licensee from meeting the continuing medical education
requirements. Extenuating circumstances include the licensee’s debilitating or long-term personal illness or injury and the
debilitating or long-term illness or injury of a member of the licensee’s immediate family.

Psychology CE regulations-

12 AAC 60.340. REINSTATEMENT. (a) The license of any licensee which is not renewed by reason of failure to comply with the
continuing education requirements of 12 AAC 60.250—12 AAC 60.350, may be reinstated after submission to the board of proof of
the completion of all continuing education credit hours required.

(b) A licensee unable to obtain the required continuing education hours for license renewal, due to reasonable cause or excusable
neglect, must request exemption status in writing to the board with a statement explaining the reasonable cause or excusable
neglect. The board will, in its discretion, prescribe an alternative method of compliance with the continuing education requirements
as the board considers appropriate to the individual situation.

Veterinary CE regulations -

12 AAC 68.047. RENEWAL AND REINSTATEMENT OF LICENSE. (a) An applicant for renewal of a veterinary license, or to reinstate
a veterinary license that has been lapsed for 60 days or less, must submit
(1) an application for renewal or reinstatement on a form provided by the department;
(2) the license renewal fee established in 12 AAC 02.350; and
(3) documentation that the applicable continuing education requirements of 12 AAC 68.220 — 12 AAC 68.240 have been met.
(b) An applicant for reinstatement of a veterinary license that has been lapsed for more than 60 days but less than two years must
submit, in addition to the items required in (a) of this section, the delayed renewal penalty fee established in 12 AAC 03.350.
(c) An applicant for reinstatement of a veterinary license that has been lapsed for two years or more, but less than five years must
submit
(1) an application for reinstatement on a form provided by the department;
(2) the applicable license renewal and delayed renewal penalty fees established in 12 AAC 02.350; and
(3) documentation of completion of all continuing education requirements in 12 AAC 68.220 — 12 AAC 68.240 that the applicant
would have been required to meet to maintain a current license for the entire period that the license has been lapsed.
(d) A veterinary license that has been lapsed for five years or more may not be reinstated. The former licensee may apply for a new
license under AS 08.98 and this chapter.
(e) A licensee or former licensee who was unable to obtain the required continuing education hours for renewal or reinstatement of
a veterinary license due to reasonable cause or excusable neglect, may request an exemption from those requirements. The
applicant must submit to the board a written request for an exemption that explains the reasonable cause or excusable neglect. If



the board decides to grant the exemption, the board may require an alternative method of compliance with the continuing
education requirements to ensure the applicant’s continued competency. (this section is where you would add entering into a
consent agreement)
(f) In this section, “reasonable cause or excusable neglect” includes

(1) chroniciiliness;

(2) retirement;

(3) personal or family hardship; or

(4) other similar circumstances as determined by the board.

Marital and Family Therapy CE regulations-

12 AAC 19.340. FAILURE TO MEET CONTINUING EDUCATION REQUIREMENTS AND LICENSE REINSTATEMENT. (a) The board will
reinstate a license that was not renewed because of the licensee’s failure to meet the continuing education requirements in 12 AAC
19.300 - 12 AAC 19.330 if the licensee submits to the board proof of completion of all required continuing education credit hours
and meets all other requirements for license renewal.

(b) A'licensee who is unable to obtain the continuing education hours required for license renewal due to reasonable cause or
excusable neglect may submit a written request to the board for an exemption. The request for an exemption must include an
explanation of the reasonable cause or excusable neglect that resulted in the licensee’s failure to meet the continuing education
requirements. If the board grants the exemption, the board will, in its discretion, prescribe an alternative method of compliance
with the continuing education requirements as the board considers appropriate to the individual situation.

(c) In this section, “reasonable cause or excusable neglect” includes

(1) chroniciillness;

(2) retirement;

(3) military service;

(4) leave of absence from active practice during the concluding licensing period; and
(5) hardships recognized by the board.



From: Brooks, Claire (CED sponsored)

To: Zinn, Sher K (CED)

Cc: Bonnell, Joseph K (CED); Fenochietti, Neal (CED sponsored)
Subject: RE: Covered Transactions

Date: Wednesday, July 31, 2019 10:30:43 AM

Attachments: final rule for minimum requirements for amcs.pdf

The AMC Rule provided that the minimum requirements in participating States would apply to all
entities that meet the definition of AMC in providing appraisal management services related to
consumer credit transactions secured by the consumer’s principal dwelling for both Federally
related transactions and non-Federally related transactions.

A federally related transaction (FRT) is, by statute, a real-estate related financial transaction that (1)
“a federal financial institution regulatory agency engages in, contracts for, or regulates” and (2)
“requires the services of an appraiser.” 12 U.S.C. § 3350(4). However, the agencies adopted
exemptions from the Title X| appraisal requirement (including but not limited to a de minimis
exemption and transactions that qualify for sale to a GSA). In support of these exemptions, the
agencies stated that appraisals were not necessary to protect safety and soundness for certain real
estate-related financial transactions.

In the Supplementary information of the AMC Rule (in the attached on page 8), the agencies discuss
covered transactions and why they chose this term over FRT: A covered transaction as any
consumer credit transaction secured by the consumer’s principal dwelling. The proposed definition
did not limit the definition of “covered transaction” to Federally related transactions (generally,
credit transactions involving a Federally regulated depository institution, see 12 U.S.C. 3350(4)),
even though Title XI of FIRREA and its implementing regulations have applied historically only to
appraisals for Federally related transactions.

As stated in the proposed rule, defining “covered transaction” to include all consumer credit
transactions secured by the consumer’s principal dwelling reflects the statutory text of section
1121(11), which defines the term “appraisal management company,” as in pertinent part, “any
external third party authorized either by a creditor of a consumer credit transaction secured by the
consumer’s principal dwelling or by an underwriter of or other principal in the secondary mortgage
markets.”

Although the AMC Rule requires the appraisal management company “engage only state certified or
state licensed appraiser for Federally related transactions in conformity with any Federally related
transaction regulations”, the panel size and fee calculations are dependent on those appraisers who
preform covered transactions which is much broader then FRTs.

Please let me know if you have any questions.
Regards,

Claire Brooks
Policy Manager
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DEPARTMENT OF THE TREASURY

Office of the Comptroller of the
Currency

12 CFR Part 34

[Docket No. OCC—-2014-0002]

RIN 1557-AD64

FEDERAL RESERVE SYSTEM

12 CFR Parts 208 and 225
[Docket No. R—1486]
RIN 7100-AE15

FEDERAL DEPOSIT INSURANCE
CORPORATION

12 CFR Parts 323 and 390
RIN 3064-AE10

BUREAU OF CONSUMER FINANCIAL
PROTECTION

12 CFR Part 1026
RIN 3170-AA44

FEDERAL HOUSING FINANCE
AGENCY

12 CFR Part 1222
RIN 2590-AA61

Minimum Requirements for Appraisal
Management Companies

AGENCIES: Office of the Comptroller of
the Currency, Treasury (OCC); Board of
Governors of the Federal Reserve
System (Board); Federal Deposit
Insurance Corporation (FDIC); National
Credit Union Administration (NCUA);
Bureau of Consumer Financial
Protection (Bureau); and Federal
Housing Finance Agency (FHFA).

ACTION: Final rule.

SUMMARY: The OCC, Board, FDIC,
NCUA, Bureau, and FHFA (collectively,
the Agencies) are adopting a final rule
to implement the minimum
requirements in the Dodd-Frank Wall
Street Reform and Consumer Protection
Act (the Dodd-Frank Act) to be applied
by participating States in the
registration and supervision of appraisal
management companies (AMCs). The
final rule also implements the minimum
requirements in the Dodd-Frank Act for
AMCs that are subsidiaries owned and
controlled by an insured depository
institution and regulated by a Federal
financial institutions regulatory agency
(Federally regulated AMCs). Under the
final rule, these Federally regulated
AMGs do not need to register with a

State, but are subject to the same
minimum requirements as State-
regulated AMGCs. The final rule also
implements the requirement for States
to report to the Appraisal Subcommittee
(ASC) of the Federal Financial
Institutions Examination Council
(FFIEC) the information required by the
ASC to administer the new national
registry of AMCs (AMC National
Registry). In conjunction with this
implementation, the FDIC is integrating
its appraisal regulations for State
nonmember banks and State savings
associations.

DATES: Effective date. This final rule
will become effective on August 10,
2015.

Compliance date: Federally regulated
AMGs must comply with the minimum
requirements for providing appraisal
management services under 12 CFR
34.215(a) no later than 12 months from
the effective date of this final rule. The
participating State or States in which a
State-regulated AMC operates will
establish the compliance deadline for
State-regulated AMCs.

FOR FURTHER INFORMATION CONTACT:

OCC: Robert L. Parson, Appraisal
Policy Specialist, (202) 649-6423, G.
Kevin Lawton, Appraiser (Real Estate
Specialist), (202) 649-7152, Mitchell E.
Plave, Special Counsel, Legislative and
Regulatory Activities Division, (202)
649-5490, for persons who are deaf or
hard of hearing, TTY, (202) 649-5597,
or Christopher Manthey, Special
Counsel, Bank Activities and Structure
Division, (202) 649-5500.

Board: Carmen Holly, Supervisory
Financial Analyst, Division of Banking
Supervision and Regulation, at (202)
973-6122, or Walter McEwen, Senior
Counsel, Legal Division, at (202) 452—
3321, Board of Governors of the Federal
Reserve System, Washington, DC 20551.

FDIC: Beverlea S. Gardner, Senior
Examination Specialist, Division of Risk
Management and Supervision, at (202)
898-3640, Sandra S. Barker, Senior
Policy Analyst, Division of Depository
and Consumer Protection, at (202) 898—
3915, Mark Mellon, Counsel, Legal
Division, at (202) 898—3884, or
Benjamin K. Gibbs, Senior Regional
Attorney, at (678) 916—2458, Federal
Deposit Insurance Corporation, 550 17th
Street NW., Washington, DC 20429.

NCUA: John Brolin or Pamela Yu,
Staff Attorneys, Office of General
Counsel, at (703) 518—6540, or Vincent
Vieten, Program Officer, Office of
Examination and Insurance, at (703)
518-6360, or 1775 Duke Street,
Alexandria, Virginia, 22314.

Bureau: Owen Bonheimer, Counsel,
Office of Regulations, and David Friend,

Counsel, Office of Regulations, 1700 G
Street NW., Washington, DC 20552, at
(202) 435-7000.

FHFA: Robert Witt, Senior Policy
Analyst, Office of Housing and
Regulatory Policy, (202) 649-3128, or
Ming-Yuen Meyer-Fong, Assistant
General Counsel, Office of General
Counsel, (202) 649-3078, Federal
Housing Finance Agency, 400 Seventh
Street SW., Washington, DC 20024.

SUPPLEMENTARY INFORMATION:
I. Background
AMC Minimum Requirements

Section 1473 of the Dodd-Frank Act?
added a new section 1124 to Title XI of
the Financial Institutions Reform,
Recovery, and Enforcement Act of
19892 (FIRREA) that established
minimum requirements to be applied by
States in the registration and
supervision of AMCs. An AMC is an
entity that serves as an intermediary for,
and provides certain services to,
creditors.? These minimum
requirements apply to States that have
elected to establish, pursuant to section
1117 of FIRREA,* an appraiser certifying
and licensing agency with authority to
register and supervise AMCs
(participating States). Section 1473 of
the Dodd-Frank Act5 also requires the
ASC to maintain an AMC National
Registry, which will include AMCs that
are either registered with, and subject to
supervision by, a State appraiser
certifying and licensing agency or are
subsidiaries owned and controlled by a
Federally regulated insured depository
institution and regulated by a Federal
financial institutions regulatory
agency.® Section 1124(e) further
requires the Agencies to promulgate
regulations for the reporting of the
activities of AMCs to the ASC in
determining the payment of the annual
fee for the AMC National Registry.?

Pursuant to FIRREA section 1124, the
Agencies must establish, by rule,
minimum requirements to be imposed
by a participating State appraiser
certifying and licensing agency on

1Public Law 111-203, 124 Stat. 1376.

2Public Law 101-73, 103 Stat. 183.

3The term “appraisal management company” is
defined in more detail in section 1121(11) of Title
XI of FIRREA, 12 U.S.C. 3350(11), and in § 34.211(c)
of this final rule.

412 U.S.C. 3346.

5 Hereafter, section references are to Title XI of
FIRREA, unless otherwise noted.

612 U.S.C. 3332(a)(6).

712 U.S.C. 3353(e). See also FIRREA section
1109(a)(3), 12 U.S.C. 3338(a)(3) (requiring States to
submit reports to the ASC concerning supervisory
activities involving AMCs). This final rule does not
implement section 1109(a)(3); this section of
FIRREA is implemented by the ASC.
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AMGs doing business in the State.8
Specifically, pursuant to section
1124(a), participating States must
require that AMCs: (1) Register with,
and be subject to supervision by, the
State appraiser certifying and licensing
agency in the State or States in which
the company operates; (2) verify that
only State-certified or State-licensed
appraisers are used for Federally related
transactions; 9 (3) require that appraisals
comply with the Uniform Standards of
Professional Appraisal Practice
(USPAP); and (4) require that appraisals
are conducted in accordance with the
statutory valuation independence
standards pursuant to the Truth in
Lending Act (TILA) (15 U.S.C. 1639e)
and its implementing regulations.1® An
AMC that is a subsidiary owned and
controlled by an insured depository
institution and regulated by a Federal
financial institutions regulatory agency
is subject to all of the minimum
requirements, except the requirement to
register with a State.1?

In participating States, the minimum
requirements apply to any AMC that
provides appraisal management
services, as defined in the final rule, and
meets the statutory panel size threshold,
which is that the AMC oversees an
appraiser panel of more than 15 State-
certified or State-licensed appraisers in
a State or 25 or more appraisers in two
or more States in a calendar year or 12-
month period under State law. States
may establish requirements for AMC
registration and supervision that are in
addition to these minimum
requirements.12

Pursuant to section 1124(f), beginning
36 months from the effective date of this
final rule, an AMC that meets the
statutory size threshold may not provide
services for a Federally related
transaction in a State unless the AMC is
registered with the State or is subject to
oversight by a Federal financial
institutions regulatory agency.13 This
provision effectively allows each State
up to three years to establish registration
and supervision systems that meet the

812 U.S.C. 3353(a).

9Under FIRREA, a Federally related transaction
is a real estate related financial transaction that
involves an insured depository institution regulated
by the OCC, Board, FDIC, or NCUA and that
requires the services of an appraiser under the
interagency appraisal rules. See 12 U.S.C. 3350(4),
implemented by the OCC: 12 CFR 34.42(f) and
34.43(a); Board: 12 CFR 225.62(f) and 225.63(a);
FDIC: 12 CFR 323.2(f) and 323.3(a); and NCUA: 12
CFR 722.2(f) and 722.3(a).

1012 U.S.C. 3353(a). For regulations
implementing TILA section 129E, 15 U.S.C. 1639e,
see 12 CFR 226.42 (Board) and 12 CFR 1026.42
(Bureau).

1112 U.S.C. 3353(c).

1212 U.S.C. 3353(b).

1312 U.S.C. 3353(f)(1).

requirements of the final rule before
AMG:s in the State will be subject to the
aforementioned restriction in the
absence of such a regime. The ASC,
with the approval of the FFIEC, may
delay the restriction for an additional
year if the ASC makes a written finding
that a State has made substantial
progress toward implementation of a
system that meets the criteria in Title XI
of FIRREA.4 Even after the three-year
implementation period has passed, a
State may still elect to establish a
regime, at which point AMCs operating
in the State would be able to provide
appraisal management services for
Federally related transactions.

Section 1124 does not compel a State
to establish an AMC registration and
supervision program, nor is a penalty
imposed on a State that does not
establish a regulatory structure for
AMCs within 36 months of issuance of
this final rule.1® However, in a State that
has not adopted the AMC minimum
requirements established by this rule,
AMC:s are barred by section 1124 from
providing appraisal management
services for Federally related
transactions, unless they are owned and
controlled by a Federally regulated
depository institution.16 Thus, appraisal
management services may still be
provided for Federally related
transactions in non-participating States
by individual appraisers, by AMCs that
are below the minimum statutory panel
size threshold, and as noted previously,
by Federally regulated AMCs.1?

On April 9, 2014, the Agencies
published a proposed rule to implement
the minimum requirements under
FIRREA section 1124 for registration
and supervision of AMCs, with a 60-day
public comment period.18 With certain
changes to the proposed rule, this final
rule implements the statutory
requirements discussed above, as well
as section 1124’s requirements for the
reporting of the activities of AMCs in
determining the payment of the annual
registry fee.19 The final rule is being
published in the Code of Federal

1412 U.S.C. 3353(f)(2).

1512 U.S.C. 3353.

16 See FIRREA section 1124(f)(1), 12 U.S.C.
3353(f)(1). Under section 1124(c), this restriction
will not apply to AMCs that are subsidiaries owned
and controlled by an insured depository institution
and regulated by a Federal financial institutions
regulatory agency. 12 U.S.C. 3353(c). Such AMCs
are subject to all the requirements of section 1124,
with the exception of the requirement to register
with a State. See id.

17 See FIRREA section 1121(11), 12 U.S.C.
3350(11).

1879 FR 19521 (Apr. 9, 2014).

1912 U.S.C. 3353(e). See also 12 U.S.C. 3338(a)(4)
(setting out the fee structure for the AMC National
Registry).

Regulations separately by the OCC, the
Board, the FDIC, and the FHFA. The
Bureau is publishing a cross-reference to
the OCC rule text in the valuation
independence provisions of Regulation
Z,12 CFR 1026.42, to highlight that the
final rule specifically reinforces the
valuation independence standards. The
rules are not different substantively. The
implementation of the AMC minimum
requirements does not affect the
responsibility of banks, Federal savings
associations, State savings associations,
bank holding companies, and credit
unions to ensure that appraisals for their
institutions comply with applicable
laws and regulations and are consistent
with supervisory guidance. If these
regulated financial institutions use an
AMC to engage appraisers on their
behalf, the AMC must be acting as an
agent for these institutions.20

Consolidation of FDIC and OTS Rules
on Appraisals

Title III of the Dodd-Frank Act
transferred the powers, duties, and
functions formerly performed by the
Office of Thrift Supervision (OTS), the
Federal entity formerly responsible for
the supervision of Federally insured
savings associations and their holding
companies, to the FDIC for State savings
associations and authorized the FDIC to
consolidate OTS and FDIC rules.?! The
final rule implements this authority by
rescinding the OTS regulatory
provisions on appraisals pertaining to
State savings associations, as these
entities are now covered by the FDIC’s
appraisal rules.22

II. The Final Rule

The final rule: (1) Establishes the
minimum requirements in section 1124
of FIRREA for State registration and
supervision of AMGCs in participating
States; (2) requires Federally regulated
AMCs to meet the minimum
requirements of section 1124 (other than
registering with the State); and (3)
requires States to report certain AMC
information to the ASC.23 The final rule
also integrates FDIC appraisal
regulations for State nonmember banks
and State savings associations.

For the reasons discussed in section
III of this SUPPLEMENTARY INFORMATION,

20 See OCC: 12 CFR 34.45(b)(1); Board: 12 CFR
225.65(b)(1); FDIC: 12 CFR 323.5(b)(1); and NCUA:
12 CFR 722.5(b)(1).

21 The OTS was abolished on October 19, 2011,
pursuant to the Dodd-Frank Act.

22 Title III of the Dodd-Frank Act transferred
supervision of Federal savings associations to the
OCC. The OCC recently integrated the OTS and
OCC rules on appraisals. See 79 FR 28393 (May 16,
2014) (integrating certain interagency rules for
national banks and Federal savings associations).

23 See 12 U.S.C. 3353(a), (c), and (e).
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the final rule adopts the rule
substantially as proposed, with
modifications to: (1) Provide that the
standard for determining whether an
appraiser is an independent contractor
will be based on how the appraiser is
treated for Federal income taxes, as
determined under Internal Revenue
Service (IRS) guidance; (2) clarify that
an AMC credit union service
organization (CUSO) is not considered
to be a Federally regulated AMC, and
therefore would be regulated by the
State or States in which the AMC CUSO
operates; (3) clarify that the rule does
not bar the use of trainee appraisers; (4)
provide that the registration limitations
on individuals who have had their
licenses refused, denied, cancelled,
surrendered in lieu of revocation, or
revoked, should not be construed to
apply to appraisers whose licenses have
been revoked for nonsubstantive
reasons, as determined by the
appropriate State appraiser certifying
and licensing agency and whose
licenses have been subsequently
reinstated; (5) revise the provision on
reporting of information by Federally
regulated AMGCs to clarify that Federally
regulated AMCs will report information
required for the AMC National Registry
directly to the States; and (6) remove
cross-references to provisions of
Regulation Z, 12 CFR part 1026 (Truth
in Lending), in the proposed definitions.
The Agencies are generally adopting the
relevant text of the cross-referenced
Regulation Z provisions, in lieu of the
cross-references. The final rule also
contains technical, nonsubstantive
changes.

III. The Final Rule and Public
Comments on the Proposed Rule

The following is a section-by-section
review of the proposed rule and a
discussion of the public comments
received by the Agencies concerning the
proposal. The Agencies received 256
comment letters containing 89 unique
comments in response to the published
proposal. These comment letters were
received from State appraiser certifying
and licensing agencies, AMCs, appraiser
trade and professional associations,
appraisal firms, appraisers, financial
institutions, consumer/community
groups and individual commenters. For
ease of reference, unless otherwise
noted, the SUPPLEMENTARY INFORMATION
refers to section numbers in the
proposed and final rule texts for the
OCC, 12 CFR 34.210 et seq. Rule text for
the other Agencies is published
separately in this Federal Register
notice at 12 CFR 208.50 and 225.190 et
seq. (Board); 12 CFR 323.8 et seq.

(FDIC); and 12 CFR 1222.20 et seq.
(FHFA).

A. Section 34.211. Definitions

The Agencies requested comment on
the key definitions in the proposed rule.
The following is a discussion of these
key definitions, related public
comments, and issues relating to those
definitions. Definitions on which the
Agencies did not receive comment are
not discussed below and are adopted
without change in the final rule.

1. Cross-References to Other Regulations

The Agencies are adopting changes to
definitions for which cross-references to
Regulation Z, 12 CFR part 1026, were
used in the proposed rule. Specifically,
the Agencies are removing most cross-
references and adopting the relevant
text of the cross-referenced provisions
directly (see § 34.211(g) (defining
“consumer credit”), § 34.211(i) (defining
“creditor”’), and § 34.211(m) (defining
“person”). In addition, the Agencies are
defining the term “‘dwelling” in
§ 34.211(j) by adopting the text of the
definition of “dwelling” in 12 CFR
1026.2(a)(19), which was included in
the proposed definition of “principal
dwelling” (see proposed § 34.211(m)). In
new § 34.211(j)(2), the Agencies are
retaining the explanation of “principal
dwelling” that was provided in the
proposed rule.24 (See proposed
§ 34.211(m)). This explanation is based
on Official Interpretation 12 CFR
1026.2(a)(24)-3. The Agencies are
adopting these changes in the final rule
to simplify the rule and relieve
regulatory burden on States.
Substituting the text of these definitions
for cross-references mitigates the
potential obligations of States to update,
clarify, or amend State law or its
interpretations as Regulation Z is
amended over time, or if the numbering
of definitions in Regulation Z changes.25

2. Section 34.211(c): Appraisal
Management Company; Section
34.211(d): Appraisal Management
Services

Proposed § 34.211(c) defined an AMC
as a person that: (1) Provides appraisal
management services to creditors or
secondary mortgage market participants;
(2) provides these services in
connection with valuing the consumer’s

24 See proposed §§ 34.211(m) and 34.211(j)(2).

25 These changes also should avoid any
inadvertent confusion created by referring to
Regulation Z, which includes additional
exemptions that are not included in these
regulations, such as for transactions meeting the
Regulation Z definition of consumer credit
transaction secured by a principal dwelling, but
used to purchase a 3—4 unit owner-occupied rental
property.

principal dwelling as security for a
consumer credit transaction (including
consumer credit transactions
incorporated into securitizations); and
(3) within a given year, oversees an
appraiser panel of more than 15 State-
certified or State-licensed appraisers in
a State or 25 or more State-certified or
State-licensed appraisers in two or more
States. The proposed definition cross-
referenced proposed § 34.212 for the
rules on how to calculate the numeric
threshold for the appraiser panel.

Proposed § 34.211(d) defined
“appraisal management services,”
which is a key component of the
definition of “appraisal management
company,” to mean one or more of the
following: (1) Recruiting, selecting, and
retaining appraisers; (2) contracting
with State-certified or State-licensed
appraisers to perform appraisal
assignments; (3) managing the process
of having an appraisal performed,
including providing administrative
duties such as receiving appraisal orders
and appraisal reports, submitting
completed appraisal reports to creditors
and secondary mortgage market
participants, collecting fees from
creditors and secondary mortgage
market participants for services
provided, and paying appraisers for
services performed; and (4) reviewing
and verifying the work of appraisers.
This definition is consistent with the
appraisal management services outlined
in the definition of AMC in section
1121.26 As in section 1121, the proposed
definition of appraisal management
services did not include performing
appraisals, nor does the definition of
appraisal management services adopted
in this final rule.2”?

a. Commercial Transactions and the
Definition of AMC

Consistent with the statutory
definition of AMC, the proposed
definition of AMC applied to appraisal
management services provided in
connection with residential mortgage
transactions secured by the consumer’s
principal dwelling and securitizations
involving those mortgages. The
proposed rule did not extend to
appraisal management services
provided in connection with
commercial real estate transactions or
securitizations involving commercial
real estate mortgages.28

In drafting the definition of AMC for
the proposal, the Agencies considered
whether the statutory definition of AMC
in section 1121 should be construed to

26 See 12 U.S.C. 3350(11).
27 See id.
2812 U.S.C. 3350(11).
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encompass not only appraisal
management services provided for
securitizations of consumer purpose
residential mortgages, but also appraisal
services in connection with
securitizations of commercial
mortgages.2® The Agencies proposed the
former. The Agencies’ reading of the
statute—that it extends only to
consumer purpose residential mortgage
transactions and securitizations of those
mortgages—is consistent with the text of
section 1124 and with the Dodd-Frank
Act as a whole.3° Non-residential or
commercial mortgages are not
mentioned in any AMC provisions in
section 1473 of the Dodd Frank Act (or
elsewhere in Title XIV of the Dodd-
Frank Act). The lack of a reference to
commercial mortgage lending in the
relevant Dodd-Frank Act provisions
suggests that AMCs were not intended
to be covered by the AMC minimum
requirements when they are providing
appraisal management services for
underwriters or other principals in
commercial mortgage securitizations.
Moreover, the Agencies understand that
individual appraisers, as opposed to
AMCs, are more typically retained to
provide an appraisal of properties
securing commercial mortgage loans
(and securitizations of such loans)
because of the size and complexity of
those properties. This understanding is
based on the supervisory experience of
the Agencies as well as outreach during
the proposed rule process to a trade
association for AMCs and an individual
AMC, which confirmed that, under the
current business model, AMCs do not
generally provide services in connection
with commercial mortgages.

The Agencies received a small
number of comments concerning
whether an AMC’s services for
commercial mortgage transactions
should be covered by the final rule.
Several commenters supported the
proposal to exclude commercial real
estate transactions from the definition of
AMC. One commenter disagreed, stating
that both commercial and consumer
transactions should be covered by the
rule, but did not elaborate.

The Agencies continue to believe that
commercial real estate transactions
should be excluded from the definition
of AMC based on the reasons outlined
above. As such, the definition of AMC
in the final rule includes entities only
when they are providing appraisal
management services for consumer

29 While it is clear that the definition of AMC
encompasses only residential mortgage loans, there
is some question as to whether the definition
includes securitizations of commercial mortgages.

3012 U.S.C. 3353.

mortgage transactions secured by the
consumer’s principal dwelling and
securitizations of those loans.

b. “External Third Party” Within the
Definition of AMC

Section 1121 defines an AMC as any
“external third party” authorized to take
certain actions by a creditor of a
consumer credit transaction secured by
the consumer’s principal dwelling or by
an underwriter of or other principal in
the secondary mortgage markets.3?
Consistent with the statutory definition,
the proposal defined the term “‘appraisal
management company’’ to exclude a
department or division of an entity if
the department or division provides
appraisal management services only to
that entity. This reflects the Agencies’
interpretation that a department or a
division of an entity is not an “external
third party” as required by the statute.
Under the proposed rule, an AMC that
is an affiliate (rather than a department
or division) of a creditor or secondary
market principal would, however, be
treated as an AMC, even if the AMC
provides appraisal management services
only to the entity with which it is
affiliated, because the affiliate is a
separate legal entity.

The Agencies believe that this
interpretation of the term ‘“‘external
third party” is consistent with the plain
meaning of “external” and “third
party,” as well as with section 1124(c),
which provides that the requirements of
section 1124 would apply to AMCs that
are owned and controlled by financial
institutions.32 In the Agencies’ view,
this interpretation is also consistent
with section 1124 as a whole, which is
directed at regulating parties that
provide appraisal management services
on behalf of creditors and secondary
market principals, but does not regulate
creditors or secondary market principals
directly.33

The Agencies received one comment
on this topic, which supported the
exclusion of departments and divisions
from the definition of AMC. The
Agencies are adopting in the final rule
the proposed approach to “external
third party.”

c¢. Uniformity and the Definition of AMC

The Agencies received a number of
comments suggesting that the Agencies
require all participating States to adopt
the definition of AMC in the proposed
rule. Several commenters also stated
that reducing burden for AMCs would
reduce costs for consumers. As a legal

3112 U.S.C. 3350(11).
3212 U.S.C. 3353(c).
3312 U.S.C. 3353.

basis for this position, one commenter
noted that the definition of AMC is
statutory, and therefore should be
binding on all the participating States.

The Agencies agree that the definition
of AMC in section 1121 sets the uniform
minimum standards for assessing
whether an entity is an AMC under this
rule.34 Under the proposed rule, a
participating State would be required to
treat an entity as an AMC if the entity
provides services described in the
definition and meets the statutory panel
size threshold. As such, pursuant to
section 1121 and the proposed rule, a
participating State could not revise the
definition of AMC to eliminate or limit
the range of services that would classify
an entity as an AMC with respect to the
minimum requirements in the rule.
Similarly, a State could not void the
statutory panel size threshold that
triggers the minimum requirements by,
for example, adopting an AMC law that
provides that an entity is an AMC only
if it has 50 or more appraisers on its
nationwide panel.35 Thus, all States
electing to establish an AMC regulatory
program under the rule would have a
uniform minimum scope as to coverage
of their program.

While the Agencies understand the
commenters’ desire for uniformity,
FIRREA section 1124(b) recognizes
expressly the authority of States to
adopt requirements in addition to those
in the final rule: “Nothing in this
section [1124] shall be construed to
prevent States from establishing
requirements in addition to any rules
promulgated under subsection(a)[by the
Agencies].” 36 Therefore, the Agencies
decline to require all participating
States to adopt a uniform definition of
AMC.

d. “Portals” Within the Definition of
AMC

The Agencies received one comment
from an entity that provides appraisal
related services through electronic
mechanisms, described as a “portal”
business model. The commenter
requested that the Agencies address the
question of whether a portal is an AMC.

The Agencies do not support a
categorical rule in this regard. The
business model an entity uses to
provide services should not be

3412 U.S.C. 3350(11). This rule establishes
“minimum” requirements for a State to apply in
registering AMCs. Thus, the Agencies interpret the
rule of construction in FIRREA section 1124(b) to
recognize that States may adopt requirements that
exceed those in the rule, for example, defining AMC
to cover more entities than would be covered under
the minimum requirements of this rule. 15 U.S.C.
3353(b).

3512 U.S.C. 3350(11).

3612 U.S.C. 3353(b).
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determinative of whether the entity is
an AMG; rather, if a portal is providing
appraisal management services, and
meets the other elements of the
definition, then it should be considered
an AMC under the final rule. Thus, the
final rule does not limit or affect the
discretion of States to treat a portal as
an AMC if a State finds that a portal
provides appraisal management
services.

e. Distinction Between AMCs and
Appraisal Firms

In the proposal, the Agencies
addressed whether appraisal firms
should be considered AMCs pursuant to
sections 1124 and 1121(11) 3”7 and
requested comment on whether the
distinction between employees and
independent contractors served as a
basis for excluding appraisal firms from
the definition of an AMC. (See Question
3 in the proposal.) The technical
distinction between independent
contractors and employees, for purposes
of determining whether an entity meets
the statutory panel size thresholds, is
addressed in the section-by-section
analysis of § 34.212 (Appraiser Panel),
which discusses how to calculate the
number of appraisers on a panel. The
following is a discussion of the
comments on the broader issue of
whether the proposal appropriately
excluded appraisal firms from the scope
of the rule.

A number of commenters supported
the proposal to construe section 1124 as
applying only to AMGCs or hybrid
entities (discussed in detail below) and
not to appraisal firms. These
commenters stated that the business
models of AMCs and appraisal firms are
different. Under the different business
models, according to these commenters,
employees of appraisal firms perform
appraisals, while AMCs contract for
appraisal services, but do not perform
appraisals. Another set of commenters
argued that appraisal firms should be
covered by the rule. The basis for this
argument was the commenters’ assertion
that there is no substantive distinction
between AMCs, which hire others to
perform appraisals, and appraisal firms,
which generally hire appraisers as
employees.

As discussed in the preamble to the
proposed rule, the Agencies interpret
section 1124 to distinguish between
AMGs and appraisal firms for three key
reasons.38 First, the distinction between
appraisal firms and AMCs is reflected in
section 1472 of the Dodd-Frank Act,
which added provisions concerning

3712 U.S.C. 3353 and 3350(11).
3812 U.S.C. 3353.

valuation independence to TILA.39
These provisions contemplate expressly
that certain entities would not be
covered by the AMC minimum
requirements in FIRREA section 1124
and describe this type of entity, in
pertinent part, as one that “utilizes the
services of State licensed or certified
appraisers and receives a fee for
performing appraisals in accordance
with the Uniform Standards of
Professional Appraisal Practice.” 40 The
Agencies understand that the type of
entity described here as excluded from
the AMC minimum requirements is an
appraisal firm, which receives fees for
directly performing appraisals. Second,
FIRREA section 1124 uses the term
“appraisal management company,” and
not appraisal firm.4! Third, section
1121(11) describes the activities of
AMC s as including “contracting with
State-certified or State-licensed
appraisers to perform appraisal
assignments,” but not directly
performing appraisals.42 Section
1121(11) also defines an AMC as an
entity that “oversees a network or panel
of more than 15 certified or licensed
appraisers in a State or 25 or more
nationally (meaning two or more States)
within a given year . . .” 43 By contrast,
the Agencies understand that appraisal
firms perform appraisals as a primary
function directly through employees
and do not oversee a ‘“‘network or panel”
of non-employee appraisers.

As stated in the proposal, the
Agencies believe that the fundamental
reasons to distinguish between AMCs
and appraisal firms are that the business
models of AMCs and appraisal firms are
different and that Congress expressed an
intention to exclude entities operating
on an appraisal firm model from
coverage by the AMC minimum
requirements. This conclusion is
consistent with the fact that AMCs
provide appraisal management services
to third parties, including retaining
appraisers to perform appraisals, but
AMCs do not perform appraisals. By
contrast, appraisal firms perform
appraisals using one or more of the
firm’s employees or partners. In
addition, appraisal firms typically hire a

39 See TILA section 129F, 15 U.S.C. 1639e.

4015 U.S.C. 1639e¢(i)(2) (emphasis added); see
also 12 U.S.C. 3353. A ““fee appraiser” is defined
in TILA section 129E, 15 U.S.C. 1639(e)(i), as a
person who: (1) Is not an employee of a loan
originator or AMC engaging the appraiser; (2)
performs an appraisal in compliance with USPAP;
and (3) is a company [an appraisal firm] not subject
to the requirements of section 1124 (minimum
requirements for AMCs, 12 U.S.C. 3353) and that
receives a fee for performing appraisals.

41]d.

4212 U.S.C. 3350(11).

4312 U.S.C. 3350(11).

limited number of appraisers, based on
identified need, and hire inexperienced
trainees and train them to become
qualified appraisers. AMCs, on the other
hand, generally have a large number of
pre-approved appraisers in their
network or panel who are available, as
independent contractors, for potential
assignments and do not conduct
training for inexperienced appraisers.

f. Hybrid Entities

In the proposal, the Agencies
discussed the possibility that there are,
or may be in the future, “hybrid”’
entities, meaning entities that both hire
appraisers as employees to perform
appraisals and engage independent
contractors to perform appraisals. In this
situation, the entity could be considered
both an AMC and an appraisal firm. As
such, under the proposed rule, the
hybrid entity would be treated as an
AMC for purposes of State registration
if it meets the statutory panel size
threshold (of overseeing more than 15
State-certified or State-licensed
appraisers in a State or 25 or more State-
certified or State-licensed appraisers in
two or more States within a given year).
Under the proposal, the numerical
calculation of panel size for hybrid
entities would only include appraisers
engaged as independent contractors.

Some commenters supported the
proposed treatment of firms that have
both employee appraisers and
independent contractor appraisers. One
commenter suggested that the Agencies
should not recognize a hybrid firm as a
valid business model, but did not
elaborate. The Agencies adopt in the
final rule the proposed definition of
AMC and the proposed treatment of
hybrid firms. The Agencies continue to
believe that sections 1124 and 1121(11)
are best interpreted to apply only to
AMGs, as defined in the proposed and
final rules, and not to appraisal firms
(with the exception of hybrid firms). In
addition to the statutory distinction
between appraisal firms and AMGs, the
Agencies believe this interpretation is
consistent with, and supported by, the
key distinction between AMCs and
appraisal firms—that the former
contracts with appraisers to perform
appraisals, while the latter performs
appraisals directly through employees.
Even if some services provided by
AMCGs and appraisal firms overlap,
which some commenters assert, this key
difference between the two entities (that
AMCGs contract with appraisers to
perform appraisals and appraisal firms
perform appraisals directly through
their own employees) remains. The final
rule also reflects the definition of
“appraisal management company” in
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section 1121(11), which provides that
an AMC is an entity that “oversees a
network or panel” of appraisers.4+
Appraisal firms do not oversee networks
or panels of non-employee appraisers.

The Agencies also continue to believe
that recognition of hybrid firms as
AMG:s is appropriate when the entity
maintains a panel of appraisers that
includes independent contractors
meeting the threshold minimum
numbers pursuant to § 34.212. The
Agencies believe that this interpretation
of the definition of AMC is consistent
with the statutory language and
purpose, appropriately reflects the
business models of AMCs, and
accommodates the possibility that
appraisal firms may evolve over time.
For these reasons, the Agencies adopt in
the final rule the proposed definition of
AMC and the proposed treatment of
hybrid firms.

3. Section 34.211(e) Appraiser Panel

The Agencies are adopting the
proposed definition of “appraiser
panel” with minor clarifications.
Specifically, proposed § 34.211(e)
defined an appraiser network or panel
as a network of State-licensed or State-
certified appraisers who are
independent contractors to an AMC. In
the final rule, “appraiser panel” is
defined as a network, list or roster of
licensed or certified appraisers
approved by the AMC to perform
appraisals as independent contractors
for the AMC. Appraisers on an AMC’s
“appraiser panel” under this part
include both appraisers accepted by the
AMC for consideration for future
appraisal assignments and appraisers
engaged by the AMC to perform one or
more appraisals. The final rule also
clarifies in the definition of “appraiser
panel” that an appraiser is an
independent contractor for purposes of
this rule if the appraiser is treated as an
independent contractor by the AMC for
purposes of Federal income taxation.

a. Distinction Between Employees and
Independent Contractors in Determining
Panel Membership

The definition of “appraisal
management company’’ in section
1121(11) provides that an entity will be
treated as an AMC subject to State
registration if it has an “appraiser
network or panel” of more than 15
State-certified or State-licensed
appraisers in a State or 25 or more
appraisers nationally (meaning two or
more States) within a given year.45
Section 1121(11) does not specify

4412 U.S.C. 3350(11).
4512 U.S.C. 3350(11).

whether a “network or panel”” consists
of employees of an AMC or independent
contractors retained by the AMGC (or
both). However, by including only
independent contractors with the AMC,
the proposed and adopted definition of
“appraiser panel” reflects the approach
taken by the majority of States that have
adopted AMC registration laws or have
proposed AMC laws 46 and reflects the
Agencies’ understanding that AMCs
typically engage appraisers as
independent contractors under the
current AMC business model.4” Section
34.211(e) also reflects the definition of
AMC in section 1121(11), which
outlines typical tasks carried out by
AMCs, including as “contract[ing] with
licensed and certified appraisers.” 48 As
discussed above in the section-by-
section analysis of § 34.211(c), the
definition of AMC and its description of
appraisal management services does not
include directly performing appraisals
through the AMC’s own employees—
rather, AMCs contract with external
third parties to perform appraisals.49
The method for calculating whether
an entity has an “appraiser network or
panel” of more than 15 State-certified or
State-licensed appraisers in a State or 25
or more appraisers nationally (meaning
two or more States) within a calendar
year or 12-month period under State law
is discussed further under the section-
by-section analysis of § 34.212, below.
The Agencies requested comment on
the proposed definition of “appraiser
panel” and on the alternative of
defining this term to include employees
as well as independent contractors. (See

46 A majority of States with AMC laws define
“appraiser panel” as being comprised of
independent contractors. See, e.g., N.C. Gen. Stat.
section 93E-2-2 (defining an appraiser panel as a
network or panel of appraisers who are
independent contractors to the AMC); Vernon’s
Tex. Code Ann. Occupations Code section
1104.003(b)(3) (same); Louisiana La. Rev. Stat. Ann.
section 37:3415.2(a) (same); see also Ohio (draft
code) (same). A minority of States use a broader
definition for “‘appraiser panel” that encompasses
a combination of independent contractors and
employees. See, e.g., Cal. Bus. & Prof. Code section
11302 (defining AMC to include both independent
contractors and employees); Ark. Code Ann. section
17-14-402(2) (same); Ky. Rev. Stat. section
324A.150(2)(same). The majority approach is
consistent with the model AMC code offered by a
trade association for appraisers and the minority
approach is consistent with a model code offered
by a trade association for AMCs.

47 As discussed in the proposal, this
understanding is based on outreach conducted by
the Agencies with associations that represent AMCs
and appraisers, as well as outreach with State
appraiser certifying and licensing agencies.

4812 U.S.C. 3350(11).

49 The Agencies will monitor AMCs to assess
whether they are hiring appraisers as part-time
employees to avoid State registration requirements.
Outreach with State officials before the issuance of
the proposed rule did not indicate this is currently
occurring or at significant risk of occurring.

Question 2 in the proposal.) Some
commenters argued that employees as
well as independent contractor
appraisers should be counted as part of
an appraiser network or panel. These
commenters did not disagree with the
Agencies’ understanding that AMCs
generally use independent contractors
rather than employee appraisers. Nor
did the commenters address the key
distinction between AMCs and
appraisal firms, which is that AMCs
primarily engage third parties to
perform appraisals, whereas appraisal
firms perform appraisals directly
through employees.

As discussed above in the section-by-
section analysis of § 34.211(c), the
commenters argued that appraisal firms
should be regulated as AMCs as a matter
of policy. As such, these commenters
suggested that the distinction between
employee and independent contractor
appraisers be removed from the rule. In
support of this position, the commenters
stated that appraisal firms and AMCs
provide substantially the same services,
and therefore should both be covered by
the AMC registration and supervision
programs.

Other commenters agreed with the
employee-independent contractor
distinction, stating that defining
“appraiser panel” to be comprised only
of independent contractor appraisers
reflects the difference between the AMC
and appraisal firm business models.
Specifically, these commenters stated
that appraisal firms’ employees perform
appraisals directly, while AMCs provide
appraisal management services and
engage third-party appraisers to perform
appraisals.

The Agencies adopt in the final rule
the proposed definition of “appraiser
panel,” which includes only appraisers
who are independent contractors to an
AMC. The Agencies note the
predominance of comments in favor of
retaining the employee-independent
contractor distinction. The final rule
also reflects that the commenters who
opposed the proposed employee-
independent contractor distinction
effectively conceded that the distinction
is accurate, arguing instead that AMCs
and appraisal firms should both be
regulated as AMCs under section 1124
and implementing State laws, regardless
of the way these entities structure their
operations.?0 This larger policy question
is addressed above in the discussion of
the distinction between employees and
independent contractors as a basis for
exclusion of an appraisal firm from the
definition of an AMC. See the section-
by-section analysis of § 34.211(c)

5012 U.S.C. 3353.
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(definition of AMC), above. Moreover,
the treatment of hybrid firms will help
address the potential that a firm may try
to avoid the requirements of the rule by
using a combination of appraisers who
are employees and appraisers who are
independent contractors.

b. Definition of Independent Contractor

The Agencies requested comment on
whether the term “independent
contractor” should be defined, and if so
why and how, including whether it
should be defined based on Federal law
by using the standards or guidance
issued by the IRS or standards adopted
in other Federal regulations, such as
those issued under the Secure and Fair
Enforcement for Mortgage Licensing Act
of 2008 (SAFE Act),5? or left to State
law. (See Question 2 in the proposal.) A
number of commenters requested that
the final rule include a definition of
independent contractor, or that the rule
incorporate an external definition, for
example, IRS guidance on the
employee-independent contractor
distinction or the definition of
independent contractor in the SAFE
Act. In addition, these commenters
stated that it would be desirable to have
a standard for independent contractor
that applies in all participating States.
The commenters stated a preference for
using IRS guidance for this purpose.
One commenter disagreed, suggesting
that a single definition of the term
independent contractor is not needed.

The Agencies believe that additional
guidance on the meaning of
“independent contractor’” under the
final rule facilitates compliance and,
therefore, are amending the proposed
definition of appraiser panel
accordingly. As noted, the definition of
appraiser panel in § 34.211(e) provides
that that an appraiser is deemed an
“independent contractor”” for purposes
of this rule if the appraiser is treated as
such by the AMC for purposes of
Federal income taxation.52

5112 CFR 1008.23 (“Independent contractor
means an individual who performs his or her duties
other than at the direction of and subject to the
supervision and instruction of an individual . . .”)
(emphasis added). The SAFE Act was enacted as
part of the Housing and Economic Recovery Act of
2008, Pub. L. 110-289, Division A, Title V, sections
1501-1517, 122 Stat. 2654, 2810-2824 (]uly 30,
2008), codified at 12 U.S.C. 5101-5116.

52 For guidance on how to determine whether an
appraiser is an employee or independent contractor,
see IRS Publication 1779, “Independent Contractor
or Employee,” available at http://www.irs.gov/pub/
irs-pdf/p1779.pdf and IRS Publication 15-A,
“Employer’s Supplemental Tax Guide,” at p. 7 et
seq. (discussing factors for distinguishing
employees from independent contractors), available
at http://www.irs.gov/pub/irs-pdf/p15a.pdf.

4. Section 34.211(h): Covered
Transaction

Proposed § 34.211(h) defined a
covered transaction as any consumer
credit transaction secured by the
consumer’s principal dwelling. The
proposed definition did not limit the
definition of “covered transaction” to
Federally related transactions
(generally, credit transactions involving
a Federally regulated depository
institution, see 12 U.S.C. 3350(4)), even
though Title XI of FIRREA and its
implementing regulations have applied
historically only to appraisals for
Federally related transactions.

As stated in the proposed rule,
defining “covered transaction” to
include all consumer credit transactions
secured by the consumer’s principal
dwelling reflects the statutory text of
section 1121(11), which defines the
term ‘““‘appraisal management company,”
as in pertinent part, “‘any external third
party authorized either by a creditor of
a consumer credit transaction secured
by the consumer’s principal dwelling or
by an underwriter of or other principal
in the secondary mortgage markets.” 53

Applying coverage of the AMC rule
beyond Federally related transactions is
consistent with the structure and text of
other parts of section 1124, most of
which address appraisals generally
rather than appraisals only for Federally
related transactions. For example,
section 1124(a)(2) specifies that only
licensed or certified appraisers are to be
used for “federally related
transactions,” but sections 1124(a)(3)
and (a)(4) apply to “appraisals”
generally.5¢ In particular, the text of
section 1124(a)(4) indicates that one of
the chief purposes of the minimum
requirements for AMCs is to ensure
compliance with the valuation
independence standards established
pursuant to section 129E of TILA.55
Those standards apply to AMCs
whenever they engage in a consumer
credit transaction secured by the
consumer’s principal dwelling,
regardless of whether the transaction is
a Federally related transaction.5¢

For these reasons, the proposed rule
provided that the minimum
requirements in participating States
would apply to all entities that meet the
definition of AMC in providing
appraisal management services related
to consumer credit transactions secured
by the consumer’s principal dwelling

5312 U.S.C. 3350(11).

54 See 12 U.S.C. 3353(a)(2) (3) and (4).

5512 U.S.C. 3353(a)(4).

56 See 15 U.S.C. 1639¢(a) (defining scope); 12 CFR
1026.42(b)(1)—(2) (implementing regulations
defining scope).

for both Federally related transactions
and non-Federally related transactions.
The Agencies received one comment
that supported the proposed definition
of “covered transaction.” The Agencies
are adopting it in the final rule as
proposed. As such, a covered
transaction is defined to mean any
consumer credit transaction secured by
the consumer’s principal dwelling. For
the reasons discussed above in
describing the proposed definition, the
Agencies have determined the final rule
should not limit the definition of
“covered transaction” to consumer
credit transactions secured by the
consumer’s principal dwelling that are
Federally related transactions.

5. Section 34.211(k): Federally
Regulated AMCs

Section § 34.211(k) defines a
“Federally regulated AMC” as an AMC
that is owned and controlled by an
insured depository institution, as
defined in 12 U.S.C. 1813, or an insured
credit union, as defined in 12 U.S.C.
1752, and regulated by the OCC, the
Board, the NCUA, or the FDIC. This
definition differs from the proposed
definition only in that the reference to
the NCUA is removed, for reasons
discussed below.

Under section 1124(c), an AMC that is
a subsidiary owned and controlled by
an insured depository institution or an
insured credit union and regulated by a
Federal financial institutions regulatory
agency °7 is not required to register with
a State.?8 Proposed § 34.211(j) defined
an entity of this type as a “‘Federally
regulated AMC,” meaning an AMC that
is owned and controlled by an insured
depository institution, as defined in 12
U.S.C. 1813, or an insured credit union,
as defined in 12 U.S.C. 1752, and
regulated by the OCC, the Board, the
NCUA, or the FDIC. Under section
1124(c), a Federally regulated AMC
must follow the minimum requirements
that are applicable to a State-registered
AMC (other than the requirement to
register with a State) and is subject to
supervision for compliance with these
requirements by the appropriate Federal
financial institutions regulatory agency.
In addition, under section 1124(e), as

57 The term “Federal financial institutions
regulatory agencies” means the Board, the FDIC, the
OCC, the former OTS, and the NCUA. 12 U.S.C.
3350(6). Title III of the Dodd-Frank Act provides
that the OCC is now the Federal financial
institutions regulatory agency for Federal savings
associations. Title III of the Dodd-Frank Act also
provides that the FDIC is the Federal financial
institutions regulatory agency for State savings
associations. Finally, the Dodd-Frank Act provides
that the Board is responsible for regulation of
savings and loan holding companies.

5812 U.S.C. 3353(c).



http://www.irs.gov/pub/irs-pdf/p1779.pdf

http://www.irs.gov/pub/irs-pdf/p1779.pdf

http://www.irs.gov/pub/irs-pdf/p15a.pdf
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implemented by the proposed rule,
AMCs, including Federally regulated
AMCGs, must report to the participating
State or States in which they operate the
information required to be submitted by
the State to the ASC for administration
of the AMC National Registry. These
requirements are discussed further in
the section-by-section analysis of

§ 34.215, below.

In the proposal, the Agencies
discussed whether an AMC that is a
subsidiary owned and controlled by a
credit union (credit union service
organization or “CUSO”) would be
considered a Federally regulated AMGC,
and thus exempt from State registration
and supervision. The Agencies
indicated that an AMC, even if owned
and controlled by a credit union, would
not be a Federally regulated AMC
because the NCUA, unlike the other
banking agencies involved in this
rulemaking, does not directly oversee or
regulate CUSOs. Instead, the authority
that the NCUA exercises over CUSOs is
through its regulations that permit
Federal credit unions to invest in, or
lend to, CUSOs.59 For these reasons,
under the proposed rule, if an AMC
were owned and controlled by a credit
union (whether owned by a State or
Federally chartered credit union) it
would not be considered to be regulated
by a Federal financial institutions
regulatory agency. As such, the AMC
CUSO would be required to be
registered in accordance with applicable
State requirements in participating
States.60

The Agencies requested comment on
whether references to the NCUA and
insured credit unions should be
removed from the definition of
“Federally regulated AMC” and other
parts of the final rule to clarify that an
AMC CUSO would be subject to State
registration and supervision. (See
Question 4 in the proposal.) Some
commenters expressed concern that the
references to the NCUA and credit
unions in the proposed regulatory text
were confusing and suggested that
removing these references in the final
rule would clarify that AMC CUSOs are
subject to State registration and
supervision.

To provide clarification in the final
rule, the Agencies removed references to
NCUA and credit unions from pertinent

59 See 12 CFR part 712 (outlining requirements
relating to credit union investments in CUSOs).

60 As noted in the preamble to the proposed rule,
the NCUA has not, historically, asserted that CUSOs
or their employees are exempt from applicable State
registration and licensing regimes. See 75 FR 44656,
44659 (applying similar reasoning to the licensing
of mortgage loan originators who were employees
of CUSOs under the SAFE Act.

portions of the regulatory text defining
“Federally regulated AMC.” An AMC
owned and controlled by a credit union
(whether owned by a State or Federally
chartered credit union) is not
considered to be regulated by a Federal
financial institutions regulatory agency
under the final rule. As such, AMC
CUSOs are required to register in
accordance with applicable State
requirements.

6. Section 34.211(n): Secondary
Mortgage Market Participant

In the proposed rule, the Agencies
defined ““secondary mortgage market
participant” to implement the statutory
definition of AMC, which refers to an
entity that performs services authorized
by “an underwriter of or other principal
in the secondary mortgage markets.” 61
Proposed § 34.211(n) defined
‘“secondary mortgage market
participant” to mean a guarantor or
insurer of mortgage-backed securities, or
an underwriter or issuer of mortgage-
backed securities. The definition
included individual investors in a
mortgage-backed security only if they
also serve in the capacity of a guarantor,
insurer, underwriter, or issuer for the
mortgage-backed security.

Most commenters supported the
proposed definition of “secondary
mortgage market participant.” Some
commenters indicated that the
definition is clear and needs no further
additions or clarifications at this time,
but could at some future date to reflect
evolving conditions. One commenter
believed that the definition is
sufficiently understandable for States to
be able to write statutes and rules to
enforce the intent of the rule. Another
commenter suggested that the definition
of ““secondary market participant” is too
narrow, and that any bank or creditor
involved in lending Federally insured
funds in a transaction secured by real
estate (commercial or residential)
should be considered a secondary
market participant.

Commenters did not provide any
specific suggestions for revising the
proposed definition of secondary
mortgage market participant. As with
other aspects of the proposed rule, the
Agencies understand that changes in the
marketplace may, at some point, require
the Agencies to amend the final rule, or
may require States to amend or re-
interpret State laws. The Agencies
continue to believe, however, that the
definition of secondary mortgage market
participant is accurate at present.
Regarding the comment that banks or
creditors lending Federally insured

6112 U.S.C. 3350(11).

funds should be included, the Agencies
note that the statutory definition of
AMC distinguishes between “creditors”
and ‘“‘secondary mortgage market
participants,” 62 and therefore believe
that including originating banks or
creditors in the definition of “secondary
mortgage market participants’” would be
inconsistent with this distinction in the
statutory definition. The Agencies in the
final rule adopt the proposed definition
of secondary mortgage market
participant.

B. Section 34.212: Appraiser Panel—
Annual Size Calculation

1. Determining Appraiser Panel

Section 34.212 finalizes proposed
§ 34.212 without change, other than
revising the title from “Appraiser
Panel” to “Appraiser Panel—Annual
Size Calculation,” for clarity. Section
34.212 sets out criteria for determining
whether, within a calendar year or 12-
month period specified by State law, an
AMC oversees an appraiser panel of
more than 15 State-certified or State-
licensed appraisers in a State or 25 or
more State-certified or State-licensed
appraisers in two or more States.
Consistent with the proposal, pursuant
to § 34.212(a), an appraiser is deemed
part of the AMC’s appraiser panel as of
the earliest date the AMC accepts the
appraiser for consideration for future
appraisal assignments in covered
transactions or engages the appraiser to
perform one or more appraisal
assignments on behalf of a creditor or
secondary mortgage market participant
in a covered transaction, including an
affiliate of such a creditor or participant.
Also consistent with the proposal,
pursuant to § 34.212(b), an appraiser
who is considered to be part of the
AMC'’s appraiser panel is deemed to
remain on the panel until: (1) The date
on which the AMC sends written notice
to the appraiser removing the appraiser
from the appraiser panel; (2) the date
the AMC receives written notice from
the appraiser asking to be removed from
the appraiser panel; or (3) the date the
AMC receives notice of the death or
incapacity of the appraiser. If an
appraiser is removed from an AMC’s
appraiser panel, but the AMC
subsequently accepts the appraiser for
consideration for future assignments or
engages the appraiser at any time during
the twelve months after the appraiser’s
removal, the removal would be deemed
not to have occurred, and the appraiser
would be deemed to have been part of
the AMC'’s appraiser panel without
interruption. The Agencies included

6212 U.S.C. 3350(11).
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these procedural provisions to give
States clarity and prevent
circumvention of the registration
requirement.

The Agencies received a wide variety
of comments relating to the calculation
of appraiser panel membership under
Question 2 of the proposal. Some
commenters suggested that the approach
in the proposal, which would count
appraisers either engaged to perform
appraisals or pre-approved to do so,
would result in the unintended
consequence of limiting the number of
appraisers in AMC networks or panels.
These commenters argued that pre-
approved appraisers who have not yet
been engaged by the AMC for an
assignment should not be counted. They
argued that the proposed method of
counting appraisers would provide a
strong incentive for AMCs to limit
significantly the size of networks or
panels, given that the AMC National
Registry fee will be determined based on
the number of appraisers on an AMC’s
network or panel of appraisers. The
commenters stated that, to reduce costs,
AMCs would likely reduce the size of
appraiser panels if the proposed method
of counting appraisers were adopted as
final.

As background, the commenters
explained that AMCs maintain large
panels of pre-approved appraisers in
order to offer timely appraisal services
in a wide variety of areas, including
smaller communities and rural areas
where appraisers are engaged less often
than in more populated communities.
The commenters noted that, if the AMCs
reduce panels to actively engaged
appraisers, then real estate transactions
in small communities and rural areas
will take more time because AMCs
would not typically have pre-approved
appraisers readily available for this type
of assignment.®3 For these reasons, the
commenters requested that the Agencies
modify the proposed method of
counting appraisers in an AMC’s
network or panel to include only
appraisers who are actually engaged to
perform an appraisal during a 12-month
period.

The Agencies understand the
commenters’ concerns relating to the
panel membership and the potential for
AMG:s to reduce their appraiser
networks or panels to reduce ASC fees.
The Agencies are also cognizant of, and
concerned about, the potential adverse
effects this may have on small
communities and rural areas. However,

63 One commenter, a coalition of three AMCs,
stated the process of approving an appraiser for a
panel typically requires from one week at a
minimum to a month.

for several reasons, the Agencies decline
to amend the rule such that only
appraisers actually given assignments in
a particular year will be counted as
being on the panel. First, the Agencies
interpret sections 1124 and 1121(11) to
mean that the counting of appraisers in
determining whether an entity is subject
to the AMC minimum requirements
does not control or affect the counting
of appraisers for purposes of payment of
the AMC National Registry fee.64
Therefore, this final rule does not
address or require the collection or
calculation of these fees. Section 34.212
of the rule implements FIRREA section
1121(11) and governs how to count the
number of appraisers on a panel only for
purposes of whether an entity is an
AMC subject to the AMC minimum
requirements of this final rule, either as
an AMC registered with a State that
adopts these requirements or as a
Federally regulated AMC.65 The rule
requires AMCs to provide information
to the State or States in which they
operate, to be used in determining the
payment of the annual AMC National
Registry fee, but does not address or
control how to calculate the number of
appraisers on a network or panel for
purposes of determining the fee. The
AMC National Registry fee provisions
pertaining to the calculation,
assessment, and collection of the fee are
addressed in FIRREA section 1109(a),
which is enforced and administered by
the ASC, not by the Agencies pursuant
to section 1124.66 As such, it is the ASC,
and not the Agencies in this rulemaking,
that will determine how to calculate and
pay the AMC National Registry fee.
Second, the statute that the Agencies
are charged with implementing
expressly defines an AMC with
reference to the number of appraisers
that the AMC “oversees” on a ‘“network
or panel” in a given year, not only on
the number of appraisers to which it
actually gives assignments.6” While
commenters speculate that this
approach to defining the number of
appraisers that an AMC oversees on a
network or panel may lead to efforts to

6412 U.S.C. 3350(11) (defining an AMC subject to
the minimum requirements as, in pertinent part, an
entity with a “network or panel of more than 15
certified or licensed appraisers in a State or 25 or
more nationally (meaning two or more States)
within a given year.” 12 U.S.C. 3350(11). The
provision of the statute relevant to determining the
registry fee is in section 1109(a)(4)(B), which
provides that the fee is based on the number of
appraisers ‘“‘working for or contracting with [an
AMC] in [a] state during the previous year.”
FIRREA section 1109(a)(4)(B), 12 U.S.C.
3338(a)(4)(B).

6512 U.S.C. 3350(11).

6612 U.S.C. 3338(a), 3353.

67 FIRREA section 1121(11), 12 U.S.C. 3350(11)
(defining AMC).

evade the definition, the alternative
approach suggested by commenters of
relying only on the number of
appraisers actually used during a 12-
month period will also encourage
evasion attempts. This alternative
would allow AMCs to accumulate
relationships with large numbers of
independent contractors, advertise this
breadth of coverage, and evade the rule
by managing the actual use of appraisers
through the year.

The Agencies will monitor the effect
of the rule and the definition of AMC for
evasion and revisit the rule to the extent
appropriate and permitted by statute in
light of future developments.

2. Section 34.212(d): Annual Period for
Counting Appraisers on AMC Panel

Proposed § 34.212(d) provided two
options to States for calculating the
number of appraisers on an entity’s
panel for determining whether the
entity meets the minimum thresholds
for designation as an AMC. The first was
the 12-month calendar year and the
second was any other 12-month period
set by a State. One commenter suggested
that, to promote uniformity, all States
should be required to use the calendar
year for determining whether an entity
has the requisite number of appraisers
on its panel to qualify as an AMC.

Under the proposed rule, States
would have the flexibility to align the
12-month period for determining AMC
status with their AMC registration
calendars, which may, or may not, be
based on the calendar year. In this
regard, the Agencies are aware that
many States already do not use a
calendar year for their existing appraiser
registration process. The Agencies
believe that allowing states to set the 12-
month period provides appropriate
flexibility and will help States comply
with the minimum requirements and
reduce regulatory burden for State
governments. Thus, the Agencies adopt
§34.212(d) in the final rule without
change.

C. Section 34.213: Appraisal
Management Company Registration

1. Section 34.213(a): Minimum
Requirements for Participating States

Under proposed § 34.213(a), adopted
without change in this final rule,
participating States must have a
licensing program in place within the
State appraiser certifying and licensing
agency that has the authority to: (1)
Review and approve or deny an AMC’s
application for initial registration; (2)
review and renew or refuse to renew an
AMC’s registration periodically; (3)
examine the books and records of an
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AMC operating in the State and require
the AMC to submit reports, information,
and documents to the State; (4) verify
that the appraisers on the AMC'’s
appraiser panel hold valid State
certifications or licenses, as applicable;
(5) conduct investigations of AMCs to
assess potential violations of applicable
appraisal-related laws, regulations, or
orders; (6) discipline, suspend,
terminate, and refuse to renew the
registration of an AMC that violates
applicable appraisal-related laws,
regulations, or orders; and (7) report to
the ASC an AMC’s violation of
applicable appraisal-related laws,
regulations, or orders, as well as
disciplinary and enforcement actions
and other relevant information about an
AMC’s operations.

These authorities and mechanisms
reflected the Agencies’ interpretation of
the provisions of section 1124(a),
including the minimum requirement in
section 1124(a)(1) that AMCs be
“subject to supervision” by the State
appraiser certifying and licensing
agency.%8 The Agencies interpret section
1124(a) as being consistent with the
criteria outlined in FIRREA sections
1103, 1109, and 1118(a), which describe
the elements of State regulation of
AMCGCs that will be monitored by the
ASC.%9 For example, the ASC is
responsible for monitoring whether
States have supervision systems in place
that would allow a State to process
complaints against an AMC and conduct
investigations in connection with those
complaints.”’® The ASC is also
responsible for monitoring whether a
State takes appropriate enforcement
actions against an AMC that is found to
have violated applicable laws and
regulations.”? Consistent with the
interpretation stated in the proposal, the
Agencies continue to believe that these

6812 U.S.C. 3353(a). As stated in the proposal, the
Agencies view section 1124 as allowing the
Agencies to establish more specific requirements for
supervision and registration of AMCs that
implement the general requirements enumerated in
section 1124(a). Id. In addition, by providing that
the regulation shall “include” the requirements
enumerated in section 1124, the statute implies that
the Agencies have the discretion to establish
additional supervisory standards for State oversight
of AMCs consistent with the general requirements
specifically enumerated in section 1124(a). Id.

69 See 12 U.S.C. 3332(a)(1)(B) (requiring the ASC
to monitor requirements established by the States
for supervision of AMCs); 12 U.S.C. 3338(a)
(requiring each participating State to transmit
reports to the ASC on supervisory activities
involving AMCs and disciplinary actions taken);
and 12 U.S.C. 3347(a) (requiring the ASC to monitor
States to assess whether a State has an effective
regulatory program).

70 See FIRREA section 1103(a)(1)(B), 12 U.S.C.
3332(a)(1)(B).

71 See FIRREA sections 1109(a)(3) and 1118(a)(4),
12 U.S.C. 3338(a)(3) and 3347(a)(4).

requirements are consistent with the
enforcement and supervision authorities
underlying an effective regulatory
program and will ensure that State
appraiser certifying and licensing
agencies have the required structures for
the registration and supervision of
AMGs.

2. Section 34.213(b): Minimum
Requirements for State-Registered AMCs

The Agencies are adopting proposed
§ 34.213(b) without change. Section
34.213(b) implements FIRREA sections
1121(11) and 1124 and provides that
participating States must require State-
registered AMCs to follow certain
minimum requirements when AMCs
provide appraisal management services
for a creditor or “underwriter of or other
principal in the secondary mortgage
markets” that are related to a covered
transaction.”2 Pursuant to the minimum
requirements in § 34.213(b), an AMC
(other than a Federally regulated AMC)
is required to register with, and be
subject to supervision by, a State
appraiser certifying and licensing
agency in each State in which the AMC
operates. In addition, States must
require AMCs to verify that only State-
certified or State-licensed appraisers are
used when a creditor or secondary
mortgage market participant engages in
a transaction that requires the services
of a State-certified or State-licensed
appraiser under the Federally related
transaction regulations. A State also
must require registered AMCs to have
processes and controls reasonably
designed to ensure that the AMC, in
engaging an appraiser, selects an
appraiser who has the requisite
education, expertise, and experience to
complete competently the assignment
for the particular market and property
type. This minimum requirement
implements the requirement of section
1124(a)(2) 73 and emphasizes a core
principle of the Agencies’ FIRREA
appraisal regulation and the Interagency
Appraisal and Evaluation Guidelines,
which is that an appraiser must not only
be State credentialed and competent
generally, but also have specific
competency to perform a particular
appraisal assignment.74

7212 U.S.C. 3350(11), 3353.

7312 U.S.C. 3353(a)(2).

74 See 12 CFR 34.46(b) (OCC); see also
Interagency Appraisal and Evaluation Guidelines,
75 FR 77450, 77458 (December 10, 2010); Appraisal
Standards Board, Uniform Standards of Professional
Appraisal Practice, Appraiser Competency Rule
(2014-2015), available at The Appraisal
Foundation, https://netforum.avectra.com/eWeb/
DynamicPage.aspx?Site=TAF&WebCode=USPAP
(requiring that an appraiser have specific
competency for the appraisal assignment).

In addition, States must require an
AMC to establish and comply with
processes and controls reasonably
designed to ensure that the AMC
conducts its appraisal management
services in accordance with: (1) The
AMC’s obligations as a covered person
with respect to mandatory reporting,
conflicts of interest, and other acts or
practices that would violate valuation
independence pursuant to section
129E(a) through (i) of TILA; and (2) the
AMC'’s obligations as a creditor’s agent
with respect to appraiser compensation
pursuant to section 129E(i) of TILA, 15
U.S.C. 1639e(i).”s

As noted in the proposed rule, the
AMC minimum standards do not affect
the responsibility of banks, Federal
savings associations, State savings
associations, bank holding companies,
and credit unions for compliance with
applicable regulations and guidance
concerning appraisals. Under the
interagency appraisal rules, for example,
if an appraisal is prepared by a fee
appraiser (as opposed to in-house, by
the institution), the appraiser must be
engaged directly by the regulated
institution or its agent, and have no
direct or indirect interest, financial or
otherwise, in the property or the
transaction.”® As stated in the
Interagency Appraisal and Evaluation
Guidelines, an institution that engages a
third party, such as an AMC, to
administer any part of the institution’s
appraisal program remains responsible
for compliance with applicable laws
concerning appraisers and appraisals.””

The Agencies requested comment on
the proposed minimum requirements
for State registration and supervision of
AMGs. (See Question 6 in the proposal.)
The Agencies also asked related
questions concerning appraisal review
standards and potential challenges
States may encounter under the
proposed minimum requirements for
State registration and supervision of
AMCs. (See Questions 7 through 11 in
the proposal.) The following is a
summary of these comments, followed
by the response from the Agencies.”8

75 See 12 CFR 226.42 (Board); 12 CFR 1026.42
(Bureau).

76 12 CFR 34.45 and 164.5 (OCC); 12 CFR 225.65
(Board); 12 CFR 323.5 (FDIC); 12 CFR 722.5(NCUA).

77 See Interagency Appraisal and Evaluation
Guidelines, 75 FR 77450, 77463 (discussing third-
party arrangements).

78 The Agencies received many comments on
Question 6 concerning the proposed minimum
requirements for State registration and supervision
of AMCs. Commenters were generally supportive of
the proposed requirements. However, the
commenters made several observations and
expressed concerns with the proposed
requirements.

Continued
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For the reasons explained below, the
Agencies adopt proposed § 34.213 on
AMC registration without change in the
final rule.

a. Appraisal Review

The Agencies requested comment on
the proposal to defer consideration of
appraisal review standards to a separate
rulemaking. (See Question 7 in the
proposal). Some commenters agreed
with the Agencies that appraisal review
standards should be addressed in a
separate rulemaking. Other commenters
suggested that there are many pressing
questions concerning appraisal review
standards and that this rulemaking
should therefore incorporate such
standards.

In drafting the minimum
requirements for State registration and
supervision of AMCs, and the definition
of appraisal management services
discussed previously, the Agencies
considered whether to require AMCs to
follow minimum standards when
performing appraisal reviews. This
question was presented by section
1121(11), which includes appraisal
review as one of the types of appraisal
management services performed by
AMCGs.79 In considering this question,
the Agencies noted that FIRREA section
1110 requires a separate rulemaking
regarding the requirement that, for
Federally related transactions,
appraisals shall be subject to
“appropriate” review for compliance
with USPAP.80 As stated in the
proposal, the Agencies believe that a
rulemaking to implement section 1110
provides the appropriate opportunity to
address the requirement for appraisal
reviews.81 For this reason, the proposed
minimum standards for AMCs did not
include appraisal review standards.

Commenters identified issues that
may be appropriate for consideration in
a rulemaking pursuant to FIRREA
section 1110(3), but did not address
why those standards are more
appropriately addressed in the context
of this rulemaking rather than in a
separate rulemaking to implement
section 1110(3).82 The Agencies
continue to believe that addressing
appraisal review issues more
comprehensively in a separate
rulemaking is appropriate, rather than
doing so in a limited way as part of the
AMC rule. The appraisal review
standard of section 1110(3) applies to all

These comments overlap with comments made
concerning other questions in the proposal. As
such, Question 6 is not addressed separately.

7912 U.S.C. 3350(11).

80 FIRREA section 1110(3), 12 U.S.C. 3339(3).

8112 U.S.C. 3339(3).

8212 U.S.C. 3339(3).

regulated financial institutions subject
to the appraisal rules of the Federal
financial institution regulatory agencies,
not just appraisals for which one of
those firms uses an AMC to engage an
appraiser. In addition, most commenters
supported a separate rulemaking on
appraisal review standards. For these
reasons, consistent with the proposal,
the final rule does not contain appraisal
review standards.

b. Barriers to Implementation of AMC
Minimum Requirements

The Agencies also asked about
whether any barriers existed for States
in implementing the proposed AMC
minimum requirements. (See Question 8
in the proposal). In response, the
Agencies received several comments
indicating concern that States might not
have adequate funding or resources to
implement or enforce the proposed rule.
Other commenters expressed the view
that the requirement to establish
authorities and mechanisms to examine
the books and records of an AMC could
be subject to different interpretations by
each State, and that the Agencies’
expectations should be clarified. A third
set of commenters indicated additional
guidance is needed on the expectations
for States engaging in examinations of
AMCs. One commenter believed that
States should be given the option to
register AMCs for longer than a period
of one year. See proposed § 34.212
(requiring an annual count of appraisers
on an entity’s panel to determine
whether the entity is subject to State
registration requirements pursuant to
the proposed rule). The commenter
indicated that many States allow
appraiser registration for longer periods
and that doing so for AMCs might
facilitate implementation of the rule by
States.

The Agencies are aware of, and
sensitive to, the adequacy of
participating States’ resources to
supervise AMCs in the manner
contemplated by FIRREA section 1124.
It is the Agencies’ understanding,
however, that many States that have
already established AMC laws and
registration programs have collected
fees from AMCs, in part to offset the
costs of the registration and supervision
programs, using authority under State
law. Nothing in this rule would prevent
these States, or States that choose to
become participating States, from
continuing to charge fees to AMCs in
the future.83 The Agencies also note that

83 This approach is consistent with the States’
approach to registering appraisers. The Agencies
understand that State appraiser certifying and
licensing agencies have collected fees from

the registration and supervision of
AMCs is voluntary, and that a State may
elect not to establish such a program for
any reason, including if its resources do
not support such a program.

With respect to the request that the
Agencies set standards for State
supervision of AMCs, the Dodd-Frank
Act section 1473 amended FIRREA to
confirm clearly the States’ ability to
exercise registration and supervisory
capacities over AMCs, which the State
can exercise using its own discretion,
based on the individual State’s
enforcement priorities.84 As such, the
Agencies leave supervisory standards to
the discretion of the States and to the
ASC, which is charged under Title XI of
FIRREA with evaluating the efficacy of
State registration and supervision of
AMCGs.

Regarding the request that States be
able to register AMCs for longer than a
year, the Agencies defer to individual
States, but note that the requirement for
an annual count of appraisers on an
entity’s panel is statutory. Specifically,
the definition of AMC in FIRREA
section 1121(11) bases whether an entity
is an AMC on the number of appraisers
on an entity’s panel “within a given
year.” 85 Regarding whether a two-year
AMC National Registry fee collection
program is permissible or feasible, the
Agencies defer to the ASC, which
administers the relevant portion of
FIRREA.86 Specifically, FIRREA section
1109(a)(4) requires States to submit
AMC fees for the AMC National Registry
to the ASC annually.8?

While the registration fee cycle is
dictated by section 1109(a)(4), any
additional licensing fees or any other
associated fees charged by the State can
be charged based on the State’s
determination of an appropriate cycle.88
The Agencies do not see a need to make
any changes from the proposed version
of the rule to clarify the annual
registration cycle requirement in the
final rule.

c. Trainee Appraisers

The Agencies received one comment
on the requirement that States must
verify that the appraisers on an AMC’s
panel hold valid States licenses and
certifications (see proposed
§ 34.213(a)(4)). This commenter
expressed concern that the requirement

appraisers for administering national appraiser
registration for many years.

8412 U.S.C. 3346.

8512 U.S.C. 3350(11).

86 FIRREA section 1109(a)(4), 12 U.S.C. 3338(a)(4)
(requiring States to submit AMC fees for the
National Registry to the ASGC annually).

8712 U.S.C. 3338(a)(4).

8812 U.S.C. 3338(a)(4).
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could be interpreted by some States to
prohibit appraisers from using trainees
to assist with assignments.

The Agencies are adopting proposed
§34.213(a)(4) with a minor non-
substantive change. New § 34.213(a)(4)
requires States to verify that the
appraisers on an AMC’s appraiser
panel—as defined in § 34.211(e)—hold
valid State certifications or licenses, as
applicable. The Agencies are removing
references to a “list,” “network,” or
“roster”” because these terms are
incorporated into the definition of
“appraiser panel” in § 34.211(e).
Regarding the concerns about whether
trainee appraisers may be used in light
of this requirement, § 34.213(a)(4) is not
intended to imply any changes in the
current requirements for their use. The
requirement in § 34.213(a)(4)
complements the requirement in
proposed § 34.213(b)(2) (adopted as
final without change) that AMCs must
use only State-licensed or State-certified
appraisers for Federally related
transactions. Both are intended to
implement FIRREA section 1124(a)(2),
under which the Agencies must require
States to require AMCs to use only
State-licensed or certified appraisers for
Federally related transactions.8®

The trainee appraiser designation
established by the Appraiser
Qualifications Board (AQB) of the
Appraisal Foundation requires trainees
to work under the supervision of a
qualified supervisory appraiser, as
authorized by section 1122(e).9° The
Agencies continue to support the use of
trainee appraisers as long as they work
under the supervision of a State-
certified and or State-licensed appraiser
and have met the qualifications
established by the appropriate State and
the AQB. As such, the requirement in
section 1124(a)(2) and the proposed and
final rules should not be interpreted to
bar trainee appraisers from working
with State-certified or State-licensed
appraisers who perform appraisals for
AMCs, which is authorized by section
1122(e).91 The final rule amends
proposed § 34.213(b)(2), by substituting
the term “‘engage” for the term “use” to
clarify that an appraiser may work with
a trainee appraiser on an appraisal, but
only the appraiser may be “engaged” by
the AMC to perform appraisals. In a
Federally related transaction, an AMC
may engage only a State-certified or
State-licensed appraiser.

8912 U.S.C. 3353(a)(2).
9012 U.S.C. 3351(e).
9112 U.S.C. 3351(e), 3353(a)(2).

d. Valuation Independence

The Agencies received comments on
proposed § 34.213(b)(5), which requires
participating States to require AMCs to
establish and comply with processes
and controls reasonably designed to
ensure that the AMC conducts its
appraisal management services in
accordance with the requirements of the
valuation independence requirements of
TILA section 129E.92 These commenters
requested that the final rule clarify the
extent to which States are expected to
investigate and enforce TILA section
129E and its implementing regulations,
which includes the requirements to pay
appraisers customary and reasonable
fees. These commenters also expressed
concern that States might interpret these
rules differently, potentially in ways
that may conflict with Federal
interpretations.

In response to the comments, the
Agencies note that, pursuant to section
1124(a)(4), States must require AMCs to
require that appraisals are conducted in
accordance with the valuation
independence requirements of section
129E(a) through (i) of TILA.93 The
Agencies proposed to implement this
requirement by mandating that
participating States require AMCs to:

o Establish and comply with
processes and controls reasonably
designed to ensure that the AMC, in
engaging an appraiser, selects an
appraiser who is independent of the
transaction and who has the requisite
education, expertise, and experience
necessary to competently complete the
appraisal assignment for the particular
market and property type; and

¢ Establish and comply with
processes and controls reasonably
designed to ensure that the AMC
conducts its appraisal management
services in accordance with the
requirements of section 129E(a)—(i) of
the Truth in Lending Act, 15 U.S.C.
1639e(a)—(i), and regulations
thereunder.

See proposed § 34.213(b)(3) and (4).

Questions about what mechanisms a
State agency may use to assess a party’s
compliance in connection with any
authority the State has to commence a
civil action to enforce section 129E of
TILA are outside the scope of this
rulemaking.94 This final rule sets
minimum standards for States to adopt
in establishing a State program for
registering and supervising AMGCs. Once
adopted by a State, these minimum
standards become part of the State’s

9215 U.S.C. 1639e.
9312 U.S.C. 3353(a)(4), 15 U.S.C. 1639e.
9415 U.S.C. 1639e.

legal framework for licensing and
registering AMCs. Questions concerning
what authority a State may confer on its
own agency to supervise for and enforce
compliance with the State’s licensing
and registration program are also
outside the scope of this rulemaking.

3. Other Issues
a. The 36-Month Implementation Period

The Agencies asked for comment on
whether aspects of the proposed rule
would be challenging for States to
implement within 36 months. (See
Question 9 in the proposal.) The
Agencies also asked States to identify
alternative approaches that would make
implementation easier. Seven
commenters stated that 36 months does
not give States enough time for
implementation and that the 36-month
implementation period should begin
after the ASC establishes the AMC
National Registry and has issued its
clarifying regulations. One commenter
asserted that States would have
difficulty beginning the implementation
process until the ASC issued its
regulations. Other commenters
expressed concerns that the ASC would
be unable to set up a functioning AMC
National Registry and issue its clarifying
regulations within 36 months after this
final rule is issued.

The Agencies note that Congress
specifically provided for a 36- to 48-
month implementation period before
restrictions are imposed on AMCs in
States that have not yet participated.
This 36-month implementation period
is set pursuant to section 1124(f), which
also provides for a potential 12-month
extension if the ASC finds that a State
has made substantial progress towards
implementing an AMC registration and
supervision program.®> Thus, only the
ASC, and not the Agencies, may extend
the implementation period beyond 36
months. The Agencies anticipate that
concerns about the 36-month period and
the need for registry regulations will be
addressed by the ASC. In response to
the concern expressed by the
commenters, however, the Agencies are
adopting changes to the proposed
definitions that relied on cross-
references to Regulation Z, 12 CFR part
1026 rule, by substituting the text of
these definitions for the cross
references. As noted in the section-by-
section analysis of § 34.211, above, the
Agencies believe that these changes
mitigate the potential obligations of
States to update, clarify, or amend State
law or its interpretations as Regulation
Z is amended over time, or if the

95 FIRREA sections 1124(f)(1) and (2), 12 U.S.C.
3353()(1) and (2).
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numbering of definitions in Regulation
Z changes.

b. Potential Differences Between State
Laws and the Proposed AMC Rule

The Agencies asked for comment on
whether there are questions raised by
any differences between State laws and
the proposed rule and whether those
differences should be addressed in the
final rule. (See Question 11 in the
proposal.) As noted, one commenter
suggested that, to promote uniformity,
all States should be required to use the
calendar year for determining whether
an entity has the requisite number of
appraisers on its panel to qualify as an
AMC. These comments were addressed
in the section-by-section analysis of
§34.212(d), above.

c. Voluntary Nature of State Adoption of
AMC Registration and Supervision
Programs

As described earlier in this preamble,
the Agencies have interpreted section
1124 to mean that there is no
requirement for States to adopt
programs for registration and
supervision of AMGCs.9 Rather, if a State
chooses not to adopt such a program,
AMCs located in that State may not
provide appraisal management services
for Federally related transactions, unless
the AMCs are Federally regulated. To
qualify to provide appraisal
management services for Federally
related transactions, a State program
must include the minimum
requirements for registration and
supervision of AMGs in section 1124
and in the final rule.®”

The Agencies received a number of
comments concerning the Agencies’
interpretation of the statute and the
conclusion that adoption by States of
AMC registration and supervision
programs is voluntary and optional.
These commenters argued that, in non-
participating States, non-Federally
regulated AMCs will be at a competitive
disadvantage, because these AMCs will
be barred by statute from providing
appraisal management services for
Federally related transactions. In
addition, the commenters argued that
interpreting State adoption of the
minimum requirements to be voluntary
would burden lenders. These
commenters asserted that, in non-
participating States, lenders would have
to set up in-house appraisal
management staff, which would raise
the costs of lending. In addition, the
commenters argued that, in non-
participating States, consumers would

9612 U.S.C. 3353.
9712 U.S.C. 3353.

be affected adversely by increased costs
for appraisals and delays arising from
the absence of AMCs in the
marketplace. These commenters also
suggested that either the Agencies or the
ASC should serve as a “back-up”
regulator to register and supervise
AMG:s in non-participating States. These
commenters suggested that this
alternative would address the same
policy concerns they expressed in
arguing for mandatory State
participation.

In response to these comments, the
Agencies note first that section 1124(a),
by its plain terms, does not require any
State to adopt an AMC registration and
supervision program.%8 Nor is there a
stated penalty for a State that declines
to do so. Rather, under section 1124(f),
an AMC (that is not Federally regulated)
in a non-participating State is barred
from providing appraisal management
services for Federally related
transactions.?? The Agencies note that
38 States have already adopted AMC
programs.19° The commenters also
provided no substantiating basis to
support the commenters’ warning that
lending will be inhibited or more costly
in non-participating States. If after the
36-month period following issuance of
the final rule (or any extended period
permitted by the ASC), a State has not
yet adopted an AMC registration and
supervision program, many options
exist for creditors to obtain appraisals
for Federally related transactions.
Creditors that do not wish to hire in-
house appraisers can engage third-party
appraisers directly.101 Smaller AMCs
(those that have fewer than 15
appraisers in the State on their panel or
fewer than 25 appraisers in two or more
States) as well as Federally regulated
AMC:s can still perform services in

9812 U.S.C. 3353(a).

9912 U.S.C. 3353(f).

100 One commenter, an AMC, highlighted a report
by a Hawaii State auditor regarding a proposed bill
in the Hawaii legislature that concerns the
registration of AMCs. The commenter argued that
this report provided evidence that Hawaii would
not adopt an AMC law. The auditor’s report,
however, does not indicate that it would be
inappropriate for a State to participate in the AMC
regulatory system established under section 1124.
Rather, the report opined that the particular
proposed bill would not be the appropriate method
of participation for various reasons, including that
the regulation of AMCs should not be managed by
the State real estate commission. See Auditor of the
State of Hawaii Report 10-07 (Sept. 2010) at 4,
Sunrise Analysis: Real Estate Appraisal
Management Companies, (Sept. 2010) at 4, available
at http://files.hawaii.gov/auditor/Reports/2010/10-
07.pdf.

101 The valuation independence provisions of
TILA section 129E and its implementing regulations
do not require use of AMCs. 15 U.S.C. 1639e,
implemented at 12 CFR 226.42 (Board) and 12 CFR
1026.42 (Bureau).

Federally related transactions. AMCs
that exceed the statutory size threshold
may also continue to service
transactions that are not Federally
related and, if the State does later
participate, can also then provide
services in Federally related
transactions.

Some commenters suggested that the
Agencies or the ASC step in to register
and supervise AMCs in non-
participating States. Neither section
1124 nor FIRREA authorizes either the
Agencies or the ASC to serve as a “‘back
up”’ regulator for registration and
supervision of AMCs.192 The Agencies
are only permitted to directly supervise
Federally regulated AMGCs, as discussed
in the section-by-section analysis of
§34.215, below.

D. Section 34.214: Registration
Limitations

Section 34.214 finalizes proposed
§ 34.215, which placed certain
limitations on whether an AMC
(whether or not Federally regulated)
may be registered in a State or included
in the AMC National Registry. Proposed
§34.215 was based on section 1124(d),
which provides that an AMC shall not
be registered by a State or included on
the AMC National Registry if the
company, in whole or in part, directly
or indirectly, is owned by any person
who has had an appraiser license or
certificate refused, denied, cancelled,
surrendered in lieu of revocation, or
revoked in any State.103 Section 1124(d)
provides further that each person who
owns more than 10 percent of an AMC
must be of good moral character, as
determined by the State appraiser
certifying and licensing agency, and
must submit to a background
investigation carried out by the State
appraiser certifying and licensing
agency.104

To implement this provision,
proposed § 34.215(a)—finalized in
substantially similar form at
§ 34.214(a)—provided that an AMC may
not be registered by a State or included
on the AMC National Registry if such
company, in whole or in part, directly
or indirectly, is owned by any person
who has had an appraiser license or
certificate refused, denied, cancelled,
surrendered in lieu of revocation, or
revoked in any State. As the Agencies
noted in the proposal, section 1124(d)
states clearly that the limitations
regarding appraiser licensure and
certification determine both whether an
AMC may be “‘registered by a State” and

10212 U.S.C. 3353.
10312 U.S.C. 3353(d).
10412 U.S.C. 3353(d).



http://files.hawaii.gov/auditor/Reports/2010/10-07.pdf

http://files.hawaii.gov/auditor/Reports/2010/10-07.pdf
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whether an AMC may be “included on
the national registry’”” of AMCs.105

In addition, proposed § 34.215(b)—
finalized at § 34.214(b)—provided that,
for AMCs seeking to be registered in a
State, each person who owns more than
10 percent of an AMC must be of good
moral character, as determined by the
State appraiser certifying and licensing
agency, and must submit to a
background investigation carried out by
the State appraiser certifying and
licensing agency. Under the proposal,
this limitation would apply to Federally
regulated AMCs only if they seek to
register voluntarily with a State. Under
the proposal, these threshold
requirements concerning licensure
would be ongoing obligations for State
appraiser certifying and licensing
agencies. As such, a State would be
expected to review whether an AMC
meets the proposed ownership
limitations, as described in the statute
and in proposed § 34.215 (finalized at
§ 34.214), at the time of registration of
an AMC, and at the time of renewal of
the AMC license each year, or more
frequently as determined necessary by
that State.

1. Section 34.214 (a): Technical Versus
Substantive Licensing Violations

Some commenters suggested that the
Agencies consider circumstances in
which an appraiser’s license lapsed or
was revoked for technical reasons
unrelated to the quality of appraisals
performed by the appraiser. They
asserted that being barred from owning
an AMC eligible for registration in a
State or included in the AMC National
Registry in these cases is potentially
unfair. One example of this is when an
appraiser neglects to renew his or her
appraiser’s license on time. Depending
on the State law, an appraiser would
typically be able to be reinstated,
pending payment of certain penalties. In
this situation, the lapse in the
appraiser’s license is unrelated to fraud
or a failure to perform an appraisal in
compliance with USPAP.

The Agencies agree that non-
substantive grounds for the revocation
of an appraiser’s license should not be
construed to be within the scope of the
registration limitations in section
1124(d).196 In connection with this, the
Agencies agree that an appraiser who is
subsequently reinstated by the State
appraiser certifying and licensing
agency should not be within the scope
of the registration limitations. For
example, if an appraiser’s license lapses
for non-payment of fees, and the

10512 U.S.C. 3353(d).
10612 U.S.C. 3353(d).

appraiser is later reinstated by the State
appraiser certifying and licensing
agency after meeting his or her
obligation, the appraiser should not be
barred from owning an AMC. If,
however, an appraiser’s license or
certificate is revoked, for example, for
violations of the TILA independence
standards or for failure to comply with
USPAP, an AMC owned wholly or in
part by that appraiser should not be
eligible to register in a State or appear
on the AMC National Registry. For these
reasons, the final rule clarifies that an
appraiser is subject to the ownership
ban if the revocation of the appraiser’s
license or certification was for a
substantive cause, as determined by the
State certifying and licensing agency.

2. Other Issues

Some commenters expressed concern
that States may not be able to obtain the
information to determine whether an
appraiser license has been revoked in
another State. One commenter requested
guidance on how to approach the moral
character registration requirement
within a corporate structure.
Specifically, the commenter inquired
about whether a State must review
issues related to moral character to
owners beyond the AMC, for example to
a holding company. Another commenter
suggested that the Agencies define
“good moral character” rather than
leaving it to participating States to adopt
their own definition.

With respect to the commenters’
questions concerning the details and
logistics of a State’s investigation of an
applicant for presence of the registration
limitation factors, the Agencies believe
that it is desirable to afford flexibility to
the States, many of which currently
perform background investigations in
connection with various licensing
regimes, to establish appropriate
procedures and the scope of the
background investigations to be
performed by that particular State. The
statute establishes the ASC as the
agency that oversees the adequacy of
State AMC registration and investigation
procedures. Similarly, with respect to
the comment suggesting the final rule
define “good moral character” in a
manner that all participating States
would be required to adopt, the
Agencies note that section 1124
provides for the good moral character
limitation to be applied “as determined
by the State.” Thus, consistent with the
statute, the final rule defers to the
participating States to make
determinations as to the scope of the

good moral character requirement.107 In
overseeing implementation by
participating States, the ASC potentially
could provide input as well.

Finally, the Agencies are also
clarifying in § 34.214(a) that the section
regarding registration limitations
applies to AMCs required to register
with a State, not to Federally regulated
AMCs (unless they voluntarily wish to
register with a State). Accordingly, the
title of this section has been revised
from ‘‘Registration limitations” to
“Ownership limitations for AMCs
registering in a State.” As discussed in
the section-by-section analysis of new
§ 34.215(b), below, for clarity the
Agencies added a separate provision
regarding limitations on Federally
regulated AMCs being included on the
AMC National Registry, also pursuant to
section 1124(d).108

E. Section 34.215: Requirements for
Federally Regulated AMCs

Section 1124(c) provides that AMCs
that are owned and controlled
subsidiaries of an insured depository
institution or an insured credit union
and regulated by a Federal financial
institutions regulatory agency, are not
required to register with a State.109
These Federally regulated AMCs are,
however, subject to the same minimum
requirements as AMCs that are not
regulated by a Federal financial
institutions regulatory agency.

1. Section 34.215(a): Requirements in
Providing Services

Section 34.215(a) finalizes without
change the proposed § 34.214(a)
concerning requirements for Federally
regulated AMCs. Pursuant to proposed
§ 34.214(a), Federally regulated AMCs
were subject to the same substantive
standards that were proposed for non-
Federally regulated AMCs. Specifically,
pursuant to § 34.214(a), Federally
regulated AMCs were required to have
systems in place to ensure that only
State-certified or State-licensed
appraisers perform appraisals for
Federally related transactions; that
appraisers with the requisite education,
expertise, and experience necessary for
the assignment are used; that appraisals
comply with USPAP; and that the

107 State appraiser boards also have experience
applying the “good moral character” standard,
which is a common element of appraiser licensure
standards already. See, e.g., Virginia 18 VAC 130-
20-30(1); Pennsylvania Code Ch. 36.12(a); Michigan
Code Ch. 339.2610; Missouri Code Ch. 339.511(2);
N.J. S.A. Title 45 Ch. 14F—10(b).

10812 U.S.C. 3353(d).

10912 U.S.C. 3353(c). However, nothing in the
proposed rule would prohibit a Federally regulated
AMC from registering with a State if the State
permitted it to do so.
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valuation independence requirements of
TILA section 129E are met.11°

2. Section 34.215(b): Ownership
Limitations for Federally Regulated
AMCs

Section 34.215(b) reflects a non-
substantive revision to the proposal.
This provision implements limitations
on inclusion in the AMC National
Registry for Federally regulated AMCs
pursuant to section 1124(d) and
reorganizes them into a separate section
for Federally regulated AMCs.111 The
proposed rule folded the limitations on
Federally regulated AMCs into proposed
§ 34.215 (Registration limitations),
which also addressed limitations on
AMGs that are required to register with
a State.

For clarity, the final rule separates the
ownership limitations on AMCs
required to register with States
(proposed § 32.215; finalized in
§ 34.214) from the ownership
limitations on Federally regulated
AMGs that can be included on the AMC
National Registry (§ 34.215(b)).
Specifically, § 34.215(b) states that a
Federally regulated AMC shall not be
included on the AMC National Registry
if such AMC, in whole or in part,
directly or indirectly, is owned by any
person who has had an appraiser license
or certificate refused, denied, cancelled,
surrendered in lieu of revocation, or
revoked in any State for a substantive
cause, as determined by the State.
Section 34.215(b) also provides that an
AMC is not barred by § 34.215(b) from
being included on the AMC National
Registry if the license or certificate of
the appraiser with an ownership interest
in the AMC has been reinstated by the
State or States in which the appraiser
was licensed or certified.

3. Section 34.215(c): Reporting
Information for the AMC National
Registry

As part of being included on the AMC
National Registry, the proposed rule
required Federally regulated AMCs to
provide to each participating State in
which the AMC operates the
information required by the ASC for
administration of the AMC National
Registry. Specifically, under proposed
§ 34.214(b), Federally regulated AMCs
would have been required to provide
information relating to the
determination of the AMC National
Registry fee and the information needed
to determine whether the ownership
limitations under proposed § 34.215

110 See section 129E of TILA, 15 U.S.C. 1639e
(implemented at 12 CFR 1026.42).
11112 U.S.C. 3353(d).

(finalized as § 34.215(b), discussed
above) apply. Finally, the proposed rule
directed Federally regulated AMCs to
contact the ASC concerning alternative
means for submitting the information
outlined in § 34.214(b), in the event a
State did not convey the information.

The Agencies received comments
concerning the requirement that States
convey information on Federally
regulated AMCs to the ASC, which
many commenters addressed when
responding to a specific question in the
proposal concerning potential barriers
to a State providing the necessary
information to the ASC, as discussed
below.

The Agencies asked for comment on
whether there may be barriers to
collecting information on Federally
regulated AMCs for the ASC. (See
Question 10 in the proposal.) A number
of commenters expressed the view that
the supervision and handling of
Federally regulated AMCs should be
done by the ASC, not by the States.
Other commenters expressed concern
that States do not have a way to identify
a Federally regulated AMC. Another set
of commenters suggested that States
would have difficulty with collecting
information concerning Federally
regulated AMCs because they do not
have a process for the collection of such
information. A few other commenters
argued that States do not have authority
over Federally regulated AMCs, which
would make it impossible to police the
collection requirement. Some
commenters suggested that requiring
States to collect information on
Federally regulated AMCs amounted to
an unfunded mandate, particularly if
State law prohibited an agency from
collecting a fee from an entity it does
not license or regulate. These
commenters argued that States should
be compensated for collecting
information from Federally regulated
AMCGs.

The Agencies note that the proposed
and final rules do not implement the
statutory requirement for States to
collect the AMC National Registry fee,
nor do they determine the process for
collection. The collection of the fee is
provided for pursuant to FIRREA
section 1109 and will be implemented
by the ASC, not the Agencies as part of
this joint rulemaking.112 In addition, the
Agencies note that the requirement for
States to collect fees from Federally
regulated AMCs is statutory.113 Under
FIRREA section 1109(a)(4)(B),
participating States are required to

11212 U.S.C. 3338.

113 See section 1109(a)(4)(B), 12 U.S.C.
3338(a)(4)(B).

collect an annual ASC fee from each
AMC that is registered with the States
or operated as a subsidiary of a
Federally regulated financial
institution.114

In FIRREA section 1124(e), the
Agencies are charged with jointly
promulgating regulations for the
reporting of the activities of AMCs to
the ASC in determining the payment of
the AMC National Registry fee.115 The
Agencies interpret FIRREA sections
1109(a)(4)(B) and 1124(e) together to
require States to collect information
related to the determination of the fee
for Federally regulated AMCs operating
in their States.116 Therefore, in
§ 34.215(c), the Agencies are adopting
the proposal to require Federally
regulated AMCs to submit information
required for the AMC National Registry
to the States in which they operate
without substantive change.

Specifically, new § 34.215(c) requires
Federally regulated AMCs to report to
the State or States in which they operate
the information required to be
submitted by the State to the ASC,
pursuant to policies that will be
developed and issued by the ASC
regarding the determination of the AMC
National Registry fee, including but not
necessarily limited to information
related to the ownership limitations in
§ 34.215(b). These ownership
limitations relate to determining the
AMC National Registry fee because the
limitations determine whether an AMC
is eligible to be included in the Registry
in the first instance.

The Agencies understand
commenters’ concerns about States
collecting information from Federally
regulated AMCs and submitting it to the
ASC. As discussed, the Agencies
interpret the statute to require that
participating States have a mechanism
for collecting information from
identified Federally regulated AMCs
operating in their States and submitting
it to the ASC. However, the Agencies
emphasize that this final rule does not
require States to identify Federally
regulated AMCs operating in their
States, nor are they responsible for
supervising or enforcing a Federally
regulated AMC’s compliance with
information submission requirements
related to the AMC National Registry.
Rather, the Federal agencies overseeing
Federally regulated AMCs are
responsible for supervising and
enforcing the compliance of Federally
regulated AMCs with these
requirements, including whether the

11412 U.S.C. 3338(a)(4)(B).
115 See FIRREA section 1124(e), 12 U.S.C. 3353(e).
116 See 12 U.S.C. 3338(a)(4)(B), 3353(e).
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AMC identifies itself to the State and
submits required information. States are
also not required to assess whether any
licensing issues in that State of owners
of a Federally regulated AMC disqualify
the AMC from being on the AMC
National Registry, pursuant to the
ownership limitations in § 34.215(b).
The final rule defers to the ASC to
determine whether the cause of an
appraiser license issue arose was
“substantive.” The Agencies are
sensitive to concerns raised about the
cost to States of collecting and remitting
information regarding Federally
regulated AMCs. The final rule does not
bar a State from collecting a fee from
Federally regulated AMCs to offset the
cost of collecting the AMC National
Registry fee and the information related
to the fee. In addition, pursuant to
section 1109(b)(5), the ASC has the
authority to provide grants to State
appraiser certifying and licensing
agencies to support the efforts of such
agencies to comply with Title XI of
FIRREA, including in connection with
implementation of the AMC National
Registry.117 Finally, the Agencies
consulted further with the ASC
regarding the proposal to give Federally
regulated AMCs the alternative to report
information directly to the ASC, for
example, when operating in a non-
participating State that is not collecting
information. Due to operational
challenges raised by the ASC, the
Agencies are removing this alternative
from the final rule. However, the
Agencies recognize that practical
challenges may arise as the minimum
requirements are adopted in States and
reporting requirements take effect and
will be monitoring these issues.

F. Section 34.216: Information To Be
Presented to the ASC by Participating
States

Section § 34.216 is adopted without
change from proposed rule. Pursuant to
§ 34.216, States that establish AMC
registration and supervision programs
are required to submit to the ASC the
information regarding AMCs required
by ASC regulations and guidance. This
provision implements the requirement
in section 1124(e) for the Agencies to
establish these reporting requirements.

The Agencies did not receive
comments specifically relating to
§34.216; however, as discussed above
in response to questions concerning
potential barriers to State registration
and supervision of AMCs, some
commenters expressed concern
regarding the costs of collecting
information related to fees and the

11712 U.S.C. 3338(b)(5).

registration limitations, as well as the
logistics of doing so with respect to
Federally regulated AMCs.118 As
discussed above in the section-by-
section analysis of § 34.213, the
Agencies are aware that there are States
that currently charge AMCs a fee to
offset administrative costs and could
continue to do so. The Agencies also
believe that cost concerns may be
addressed by the ASC, through its
authority to provide grants to States to
assist States in complying with Title XI
of FIRREA. The Agencies expect that the
ASC will work with both the States and
the Agencies to address logistical issues
as the final rule is implemented.

G. Integration of FDIC and OTS Rules
on Appraisals

The FDIC proposed to integrate its
appraisal regulations for both
nonmember banks and State savings
associations. Specifically, the FDIC
proposed to rescind 12 CFR part 390,
subpart X (part 390, subpart X), of the
former OTS regulation entitled
“Appraisals.” The FDIC did not receive
any comments specifically relating to
the integration of the former OTS rules
on appraisals. The final rule implements
this authority by rescinding the former
OTS regulatory provisions on appraisals
pertaining to State savings associations,
as these entities are now covered by the
FDIC’s appraisal rules.

IV. Statutory Implementation Period

Pursuant to section 1124(f)(1), the
limitation that applies to AMCs
operating without registering with a
participating State will apply as of 36
months from the effective date of this
final rule.119 As a result, States electing
to participate have 36 months from
August 10, 2015 to establish an AMC
registration and supervision program
that meets the minimum requirements
in this final rule and register AMCs
seeking to provide appraisal
management services related to
Federally related transactions in the
State before this limitation begins to
apply. Subject to the approval of the
FFIEC, the ASC may extend this period
by an additional 12 months if it makes
a written finding that a State has made
substantial progress towards
implementing a registration and
supervision program for AMCs that
meets the standards in Title XI of
FIRREA. The compliance date for the
final rule for Federally regulated AMCs
is 12 months after the effective date of

118 The commenters, however, did not offer data
on what volume or burden the collection of
information and transmission process would be
expected to pose.

11912 U.S.C. 3353(f).

this final rule with respect to practice
requirements in § 34.215(a). This 12-
month compliance date will allow
Federally regulated AMCs time to
develop the processes and controls
required by this final rule. The
compliance date for AMCs that are
regulated by States will be determined
by each State.

V. Regulatory Analysis
Paperwork Reduction Act

Certain provisions of the final rule
contain “information collection”
requirements within the meaning of the
Paperwork Reduction Act (PRA) of 1995
(44 U.S.C. 3501 et seq.). Under the PRA,
the Agencies may not conduct or
sponsor, and, notwithstanding any other
provision of law, a person is not
required to respond to, an information
collection unless the information
collection displays a valid Office of
Management and Budget (OMB) control
number. The information collection
requirements contained in this final rule
were submitted to OMB for review and
approval at the proposed rule stage by
the FDIC, FHFA, and OCC pursuant to
section 3506 of the PRA and section
1320.11 of the OMB’s implementing
regulations (5 CFR part 1320). OMB
instructed the agencies to examine
public comment in response to the
proposed rule and describe in the
supporting statement of their next
collections any public comments
received regarding the collection as well
as why (or why it did not) incorporate
the commenter’s recommendation. The
Agencies received no public comments
regarding the collection. The Board
reviewed the proposed rule under the
authority delegated to the Board by
OMB.

The collection of information
requirements in the final rule are found
in §§34.212—-34.216. This information is
required to implement section 1473 of
the Dodd-Frank Act.

Title of Information Collection:
Minimum Requirements for Appraisal
Management Companies.

OMB Control Nos.: The Agencies will
be seeking new control numbers for
these collections.

Frequency of Response: Event
generated.

Affected Public: States; businesses or
other for-profit and not-for-profit
organizations.

Abstract:

State Recordkeeping Requirements

States seeking to register AMCs must
have an AMC registration and
supervision program. Section 34.213(a)
requires each participating State to
establish and maintain within its
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appraiser certifying and licensing
agency a registration and supervision
program with the legal authority and
mechanisms to: (i) Review and approve
or deny an application for initial
registration; (ii) periodically review and
renew, or deny renewal of, an AMC'’s
registration; (iii) examine an AMC’s
books and records and require the
submission of reports, information, and
documents; (iv) verify an AMC’s panel
members’ certifications or licenses; (v)
investigate and assess potential law,
regulation, or order violations; (vi)
discipline, suspend, terminate, or deny
registration renewals of, AMCs that
violate laws, regulations, or orders; and
(vii) report violations of appraisal-
related laws, regulations, or orders, and
disciplinary and enforcement actions to
the ASC.

Section 34.213(b) requires each
participating State to impose
requirements on AMCs not owned and
controlled by an insured depository
institution and regulated by a Federal
financial institutions regulatory agency
to: (i) Register with and be subject to
supervision by a State appraiser
certifying and licensing agency in each
State in which the AMC operates; (ii)
engage only State-certified or State-
licensed appraisers for Federally
regulated transactions in conformity
with any Federally regulated transaction
regulations; (iii) establish and comply
with processes and controls reasonably
designed to ensure that the AMC, in
engaging an appraiser, selects an
appraiser who is independent of the
transaction and who has the requisite
education, expertise, and experience
necessary to competently complete the
appraisal assignment for the particular
market and property type; (iv) direct the
appraiser to perform the assignment in
accordance with USPAP; and (v)
establish and comply with processes
and controls reasonably designed to
ensure that the AMC conducts its
appraisal management services in
accordance with section 129E(a)-(i) of
TILA.

State Reporting Burden

Section 34.216 requires that each
State electing to register AMCs for
purposes of permitting AMCs to provide
appraisal management services relating
to covered transactions in the State must
submit to the ASC the information
required to be submitted under this
Subpart and any additional information
required by the ASC concerning AMCs.

AMC Reporting Requirements

Section 34.215(c) requires that a
Federally regulated AMC must report to
the State or States in which it operates

the information required to be
submitted by the State pursuant to the
ASC’s policies, including: (i)
Information regarding the determination
of the AMC National Registry fee; and
(ii) the information listed in § 34.214.
Section 34.214 provides that an AMC
may not be registered by a State or
included on the AMC National Registry
if such company is owned, directly or
indirectly, by any person who has had
an appraiser license or certificate
refused, denied, cancelled, surrendered
in lieu of revocation, or revoked in any
State. Each person that owns more than
10 percent of an AMC shall submit to
a background investigation carried out
by the State appraiser certifying and
licensing agency. While § 34.214 does
not authorize States to conduct
background investigations of Federally
regulated AMGs, it would allow a State
to do so if the Federally regulated AMC
chooses to register voluntarily with the
State.

AMCG Recordkeeping Requirements

Section 34.212(b) provides that an
appraiser in an AMC’s network or panel
is deemed to remain on the network or
panel until: (i) the AMC sends a written
notice to the appraiser removing the
appraiser with an explanation; or (ii)
receives a written notice from the
appraiser asking to be removed or a
notice of the death or incapacity of the
appraiser. The AMC would retain these
notices in its files.

Burden Estimates:

Total Number of Respondents: 500
AMGs, 55 States.

Bureau: Since the Bureau is merely
adopting a cross-reference in Regulation
Z to the OCC regulatory text, the Bureau
is not imposing any new or additional
information collection requirements on
regulated entities. Therefore, the Bureau
is not seeking OMB approval for the
information collection requirements
already accounted for by the other
agencies’ information collection
requests submitted to OMB in
association with this rule.

FDIC Burden Total: 1,545 hours.

FHFA Burden Total: 617 hours.

OCC Burden Total: 1,545 hours.

Board Burden Total: 1,545 hours.

Total Burden: 5,252 hours.

Regulatory Flexibility Act

OCC: The Regulatory Flexibility Act
(RFA), 5 U.S.C. 601 et seq., generally
requires that, in connection with a
rulemaking, an agency prepare and
make available for public comment a
regulatory flexibility analysis that
describes the impact of the rule on small
entities. However, the regulatory
flexibility analysis otherwise required

under the RFA is not required if an
agency certifies that the rule will not
have a significant economic impact on
a substantial number of small entities
(defined in regulations promulgated by
the Small Business Administration
(SBA) to include commercial banks and
savings institutions, and trust
companies, with assets of $550 million
or less and $38.5 million or less,
respectively) and publishes its
certification and a brief explanatory
statement in the Federal Register
together with the rule.

The OCC currently supervises 1,492
insured depository institutions (1,051
commercial banks and 441 Federal
savings associations) of which
approximately 1,090 are small entities
based on the SBA’s definition of small
entities for RFA purposes. The OCC
classifies the economic impact of total
costs on a small entity as significant if
the total costs in a single year are greater
than 5 percent of total salaries and
benefits, or greater than 2.5 percent of
total non-interest expense.

As discussed in the SUPPLEMENTARY
INFORMATION above, section 1473 of the
Dodd-Frank Act requires the Agencies
to jointly prescribe regulations to
implement the minimum requirements
for State registration and supervision of
AMCs. The final rule meets this
obligation by requiring States that elect
to register and supervise AMCs to
impose certain requirements on AMCs.
The final rule also requires participating
States to have certain basic supervisory
authorities, such as the ability to
investigate complaints against AMCs,
and take disciplinary action with
respect to AMCs that violate applicable
laws.

The OCC believes the final rule will
not have a significant economic impact
on a substantial number of small entities
for several reasons. First, the final rule
imposes requirements primarily on
States, not on national banks or Federal
savings associations. Second, to the
extent that the final rule imposes
burden on national banks or Federal
savings associations that own and
control an AMC, there are only two such
AMCGs, and these are owned by large
national banks. For these reasons, the
OCC believes that the final rule will not
have an impact on a substantial number
of OCC-supervised small entities.
Therefore, the OCC certifies that the
final rule would not have a significant
economic impact on a substantial
number of small entities.

Board: The RFA, 5 U.S.C. 601 et seq.,
requires an agency to provide and make
available for public comment a
regulatory flexibility analysis that
describes the impact of a proposed rule
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on small entities. However, a regulatory
flexibility analysis is not required, if the
agency certifies that the rule will not
have a significant economic impact on

a substantial number of small entities
(defined in regulations of the SBA to
include banking organizations
(commercial banks, savings institutions,
and trust companies)) with total assets
of less than or equal to $550 million and
publishes its certification and a short
explanatory statement in the Federal
Register together with the rule.120 Based
on its analysis, and for the reasons
stated below, the Board believes that the
final rule will not have a significant
economic impact on a substantial
number of small entities.

The AMC Rule applies to States that
elect to establish licensing and
certifying authorities to regulate AMCs.
In the Board’s regulatory flexibility
analysis for this Rule, the Board
determined that approximately 32
entities would be subject to direct
regulation and supervision by Federal
financial institutions regulatory
agencies. These entities would be
subject to direct regulation and
supervision under the Rule because the
entities are Federally regulated AMCs.
The number of these 32 entities that
actually would be subject to regulation
under the AMC Rule is currently
unknown because some of the entities
may have a network or panel of contract
appraisers that is too small to satisfy a
threshold requirement of the AMC Rule
and therefore would be exempt from
regulation and supervision under the
AMC Rule.

Data currently available to the Board
indicate that approximately five State
member banks operate a Federally
regulated AMC. Data available to the
Board are not sufficient to estimate how
many of the approximately five entities
subject to Board regulation and
supervision would be classified as
“small entities.”

Generally, the RFA requires an agency
to perform a regulatory flexibility
analysis of small entity impacts only
when the agency’s rule directly
regulates the small entities. The impact
of this final rule on small entities is
indirect. This final rule does not impose
directly any significant new
recordkeeping, reporting, or compliance
requirements on small entities, but
instead requires participating States to
impose certain requirements on AMCs.
The final rule also requires participating
States to have certain basic supervisory

120J.S. Small Business Administration, Table of
Small Business Size Standards Matched to North
American Industry Classification System Codes,
available at https://www.sba.gov/sites/default/files/
files/Size_Standards_Table.pdf.

capabilities, such as the ability to
investigate complaints against AMCs,
and take disciplinary action with
respect to AMCs that violate applicable
laws and regulations.

Moreover, while certain minimum
requirements are imposed on
participating States by the language of
section 1473 of the Dodd-Frank Act,
each State may establish requirements
in addition to those required by section
1473. Furthermore, an entity with a
network or panel of appraisers that does
not meet the numerical test specified in
section 1473 may voluntarily register
with a participating state and the ASC,
thus incurring some nominal expenses
in establishing and maintaining the
required registration information and
meeting the minimum operational
requirements. Because of these
uncertainties, calculation of the impact
of the final rule on the average Board-
supervised institution or entity is
uncertain, although the number of
Board-supervised entities directly
subject to supervision under the Rule is
expected to be less than five.

Based on its analysis, and for the
reasons stated above, the Board certifies
that the final rule will not have a
significant economic impact on a
substantial number of small entities.

FDIC: The RFA generally requires
that, in connection with a rulemaking,
an agency prepare and make available
for public comment an initial regulatory
flexibility analysis (IRFA) that describes
the impact of the final rule on small
entities.121 A regulatory flexibility
analysis is not required, however, if the
agency certifies that the final rule will
not have a significant economic impact
on a substantial number of small entities
(defined in regulations promulgated by
the SBA to include banking
organizations with total assets of less
than or equal to $550 million) and
publishes its certification and a short,
explanatory statement in the Federal
Register together with the final rule.

As of September 30, 2014, there were
approximately 3,451 small FDIC-
supervised institutions, which include
3,167 State nonmember banks and 284
State-chartered savings institutions. The
FDIC analyzed the organizational
structure information in the Board of
Governors of the Federal Reserve
System’s National Information Center
database. This analysis found that few
FDIC-supervised institutions owned or
controlled an entity that provides the
types of appraisal management services
specified in section 1473. Of these
institutions, none oversees a network or
panel of appraisers that meets the

121 See 5 U.S.C. 601 et seq.

statutory panel size threshold specified
in section 1473 for an entity to be an
AMC. Therefore, the final rule would
not have any impact on any FDIC-
supervised institutions. If any FDIC-
supervised institution that owns or
controls an entity with a network or
panel of appraisers that does not meet
the statutory panel size threshold
specified in section 1473 voluntarily
decides to register that entity with the
States, then the institution may incur
some nominal expenses in establishing
and maintaining a process for providing
the required registration information
and meeting the minimum operational
requirements.

In addition, the final rule implements
the minimum requirements for States to
register and supervise AMCs as required
by section 1473 of the Dodd-Frank Act.
The final rule meets this obligation by
requiring States that elect to register and
supervise AMCs to impose certain
requirements on AMCs. The final rule
also requires participating States to have
certain basic supervisory authorities,
such as the ability to investigate
complaints against AMCs and take
disciplinary action with respect to
AMG:s that violate applicable laws.

It is the opinion of the FDIC that the
final rule will not have a significant
economic impact on a substantial
number of small entities that it regulates
in light of the fact that no FDIC-
supervised institutions own or control
an entity with a network or panel of
appraisers that meets the statutory panel
size threshold specified in section 1473
for an entity to be an AMC. In addition,
the final rule imposes requirements
primarily on States and not on FDIC-
supervised institutions. Accordingly,
the FDIC certifies that the final rule
would not have a significant economic
impact on a substantial number of small
entities. Thus, a regulatory flexibility
analysis is not required.

Bureau: The RFA generally requires
an agency to conduct an IRFA and a
final regulatory flexibility analysis
(FRFA) of any rule subject to notice-
and-comment rulemaking requirements,
unless the agency certifies that the rule
will not have a significant economic
impact on a substantial number of small
entities.122

122 For purposes of assessing the impacts of the
proposed rule on small entities, “small entities” is
defined in the RFA to include small businesses,
small not-for-profit organizations, and small
government jurisdictions. 5 U.S.C. 601(6). A “small
business” is determined by application of SBA
regulations and reference to the North American
Industry Classification System (NAICS)
classifications and size standards. 5 U.S.C. 601(3).
A “small organization” is any ‘‘not-for-profit
enterprise which is independently owned and

Continued
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An FRFA is not required because this
rule will not have a significant
economic impact on a substantial
number of small entities.

This final rule implements the
minimum requirements to be applied by
participating States in the registration
and supervision of AMGs, as well as
requirements directly applicable to
Federally regulated AMCs. The Bureau
notes that the final rule does not impose
requirements on AMCs (other than
Federally regulated AMCs), but instead
seeks to encourage States to adopt
minimum requirements in their
regulation of AMCs. Burden may be
generated from the States’ exercise of
discretion to implement the final rule,
based on the States having the option to
decline to participate. The Bureau does
not view this as burden resulting from
the rule itself, however. Nonetheless, to
inform the rulemaking and to inform the
public, the Bureau exercised its
discretion to analyze economic impacts
that will be imposed on AMCs by States
that implement final rule.123 For this
purpose, the Bureau assumed States that
have not yet passed an AMC licensing
and registration law (17 States, as of
November 2014) would all elect to pass
such a law and establish an AMC
licensing and supervision program that
satisfies the standards of the final rule.
This assumption is taken to establish an
outer bound. Because the final rule does
not require States to adopt the minimum
requirements in the final rule, however,
it is possible that not all 17 States (as
defined in the final rule) would do
s0.124

operated and is not dominant in its field.” 5 U.S.C.
601(4). A “small governmental jurisdiction” is the
government ofa city, county, town, township,
village, school district, or special district with a
population of less than 50,000. 5 U.S.C. 601(5).
Given this definition, participating States are not
small governmental jurisdictions and the burden on
them is not relevant to this analysis.

123 The Bureau does not assume costs associated
with the final rule’s requirements to ensure
compliance with USPAP and other regulations,
because AMCs would be subject to these standards
even without their being referenced in the final
rule.

124 A State could accept the consequences on
AMGs’ business in the State from not implementing
the final rule. FIRREA section 1124(f) provides that
three years after the final rule takes effect, AMCs
cannot provide services in Federally related
transactions unless and until a State has
implemented the final rule. However, the Bureau
understands that only a minority of mortgage
transactions are ‘‘Federally related transactions”
within the meaning of FIRREA. See, e.g., 12 CFR
225.62(f) (transaction must “[r]equire the services of
an appraiser’” to be federally related). But see id. at
§225.63(a)(1),(9),(10) (exemptions from FIRREA
appraisal requirements for transactions of $250,000
or less, transactions insured by or sold to a U.S.
government agency, and transactions that conform
to GSE appraisal standards). However, the Bureau
believes all States will choose to participate.
Several industry comments expressed concerns

Various commenters expressed their
concerns with State and Federal fees
that may be instituted in connection
with AMC registration and supervision.
This rule does not determine fee
amounts for States to charge, require
collection of registration fees by the
ASC, or authorize the collection of such
ASC fees. It instead provides minimum
requirements for States to use to
regulate AMCs within the State. How a
State chooses to implement these
requirements, including which if any
new State fees to charge, is within the
discretion of the States. With respect to
the ASC registration fee, the Dodd-Frank
Act grants authority to set that fee
exclusively to the ASC.125 Therefore,
the Bureau does not consider any fees
imposed on AMCs by the ASC (whether
directly or through the States for
forwarding to the ASC) as an impact of
the final rule.

A national association commented
explicitly on the fees that AMCs would
pay and the fees’ effect on consumers:

“150+— AMGs, $2,500 average fee per
State (includes application fee, surety
bond fees, background checks, secretary
of State application fees, administration
fees, and etc.)

150 AMCGs x $2,500 x 50 States =
$18,750,000.00

150 AMCs x 2500 appraisers x $50
ASC fee = $18,750,000.00.”

The Bureau’s analysis differs from the
commenter’s in several ways. First, for
the purposes of RFA, the Bureau is
concerned only with smaller AMCs, and
an AMC with 2,500 appraisers that
operates in all 50 States is unlikely to
be small under the SBA definition that
would include only AMCs with yearly
revenues below $7,500,000. Second, the
Bureau does not count as a burden
imposed by the final rule those
registration fees in States that already
established AMC registration regimes

with the possible consequences if States did not
participate. These comments did not establish that
it was likely that States would not do so, however.
Thus, the Bureau continues to rely on the
assumption that the remaining States will choose to
participate either within three years or soon
thereafter. However, even if this is not the case, the
transactions affected until a State did participate
would be portfolio loans over $250,000 that are not
insured by either the Federal Housing
Administration (FHA), the U.S. Department of
Veterans Affairs (VA), or the United States
Department of Agriculture Rural Housing Service
(USDA RHS). These loans represent a small
percentage of the market, and therefore inability by
certain market participants (certain types of AMCs)
to provide appraisal management services in these
types of transactions in a non-participating State
will not result in a significant economic impact on
a substantial number of small entities.

125 See 12 U.S.C. 3338. This provision in FIRREA
is not part of the joint rulemaking authority in
section 1124 that is the basis for the Agencies’
issuance of this final rule.

before adoption of the final rule; thus
the multiplier in the first calculation
should be 17 rather than 50. Third, the
Bureau assumes for its base calculations
that only the minimum State rate is
caused by the rule (Vermont’s $250 fee),
thus the multiplier is $250 instead of
$2,500. Finally, as mentioned above, the
Bureau does not include the ASC fee or,
in other words the third line overall
(which in any event assumes a fee
amount that the ASC has not yet
established). Note that the Bureau’s use
of the minimum State rate for its base
calculation of impacts does not imply
that the Bureau suggests that the
remaining 17 States adopt this rate.

Commenters also discussed the
impact of the rule on States and the
burden that may result with the
implementation of the final rule. While
the Bureau acknowledges these
comments, for the purposes of making a
determination under the RFA, the
impact of the final rule on the States is
not incorporated into the FRFA because
States are not classified as small
entities.

As discussed in the proposed
rulemaking, State registration fees in
States that have not yet passed an AMC
licensing and registration law would
constitute the primary economic impact
of the final rule. As also noted in the
proposed rule, such fees in States that
have established such laws vary widely.
Such State registration and renewal fees
are not necessarily for the sole purpose
of recovering costs of administering the
minimum requirements under the final
rule. States can impose charges for a
variety of reasons, including to raise
revenue (independent of the cost of the
registration regime) or to fund the
administration of a regime that exceeds
the minimum requirements under the
final rule. The Bureau believes that the
fee charged by Vermont—$125 for
registration and $250 for annual
renewal—would be sufficient to recover
the cost of implementing the final rule
in a newly-participating State.126 The
Bureau therefore considered this fee in
estimating the economic impact of the
final rule in the 17 States that do not yet
have AMC registration requirements. As
discussed further below, however, the
Bureau also considered more

126 The application fee in Vermont is $125. See
https://www.sec.state.vt.us/media/188701/amc_
application.pdf. The annualized renewal fee is $250
($500 for a two-year period). See https://
www.sec.state.vt.us/media/486847/Appraisal-
Management-Company-Renewal-Form-077-
2014.pdf. In addition, while some States may elect
to impose additional requirements relating to
examination and inspection of their AMCs, the
Bureau does not believe that the minimum
requirements that States must provide would lead
to significant costs for AMCs.
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conservative estimates of the impact of
the final rule using significantly higher
fee amounts. The Bureau believes that
the 38 States that already have AMC
registration requirements would have to
do minimal, if any, updating of the
requirements due to this rule, as
discussed in the preamble. Thus, the
Bureau believes that the rule’s indirect
burden on the AMCs operating in these
38 States is negligible.

As noted in the section-by-section
analysis, it is possible that an appraisal
firm, which hires employees to perform
appraisals, could also oversee more than
15 appraisers engaged as independent
contractors in a State, or 25 or more
appraisers in two or more States, in a
given year. Comments did not establish
that such firms—described in the
section-by-section analysis as ‘hybrid
firms’—currently exist to any
meaningful extent. The Bureau believes
that to the extent such firms do exist,
they are either already included in what
the Bureau has counted as an AMC, or
the firm is unlikely to be considered
“small” within the meaning of the RFA.

An additional requirement in the final
rule is that the State AMC licensing
programs have authority and
mechanisms to examine books and
records of the AMCs, to otherwise
obtain information from the AMCs, and
to discipline AMCs. The Bureau
believes that existing State registration
fees generally already account for the
cost to the States of having such
authority and mechanisms, and that the
requirement in the final rule therefore
would not lead to higher registration
fees in any significant amount.127
Accordingly, in the 17 States that would
adopt new registration and renewal
systems, the Bureau believes the
renewal fee currently charged in
Vermont would cover the State’s cost
associated with implementing this
requirement.

The Bureau notes that the final rule is
not prescriptive as to how or when the
States must exercise the authority or
mechanisms. Exercise of such authority
and mechanisms is determined at the
discretion of the States, subject to
monitoring by the ASC for effectiveness
in the judgment or discretion of the
ASC. Accordingly, to the extent that
State exercise of such authority and
mechanisms leads to burden on small
entities, such burden would be

127 See, e.g., Vermont Statutes Title 26 section
3324 (requiring AMCs to ‘“retain all records related
to an appraisal, review, or consulting assignment
for no less than five years . . . [and w]ith
reasonable notice, a licensee or registrant shall
produce any records governed by this section for
inspection and copying by the board or its
authorized agent.”).

attributable to such State
implementation and/or ASC oversight
expectations rather than to the final rule
itself. Therefore, State statutes that
implement this requirement relating to
establishing examination authority and
mechanisms are not expected to cause
fee increases or new burden above the
$250 overall baseline that is assumed for
purposes of this analysis.128

Similarly, the Bureau believes that
other minimum requirements for AMCs
under the final rule (verifying the use of
licensed or certified status of appraisers,
requiring that appraisers comply with
USPAP, complying with any contractual
review provisions, and establishing and
complying with processes to ensure
appraisers are qualified and
independent and that the AMC acts in
compliance with applicable valuation
independence regulations), as well as
the standard for removing appraisers
from the appraiser panel, would not
result in new burden on AMCs because
these standards merely reinforce
existing compliance requirements as
well as industry practice.129 The Bureau
further notes that States have discretion
to interpret the requirements to
establish processes and controls to
ensure compliance, subject to
monitoring by the ASC for effectiveness
in the judgment or discretion of the
ASC. Accordingly, to the extent that
State interpretations of such
requirements leads to burden on small
entities, such burden would be
attributable to such State
implementation and/or ASC oversight
expectations rather than to the final rule
itself.

Just as these conduct standards would
not impose a significant burden on
AMGs required to register at the State
level, the Bureau does not believe they

128]n addition, the Bureau does not believe that
in States that add this requirement there will be any
significant new burden on the AMCs. The Bureau
believes that the AMCs already keep their books
and records in order as a standard course of
business practice, and thus the occasional State
examiner visits should not impose any significant
burden. In addition, the final rule requires only that
the State have the authority and mechanism to
request records and information. The final rule does
not require that the State exercise this authority and
any burdensome exercise of this authority would
therefore not be caused by the final rule. Finally,
to the extent State supervision programs do increase
burden, the Bureau believes this burden would be
within the sensitivity tolerances described in the
footnote at the end of this section.

129 These requirements also would not result in
new burden on Federally regulated AMCs, for the
same reason. Federally regulated AMCs do not have
to comply with State registration and renewal
requirements, which can entail fees. Conservatively,
however, the Bureau applied the State fee burden
to all of the small AMCs in its calculation method
described herein. As a result, the estimated burden
of State fees associated with the final rule may be
over-estimated.

would impose significant burdens on
Federally regulated AMCs either. See
Interagency Appraisal and Evaluation
Guidelines, 75 FR 77450 (Dec. 10, 2010)
(Interagency Guidelines). The
Interagency Guidelines, part VI, already
require Federal financial institutions,
when obtaining required appraisals, to
select appraisers who are certified or
licensed, qualified, in compliance with
USPAP, and independent. 75 FR at
77458. Federally regulated AMCs
frequently perform appraisals for their
affiliates. Therefore, it can be assumed
that in delegating these functions to
AMGs, these Federal financial
institutions also delegated these
requirements from part VI of the
Interagency Guidelines to these AMCs.

To estimate the impact of the final
rule on small AMCs, the Bureau
conducted a survey. The Bureau called
nine AMCs, selected randomly from a
list of approximately 500 AMCs
provided by industry trade associations.
The AMCs were asked for certain basic
data including the number of States in
which they operate, their revenue
(including the revenue from any non-
appraisal business), and the number of
appraisals that they performed in
2012.130 The Bureau estimated the
revenue to be the number of appraisals
performed in 2012 multiplied by $350—
the average appraisal cost assumed in
the Agencies’ analysis under section
1022 of the Dodd-Frank Act in the 2013
Interagency Appraisals Rule. This
revenue estimate is likely to be
underestimated, given that several
AMG s out of nine reported additional
revenue that was not due to the
residential appraisal business. Out of
the nine AMCs, six had revenues of less
than $7,500,000 in 2012, and thus
would be within the scope of the RFA
analysis based upon SBA guidelines.131
The Bureau computed the cost of
registration and renewal fees in States
that do not already have them, allocated
these costs to individual AMCs based
upon the number of States in which the
AMC operated,32 and computed the
ratio of these allocated costs to the
AMCs’ revenues.

130 One of the AMGs did not report its revenue.
131 NAICS code 531320—Offices of Real Estate
Appraisers—includes “appraisal services,” which

we believe would include services provided by
AMG:s in the processing and review of appraisals.
An alternative classification would be NAICS code
561110—Office Administrative Services. In any
event, this code also has an SBA threshold of
$7,500,000.

132 The Bureau assumed that an AMC that
operated in x States needs to register in additional
(17/55)*x States. This assumption results in a (17/
55)*x*$250 State registration and renewal fee
burden on an AMC operating in x States.
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The Bureau acknowledges that
requiring AMCs to send letters to the
appraisers that the AMC decides to
remove from its panel might add burden
in States that do not already have
registration requirements (which
typically include notice provisions).
The Bureau does not possess any
evidence on the number of appraisers to
whom an AMC would have to send
these letters. According to the Bureau of
Labor and Statistics” August 2014
preliminary numbers, 1.9 percent of the
labor force in the real estate and rental
and leasing industry was either laid off
or discharged in the most recent month.
Thus, the Bureau estimates that an AMC
will dismiss approximately a quarter of
appraisers from its panel in any given
year. The Bureau assumes that each
AMC will have several standardized
letters explaining the reason for
dismissal: for example, changing
economic conditions or the appraiser’s
violation of USPAP or work
performance issues. Each AMC might
incur a minimal one-time cost to draft
these letters, with some industry
associations potentially providing
templates. After this minimal one-time
cost is incurred, the ongoing cost would
include a minimal adjustment of the
letter based on the appraiser’s particular
circumstances and the actual printing
and mailing cost. These letters also
could be sent in batches, periodically,
such as on an annual basis. Thus, for the
purposes of this analysis, the Bureau
implicitly accounts for these costs in the
sensitivity analyses below (which use a
State fee of $5,150 and include a $300
administrative expense).

The Bureau then fit the received ratios
using three different distributions:
normal, generalized extreme value, and
logistic. The three different distributions
were used because no a priori
assumptions regarding how these ratios
are distributed can be made. The three
distributions mentioned above are
commonly used by empirical
researchers to fit observed values.
Considering the costs imposed by the
States as a result of the final rule, the
Bureau believes that less than 1 percent
of the small entities would experience a
cost of over 1 percent of their revenue,
using either the normal, or the logistic,
or the generalized extreme value
distributions.133 The Bureau also notes

133 The Bureau notes that the percentage of small
institutions for which the estimated burden of the
final rule would amount to over 3 percent of the
revenue would remain under 1 percent even if the
Bureau had used the following alternative
assumptions: (1) $5,150 as the assumed burden of
the proposed rule for states that adopt new
registration regimes—the highest among the
existing state registration fees (in Minnesota, per

that because the sample did not include
any AMCs that were either too small (for
example, with 15 or fewer appraisers in
one State) or that were Federally
regulated AMCs, these estimates are
likely overstated.

Certification

Accordingly, the Bureau Director, by
signing below, certifies that this final
rule would not have a significant
economic impact on a substantial
number of small entities.

FHFA: The RFA (5 U.S.C. 601 et seq.)
requires an agency to analyze a
proposed regulation’s impact on small
entities if the final rule is expected to
have a significant economic impact on
a substantial number of small
entities.13¢ A regulatory flexibility
analysis is not required if the agency
certifies that the final rule will not have
a significant economic impact on a
substantial number of small entities and
publishes its certification and a short
statement in the Federal Register
together with the final rule.

The rule implements section 1124 of
FIRREA and establishes minimum
requirements to be imposed by a
participating State appraiser certifying
and licensing agency on AMCs doing
business in the State. FHFA has
considered the impact of this regulation
and determined that it is not likely to
have a significant economic impact on
a substantial number of small entities
because States and FHFA’s regulated
entities—Fannie Mae, Freddie Mac, and
the Federal Home Loan Banks—are not
small entities for purposes of the RFA.
See 5 U.S.C. 601(6).

NCUA: The RFA 135 requires NCUA to
provide a regulatory flexibility analysis
to certify that a rulemaking will not
have a significant economic impact on
a substantial number of small entities
(defined for purposes of the RFA to
include credit unions with assets less

http://mn.gov/elicense/licenses/
licensedetail jsp?URI=tcm:29-9313&CT _
URI=tcm:27-117-32), and assumed this same
amount as the annual renewal fee (even though the
Minnesota renewal fee is only $2,650, per http://
mn.gov/elicense/licenses/
licensedetail jsp? URI=tcm:29-9313&CT _
URI=tcm:27-117-32); and (2) an additional annual
labor cost of $300 for any possible associated
burden of (a) filling out registration and renewal
forms in those states (assuming an AMC operates in
approximately 20 states on average, such that 6.26
of those states adopt new AMC licensing programs)
and any additional burden related to notices from
small AMCs removing appraisers from their panels
in those states. The percentages of institutions for
which this cost would amount to over 1 percent of
the revenue changed, respectively, to 26 percent, 18
percent, and 15 percent of the small institutions
affected, according to the normal, generalized
extreme value, and logistic distributions.

1345 U.S.C. 605(b).

1355 U.S.C. 601 et seq.

than $50 million) and publish its
certification and a short explanatory
statement in the Federal Register with
the final rule.136 As explained above,
the requirements of this rule would only
apply directly to AMC subsidiaries
owned and controlled by an insured
depository institution, or an insured
credit union, and regulated by a Federal
financial institutions regulatory agency.
NCUA, unlike the other banking
agencies to this rulemaking, does not
directly oversee or regulate any
subsidiaries owned and controlled by
credit unions, including AMC
subsidiaries. Rather, NCUA’s
regulations permit Federal credit unions
to invest in or lend only to CUSOs that
conform to specific requirements
outlined in part 712 of the NCUA’s
regulations. Because NCUA does not
directly regulate or oversee CUSOs
owned by State or Federally chartered
credit unions, NCUA is not adopting
regulatory text or any requirements
through this rulemaking that would
directly affect small entities.
Accordingly, the NCUA Board certifies
the rule will not have a significant
economic impact on a substantial
number of small entities.

Unfunded Mandates Reform Act of 1995
Determination

OCC: The OCC has analyzed the final
rule under the factors in the Unfunded
Mandates Reform Act of 1995 (UMRA)
(2 U.S.C. 1532). Under this analysis, the
OCC considered whether the final rule
includes Federal mandates that may
result in the expenditure by State, local,
and tribal governments, in the aggregate,
or by the private sector, of $100 million
or more in any one year (adjusted
annually for inflation). For the following
reasons, the OCC finds that the final
rule does not trigger the $100 million
UMRA threshold. First, the mandates in
the final rule apply only to those States
that choose to establish an AMC
registration system. Second, the costs
specifically related to requirements set
forth in law are excluded from
expenditures under the UMRA.
Although the OCC estimates that
expenditures by State governments
could be $82 million in one year, the
UMRA cost estimate for the final rule is
zero, given that the final rule’s mandates
are set forth in section 1473. For this
reason, and for the other reasons cited
above, the OCC has determined that this
final rule will not result in expenditures
by State, local, and tribal governments,
or the private sector, of $100 million or
more in any one year. Accordingly, this

136 78 FR 4032 (Jan. 18, 2013).
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final rule is not subject to section 202
of the UMRA.

List of Subjects

12 CFR Part 34

Appraisal, Appraiser, Banks, Banking,
Consumer protection, Credit, Mortgages,
National banks, Reporting and
recordkeeping requirements, Savings
associations, Truth in lending.

12 CFR Part 208

Accounting, Agriculture, Banks,
Banking, Confidential business
information, Consumer protection,
Crime, Currency, Insurance,
Investments, Mortgages, Reporting and
recordkeeping requirements, Securities.

12 CFR Part 225

Administrative practice and
procedure, Banks, Banking, Federal
Reserve System, Holding companies,
Reporting and recordkeeping
requirements, Securities.

12 CFR Part 323

Banks, Banking, Mortgages, Reporting
and recordkeeping requirements,
Savings associations.

12 CFR Part 1026

Adpvertising, Appraisal, Appraiser,
Banks, Banking, Consumer protection,
Credit, Credit unions, Mortgages,
National banks, Reporting and
recordkeeping requirements, Savings
associations, Truth in lending.

12 CFR Part 1222

Appraisals, Government sponsored
enterprises, Mortgages.

Department of the Treasury

Office of the Comptroller of the
Currency

Authority and Issuance

For the reasons set forth in the
preamble, the OCC is amending 12 CFR
part 34 as follows:

PART 34—REAL ESTATE LENDING
AND APPRAISALS

m 1. The authority citation for part 34 is
revised to read as follows:

Authority: 12 U.S.C. 1 et seq., 25b, 29, 93a,
371, 1462a, 1463, 1464, 1465, 1701j-3,
1828(0), 3331 et seq., 5101 et seq., and
5412(b)(2)(B) and 15 U.S.C. 1639h.

m 2. Subpart H to part 34 is added to
read as follows:

Subpart H—Appraisal Management
Company Minimum Requirements

Sec.
34.210 Authority, purpose, and scope.
34.211 Definitions.

34.212 Appraiser panel—annual size
calculation.

34.213 Appraisal management company
registration.

34.214 Ownership limitations for State-
registered appraisal management
companies.

34.215 Requirements for Federally
regulated appraisal management
companies.

34.216 Information to be presented to the
Appraisal Subcommittee by participating
States.

§34.210 Authority, purpose, and scope.

(a) Authority. This subpart is issued
by the Office of the Comptroller of the
Currency under 12 U.S.C. 93a and Title
XTI of the Financial Institutions Reform,
Recovery, and Enforcement Act
(FIRREA), as amended by the Dodd-
Frank Wall Street Reform and Consumer
Protection Act (the Dodd-Frank Act)
(Pub. L. 111-203, 124 Stat. 1376 (2010)),
12 U.S.C. 3331 et seq.

(b) Purpose. The purpose of this
subpart is to implement sections 1109,
1117, 1121, and 1124 of FIRREA Title
X1, 12 U.S.C. 3338, 3346, 3350, and
3353.

(c) Scope. This subpart applies to
States and to appraisal management
companies (AMCs) providing appraisal
management services in connection
with consumer credit transactions
secured by a consumer’s principal
dwelling or securitizations of those
transactions.

(d) Rule of construction. Nothing in
this subpart should be construed to
prevent a State from establishing
requirements in addition to those in this
subpart. In addition, nothing in this
subpart should be construed to alter
guidance in, and applicability of, the
Interagency Appraisal and Evaluation
Guidelines 3 or other relevant agency
guidance that cautions banks, bank
holding companies, Federal savings
associations, state savings associations,
and credit unions, as applicable, that
each such entity is accountable for
overseeing the activities of third-party
service providers and ensuring that any
services provided by a third party
comply with applicable laws,
regulations, and supervisory guidance
applicable directly to the financial
institution.

§34.211 Definitions.

For purposes of this subpart:

(a) Affiliate has the meaning provided
in 12 U.S.C. 1841.

(b) AMC National Registry means the
registry of State-registered AMCs and
Federally regulated AMCs maintained
by the Appraisal Subcommittee.

3 See http://www.occ.gov/news-issuances/
bulletins/2010/bulletin-2010-42.html.

(c)(1) Appraisal management
company (AMC) means a person that:

(i) Provides appraisal management
services to creditors or to secondary
mortgage market participants, including
affiliates;

(ii) Provides such services in
connection with valuing a consumer’s
principal dwelling as security for a
consumer credit transaction or
incorporating such transactions into
securitizations; and

(iii) Within a given 12-month period,
as defined in § 34.212(d), oversees an
appraiser panel of more than 15 State-
certified or State-licensed appraisers in
a State or 25 or more State-certified or
State-licensed appraisers in two or more
States, as described in § 34.212;

(2) An AMC does not include a
department or division of an entity that
provides appraisal management services
only to that entity.

(d) Appraisal management services
means one or more of the following:

(1) Recruiting, selecting, and retaining
appraisers;

(2) Contracting with State-certified or
State-licensed appraisers to perform
appraisal assignments;

(3) Managing the process of having an
appraisal performed, including
providing administrative services such
as receiving appraisal orders and
appraisal reports, submitting completed
appraisal reports to creditors and
secondary market participants,
collecting fees from creditors and
secondary market participants for
services provided, and paying
appraisers for services performed; and

(4) Reviewing and verifying the work
of appraisers.

(e) Appraiser panel means a network,
list or roster of licensed or certified
appraisers approved by an AMC to
perform appraisals as independent
contractors for the AMC. Appraisers on
an AMC’s “appraiser panel” under this
part include both appraisers accepted by
the AMC for consideration for future
appraisal assignments in covered
transactions or for secondary mortgage
market participants in connection with
covered transactions and appraisers
engaged by the AMC to perform one or
more appraisals in covered transactions
or for secondary mortgage market
participants in connection with covered
transactions. An appraiser is an
independent contractor for purposes of
this subpart if the appraiser is treated as
an independent contractor by the AMC
for purposes of Federal income taxation.

(f) Appraisal Subcommittee means the
Appraisal Subcommittee of the Federal
Financial Institutions Examination
Council.
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(g) Consumer credit means credit
offered or extended to a consumer
primarily for personal, family, or
household purposes.

(h) Covered transaction means any
consumer credit transaction secured by
the consumer’s principal dwelling.

(i) Creditor means:

(1) A person who regularly extends
consumer credit that is subject to a
finance charge or is payable by written
agreement in more than four
installments (not including a down
payment), and to whom the obligation is
initially payable, either on the face of
the note or contract, or by agreement
when there is no note or contract.

(2) A person regularly extends
consumer credit if the person extended
credit (other than credit subject to the
requirements of 12 CFR 1026.32) more
than 5 times for transactions secured by
a dwelling in the preceding calendar
year. If a person did not meet these
numerical standards in the preceding
calendar year, the numerical standards
shall be applied to the current calendar
year. A person regularly extends
consumer credit if, in any 12-month
period, the person originates more than
one credit extension that is subject to
the requirements of 12 CFR 1026.32 or
one or more such credit extensions
through a mortgage broker.

(j) Dwelling means:

(1) A residential structure that
contains one to four units, whether or
not that structure is attached to real
property. The term includes an
individual condominium unit,
cooperative unit, mobile home, and
trailer, if it is used as a residence.

(2) A consumer can have only one
“principal” dwelling at a time. Thus, a
vacation or other second home would
not be a principal dwelling. However, if
a consumer buys or builds a new
dwelling that will become the
consumer’s principal dwelling within a
year or upon the completion of
construction, the new dwelling is
considered the principal dwelling for
purposes of this section.

(k) Federally regulated AMC means an
AMC that is owned and controlled by an
insured depository institution, as
defined in 12 U.S.C. 1813 and regulated
by the Office of the Comptroller of the
Currency, the Board of Governors of the
Federal Reserve System, or the Federal
Deposit Insurance Corporation.

(1) Federally related transaction
regulations means regulations
established by the Office of the
Comptroller of the Currency, the Board
of Governors of the Federal Reserve
System, the Federal Deposit Insurance
Corporation, or the National Credit
Union Administration, pursuant to

sections 1112, 1113, and 1114 of
FIRREA Title XI, 12 U.S.C. 3341-3343.

(m) Person means a natural person or
an organization, including a
corporation, partnership,
proprietorship, association, cooperative,
estate, trust, or government unit.

(n) Secondary mortgage market
participant means a guarantor or insurer
of mortgage-backed securities, or an
underwriter or issuer of mortgage-
backed securities. Secondary mortgage
market participant only includes an
individual investor in a mortgage-
backed security if that investor also
serves in the capacity of a guarantor,
insurer, underwriter, or issuer for the
mortgage-backed security.

(o) States mean the 50 States and the
District of Columbia and the territories
of Guam, Mariana Islands, Puerto Rico,
and the U.S. Virgin Islands.

(p) Uniform Standards of Professional
Appraisal Practice (USPAP) means the
appraisal standards promulgated by the
Appraisal Standards Board of the
Appraisal Foundation.

§34.212 Appraiser panel—annual size
calculation.

For purposes of determining whether,
within a 12-month period, an AMC
oversees an appraiser panel of more
than 15 State-certified or State-licensed
appraisers in a State or 25 or more State-
certified or State-licensed appraisers in
two or more States pursuant to
§34.211(c)(1)(iii)—

(a) An appraiser is deemed part of the
AMC’s appraiser panel as of the earliest
date on which the AMC:

(1) Accepts the appraiser for the
AMC’s consideration for future
appraisal assignments in covered
transactions or for secondary mortgage
market participants in connection with
covered transactions; or

(2) Engages the appraiser to perform
one or more appraisals on behalf of a
creditor for a covered transaction or
secondary mortgage market participant
in connection with covered
transactions.

(b) An appraiser who is deemed part
of the AMC’s appraiser panel pursuant
to paragraph (a) of this section is
deemed to remain on the panel until the
date on which the AMG:

(1) Sends written notice to the
appraiser removing the appraiser from
the appraiser panel, with an explanation
of its action; or

(2) Receives written notice from the
appraiser asking to be removed from the
appraiser panel or notice of the death or
incapacity of the appraiser.

(c) If an appraiser is removed from an
AMC’s appraiser panel pursuant to
paragraph (b) of this section, but the

AMC subsequently accepts the appraiser
for consideration for future assignments
or engages the appraiser at any time
during the twelve months after the
AMC’s removal, the removal will be
deemed not to have occurred, and the
appraiser will be deemed to have been
part of the AMC’s appraiser panel
without interruption.

(d) The period for purposes of
counting appraisers on an AMC’s
appraiser panel may be the calendar
year or a 12-month period established
by law or rule of each State with which
the AMC is required to register.

§34.213 Appraisal management company
registration.

Each State electing to register AMCs
pursuant to paragraph (b)(1) of this
section must:

(a) Establish and maintain within the
State appraiser certifying and licensing
agency a licensing program that is
subject to the limitations set forth in
§ 34.214 and with the legal authority
and mechanisms to:

(1) Review and approve or deny an
AMC’s application for initial
registration;

(2) Review and renew or review and
deny an AMC’s registration periodically;

(3) Examine the books and records of
an AMC operating in the State and
require the AMC to submit reports,
information, and documents;

(4) Verify that the appraisers on the
AMC’s appraiser panel hold valid State
certifications or licenses, as applicable;

(5) Conduct investigations of AMCs to
assess potential violations of applicable
appraisal-related laws, regulations, or
orders;

(6) Discipline, suspend, terminate, or
deny renewal of the registration of an
AMC that violates applicable appraisal-
related laws, regulations, or orders; and

(7) Report an AMC'’s violation of
applicable appraisal-related laws,
regulations, or orders, as well as
disciplinary and enforcement actions
and other relevant information about an
AMC'’s operations, to the Appraisal
Subcommittee.

(b) Impose requirements on AMCs
that are not owned and controlled by an
insured depository institution and not
regulated by a Federal financial
institutions regulatory agency to:

(1) Register with and be subject to
supervision by the State appraiser
certifying and licensing agency;

(2) Engage only State-certified or
State-licensed appraisers for Federally
related transactions in conformity with
any Federally related transaction
regulations;

(3) Establish and comply with
processes and controls reasonably
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designed to ensure that the AMC, in
engaging an appraiser, selects an
appraiser who is independent of the
transaction and who has the requisite
education, expertise, and experience
necessary to competently complete the
appraisal assignment for the particular
market and property type;

(4) Direct the appraiser to perform the
assignment in accordance with USPAP;
and

(5) Establish and comply with
processes and controls reasonably
designed to ensure that the AMC
conducts its appraisal management
services in accordance with the
requirements of section 129E(a) through
(i) of the Truth in Lending Act, 15
U.S.C. 1639e(a) through (i), and
regulations thereunder.

§34.214 Ownership limitations for State-
registered appraisal management
companies.

(a) Appraiser certification or licensing
of owners. (1) An AMC subject to State
registration pursuant to § 34.213 shall
not be registered by a State or included
on the AMC National Registry if such
AMCG, in whole or in part, directly or
indirectly, is owned by any person who
has had an appraiser license or
certificate refused, denied, cancelled,
surrendered in lieu of revocation, or
revoked in any State for a substantive
cause, as determined by the appropriate
State appraiser certifying and licensing
agency.

(2) An AMC subject to State
registration pursuant to § 34.213 is not
barred by paragraph (a)(1) of this section
from being registered by a State or
included on the AMC National Registry
if the license or certificate of the
appraiser with an ownership interest
was not revoked for a substantive cause
and has been reinstated by the State or
States in which the appraiser was
licensed or certified.

(b) Good moral character of owners.
An AMC shall not be registered by a
State if any person that owns more than
10 percent of the AMC—

(1) Is determined by the State
appraiser certifying and licensing
agency not to have good moral
character; or

(2) Fails to submit to a background
investigation carried out by the State
appraiser certifying and licensing
agency.

§34.215 Requirements for Federally
regulated appraisal management
companies.

(a) Requirements in providing
services. To provide appraisal
management services for a creditor or
secondary mortgage market participant

relating to a covered transaction, a
Federally regulated AMC must comply
with the requirements in § 34.213(b)(2)
through (5).

(b) Ownership limitations. (1) A
Federally regulated AMC shall not be
included on the AMC National Registry
if such AMC, in whole or in part,
directly or indirectly, is owned by any
person who has had an appraiser license
or certificate refused, denied, cancelled,
surrendered in lieu of revocation, or
revoked in any State for a substantive
cause, as determined by the Appraisal
Subcommittee.

(2) A Federally regulated AMC is not
barred by this paragraph (b) from being
included on the AMC National Registry
if the license or certificate of the
appraiser with an ownership interest
was not revoked for a substantive cause
and has been reinstated by the State or
States in which the appraiser was
licensed or certified.

(c) Reporting information for the AMC
National Registry. A Federally regulated
AMC must report to the State or States
in which it operates the information
required to be submitted by the State to
the Appraisal Subcommittee, pursuant
to the Appraisal Subcommittee’s
policies regarding the determination of
the AMC National Registry fee,
including but not necessarily limited to
the collection of information related to
the limitations set forth in this section,
as applicable.

§34.216 Information to be presented to the
Appraisal Subcommittee by participating
States.

Each State electing to register AMCs
for purposes of permitting AMCs to
provide appraisal management services
relating to covered transactions in the
State must submit to the Appraisal
Subcommittee the information required
to be submitted by Appraisal
Subcommittee regulations or guidance
concerning AMCs that operate in the
State.

Board of Governors of the Federal
Reserve System

For the reasons set forth in the
preamble, the Board amends 12 CFR
parts 208 and 225, as follows:

PART 208—MEMBERSHIP OF STATE
BANKING INSTITUTIONS IN THE
FEDERAL RESERVE SYSTEM
(REGULATION H)

m 3. The authority citation for part 208
is revised to read as follows:

Authority: 12 U.S.C. 24, 36, 92a, 93a,
248(a), 248(c), 321-338a, 371d, 461, 481486,
601, 611, 1814, 1816, 1818, 1820(d)(9),
1833(j), 1828(0), 1831, 18310, 1831p—1,
1831r-1, 1831w, 1831x, 1835a, 1882, 2901—

2907, 3105, 3310, 3331-3351, 3353, and
3905-3909; 15 U.S.C. 78b, 78l(b), 781(i), 780—
4(c)(5), 78q, 789—1, 78w, 1681s, 1681w, 6801
and 6805; 31 U.S.C. 5318; 42 U.S.C. 4012a,
4104b, 4106, and 4128.

m 4. Revise the heading of subpart E to
read as follows:

Subpart E—Real Estate Lending,
Appraisal Standards, and Minimum
Requirements for Appraisal
Management Companies

m 5. Section 208.50 is revised to read as
follows:

§208.50 Authority, purpose, and scope.

(a) Authority. Subpart E of Regulation
H (12 CFR part 208, subpart E) is issued
by the Board of Governors of the Federal
Reserve System pursuant to section 304
of the Federal Deposit Insurance
Corporation Improvement Act of 1991,
(12 U.S.C 1828(0)), Title XI of the
Financial Institutions Reform, Recovery,
and Enforcement Act, (12 U.S.C 3331—
3351), and section 1473 of the Dodd-
Frank Wall Street Reform and Consumer
Protection Act, (12 U.S.C. 3353).

(b) Purpose and scope. This subpart
prescribes standards for real estate
lending to be used by state member
banks in adopting internal real estate
lending policies. The standards
applicable to appraisals rendered in
connection with Federally related
transactions entered into by member
banks and the minimum requirements
for appraisal management companies
are set forth in 12 CFR part 225,
subparts G and M respectively
(Regulation Y).

PART 225—BANK HOLDING
COMPANIES AND CHANGE IN BANK
CONTROL (REGULATION Y)

m 6. The authority citation for part 225
is revised to read as follows:

Authority: 12 U.S.C. 1844(b), 3106 and
3108, 1817(j)(13), 1818(b), 18311, 1972, 3310,
3331-3351 and 3353; 12 U.S.C. 3901, et seq.;
and 12 U.S.C. 1841, et seq.

m 7. Subpart M is added to part 225 to
read as follows:

Subpart M—Minimum Requirements
for Appraisal Management Companies

Sec.

225.190 Authority, purpose, and scope.

225.191 Definitions.

225.192 Appraiser panel—annual size
calculation.

225.193 Appraisal management company
registration.

225.194 Ownership limitations for State-
registered appraisal management
companies.

225.195 Requirements for Federally
regulated appraisal management
companies.
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225.196 Information to be presented to the
Appraisal Subcommittee by participating
States.

§225.190 Authority, purpose, and scope.

(a) Authority. This subpart is issued
by the Board of Governors of the Federal
Reserve System (the Board) pursuant to
title XI of the Financial Institutions
Reform, Recovery, and Enforcement Act
of 1989 (FIRREA) (Pub. L. 101-73, 103
Stat. 183 (1989)), 12 U.S.C. 3310, 3331—
3351, section 1473 of the Dodd-Frank
Wall Street Reform and Consumer
Protection Act, 12 U.S.C. 3353, and
section 5(b) of the Bank Holding
Company Act, 12 U.S.C. 1844(b).

(b) Purpose and scope. (1) The
purpose of this subpart is to implement
sections 1109, 1117, 1121, and 1124 of
FIRREA Title XI, 12 U.S.C. 3338, 3346,
3350, and 3353. Title XI provides
protection for Federal financial and
public policy interests in real estate
related transactions by requiring real
estate appraisals used in connection
with Federally related transactions to be
performed in writing, in accordance
with uniform standards, by appraisers
whose competency has been
demonstrated and whose professional
conduct will be subject to effective
supervision. This subpart implements
the requirements of title XI as amended
by the Dodd-Frank Wall Street Reform
and Consumer Protection Act and
applies to all Federally related
transactions and to States and to
appraisal management companies
(AMGs) performing appraisal
management services in connection
with consumer credit transactions
secured by a consumer’s principal
dwelling or securitizations of those
transactions.

(2) This subpart:

(i) Identifies which real estate related
financial transactions require the
services of an appraiser.

(ii) Prescribes which categories of
Federally related transactions shall be
appraised by a State-certified appraiser
and which by a State-licensed appraiser;

(iii) Prescribes minimum standards
for the performance of real estate
appraisals in connection with Federal
related transactions under the
jurisdiction of the Board;

(iv) Prescribes minimum requirements
to be applied by participating States in
the registration and supervision of
AMCs; and

(v) Prescribes minimum requirements
to be applied by participating States to
report certain information concerning
AMG:s registered with the States to a
national registry of AMCs.

(c) Rule of construction. Nothing in
this subpart should be construed to

prevent a State from establishing
requirements in addition to those in this
subpart. In addition, nothing in this
subpart should be construed to alter
guidance in, and applicability of, the
Interagency Appraisal and Evaluation
Guidelines ! or other relevant agency
guidance that cautions banks and bank
holding companies, that each
organization is accountable for
overseeing the activities of third-party
service providers and ensuring that any
services provided by a third party
comply with applicable laws,
regulations, and supervisory guidance
applicable directly to the creditor.

§225.191 Definitions.

For purposes of this subpart:

(a) Affiliate has the meaning provided
in 12 U.S.C. 1841.

(b) AMC National Registry means the
registry of State-registered AMCs and
Federally regulated AMCs maintained
by the Appraisal Subcommittee.

(c) Appraisal Foundation means the
Appraisal Foundation established on
November 30, 1987, as a not-for-profit
corporation under the laws of Illinois.

(d)(1) Appraisal management
company (AMC) means a person that:

(i) Provides appraisal management
services to creditors or to secondary
mortgage market participants, including
affiliates;

(ii) Provides such services in
connection with valuing a consumer’s
principal dwelling as security for a
consumer credit transaction or
incorporating such transactions into
securitizations; and

(iii) Within a 12-month period, as
defined in § 225.192(d), oversees an
appraiser panel of more than 15 State-
certified or State-licensed appraisers in
a State or 25 or more State-certified or
State-licensed appraisers in two or more
States, as described in § 225.192;

(2) An AMC does not include a
department or division of an entity that
provides appraisal management services
only to that entity.

(e) Appraisal management services
means one or more of the following:

(1) Recruiting, selecting, and retaining
appraisers;

(2) Contracting with State-certified or
State-licensed appraisers to perform
appraisal assignments;

(3) Managing the process of having an
appraisal performed, including
providing administrative services such
as receiving appraisal orders and
appraisal reports, submitting completed
appraisal reports to creditors and

1 See, Agencies issue final appraisal and
evalutation guidelines, http://
www.federalreserve.gov/newsevents/press/bcreg/
20101202a.htm.

secondary market participants,
collecting fees from creditors and
secondary market participants for
services provided, and paying
appraisers for services performed; and

(4) Reviewing and verifying the work
of appraisers.

(f) Appraiser panel means a network,
list or roster of licensed or certified
appraisers approved by an AMC to
perform appraisals as independent
contractors for the AMC. Appraisers on
an AMC’s “appraiser panel” under this
part include both appraisers accepted by
the AMC for consideration for future
appraisal assignments in covered
transactions or for secondary mortgage
market participants in connection with
covered transactions and appraisers
engaged by the AMC to perform one or
more appraisals in covered transactions
or for secondary mortgage market
participants in connection with covered
transactions. An appraiser is an
independent contractor for purposes of
this part if the appraiser is treated as an
independent contractor by the AMC for
purposes of Federal income taxation.

(g) Consumer credit means credit
offered or extended to a consumer
primarily for personal, family, or
household purposes.

(h) Covered transaction means any
consumer credit transaction secured by
the consumer’s principal dwelling.

(i) Creditor means:

(1) A person who regularly extends
consumer credit that is subject to a
finance charge or is payable by written
agreement in more than four
installments (not including a down
payment), and to whom the obligation is
initially payable, either on the face of
the note or contract, or by agreement
when there is no note or contract.

(2) A person regularly extends
consumer credit if the person extended
credit (other than credit subject to the
requirements of 12 CFR 1026.32) more
than 5 times for transactions secured by
a dwelling in the preceding calendar
year. If a person did not meet these
numerical standards in the preceding
calendar year, the numerical standards
shall be applied to the current calendar
year. A person regularly extends
consumer credit if, in any 12-month
period, the person originates more than
one credit extension that is subject to
the requirements of 12 CFR 1026.32 or
one or more such credit extensions
through a mortgage broker.

(j) Dwelling means:

(1) A residential structure that
contains one to four units, whether or
not that structure is attached to real
property. The term includes an
individual condominium unit,



http://www.federalreserve.gov/newsevents/press/bcreg/20101202a.htm
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cooperative unit, mobile home, and
trailer, if it is used as a residence.

(2) A consumer can have only one
“principal”” dwelling at a time. Thus, a
vacation or other second home would
not be a principal dwelling. However, if
a consumer buys or builds a new
dwelling that will become the
consumer’s principal dwelling within a
year or upon the completion of
construction, the new dwelling is
considered the principal dwelling for
purposes of this section.

(k) Federally regulated AMC means an
AMC that is owned and controlled by an
insured depository institution, as
defined in 12 U.S.C. 1813 and regulated
by the Office of the Comptroller of the
Currency, the Board of Governors of the
Federal Reserve System, or the Federal
Deposit Insurance Corporation.

(1) Federally related transaction
regulations means regulations
established by the Office of the
Comptroller of the Currency, the Board
of Governors of the Federal Reserve
System, the Federal Deposit Insurance
Corporation, or the National Credit
Union Administration, pursuant to
sections 1112, 1113, and 1114 of
FIRREA Title XI, 12 U.S.C. 3341-3343.

(m) Person means a natural person or
an organization, including a
corporation, partnership,
proprietorship, association, cooperative,
estate, trust, or government unit.

(n) Secondary mortgage market
participant means a guarantor or insurer
of mortgage-backed securities, or an
underwriter or issuer of mortgage-
backed securities. Secondary mortgage
market participant only includes an
individual investor in a mortgage-
backed security if that investor also
serves in the capacity of a guarantor,
insurer, underwriter, or issuer for the
mortgage-backed security.

(o) States mean the 50 States and the
District of Columbia and the territories
of Guam, Mariana Islands, Puerto Rico,
and the U.S. Virgin Islands.

(p) Uniform Standards of Professional
Appraisal Practice (USPAP) means the
appraisal standards promulgated by the
Appraisal Standards Board of the
Appraisal Foundation.

§225.192 Appraiser panel—annual size
calculation.

For purposes of determining whether,
within a 12-month period, an AMC
oversees an appraiser panel of more
than 15 State-certified or State-licensed
appraisers in a State or 25 or more State-
certified or State-licensed appraisers in
two or more States pursuant to
§ 225.191(d)(1)(iii)—

(a) An appraiser is deemed part of the
AMC’s appraiser panel as of the earliest
date on which the AMC:

(1) Accepts the appraiser for the
AMC’s consideration for future
appraisal assignments in covered
transactions or for secondary mortgage
market participants in connection with
covered transactions; or

(2) Engages the appraiser to perform
one or more appraisals on behalf of a
creditor for a covered transaction or
secondary mortgage market participant
in connection with a covered
transaction.

(b) An appraiser who is deemed part
of the AMC’s appraiser panel pursuant
to paragraph (a) of this section is
deemed to remain on the panel until the
date on which the AMC:

(1) Sends written notice to the
appraiser removing the appraiser from
the appraiser panel, with an explanation
of its action; or

(2) Receives written notice from the
appraiser asking to be removed from the
appraiser panel or notice of the death or
incapacity of the appraiser.

(c) If an appraiser is removed from an
AMC’s appraiser panel pursuant to
paragraph (b) of this section, but the
AMC subsequently accepts the appraiser
for consideration for future assignments
or engages the appraiser at any time
during the twelve months after the
AMC’s removal, the removal will be
deemed not to have occurred, and the
appraiser will be deemed to have been
part of the AMC’s appraiser panel
without interruption.

(d) The period for purposes of
counting appraisers on an AMC’s
appraiser panel may be the calendar
year or a 12-month period established
by law or rule of each State with which
the AMC is required to register.

§225.193 Appraisal management company
registration.

Each State electing to register AMCs
pursuant to paragraph (b)(1) of this
section must:

(a) Establish and maintain within the
State appraiser certifying and licensing
agency a licensing program that is
subject to the limitations set forth in
§225.194 and with the legal authority
and mechanisms to:

(1) Review and approve or deny an
AMC'’s application for initial
registration;

(2) Review and renew or review and
deny an AMC'’s registration periodically;

(3) Examine the books and records o
an AMC operating in the State and
require the AMC to submit reports,
information, and documents;

(4) Verify that the appraisers on the
AMC'’s appraiser panel hold valid State
certifications or licenses, as applicable;

(5) Conduct investigations of AMCs to
assess potential violations of applicable
appraisal-related laws, regulations, or
orders;

(6) Discipline, suspend, terminate, or
deny renewal of the registration of an
AMC that violates applicable appraisal-
related laws, regulations, or orders; and

(7) Report an AMC'’s violation of
applicable appraisal-related laws,
regulations, or orders, as well as
disciplinary and enforcement actions
and other relevant information about an
AMC'’s operations, to the Appraisal
Subcommittee.

(b) Impose requirements on AMCs
that are not owned and controlled by an
insured depository institution and not
regulated by a Federal financial
institutions regulatory agency to:

(1) Register with and be subject to
supervision by the State appraiser
certifying and licensing agency;

(2) Engage only State-certified or
State-licensed appraisers for Federally
related transactions in conformity with
any Federally related transaction
regulations;

(3) Establish and comply with
processes and controls reasonably
designed to ensure that the AMC, in
engaging an appraiser, selects an
appraiser who is independent of the
transaction and who has the requisite
education, expertise, and experience
necessary to competently complete the
appraisal assignment for the particular
market and property type;

(4) Direct the appraiser to perform the
assignment in accordance with USPAP;
and

(5) Establish and comply with
processes and controls reasonably
designed to ensure that the AMC
conducts its appraisal management
services in accordance with the
requirements of section 129E(a)—(i) of
the Truth in Lending Act, 15 U.S.C.
1639e(a)—(i), and regulations
thereunder.

§225.194 Ownership limitations for State-
registered appraisal management
companies.

(a) Appraiser certification or licensing
of owners. (1) An AMC subject to State
registration pursuant to § 225.193 shall
not be registered by a State or included
on the AMC National Registry if such
AMCG, in whole or in part, directly or
indirectly, is owned by any person who
has had an appraiser license or
certificate refused, denied, cancelled,
surrendered in lieu of revocation, or
revoked in any State for a substantive
cause, as determined by the appropriate
State appraiser certifying and licensing
agency.
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(2) An AMC subject to State
registration pursuant to § 225.193 is not
barred by paragraph (a)(1) of this section
from being registered by a State or
included on the AMC National Registry
if the license or certificate of the
appraiser with an ownership interest
was not revoked for a substantive cause
and has been reinstated by the State or
States in which the appraiser was
licensed or certified.

(b) Good moral character of owners.
An AMC shall not be registered by a
State if any person that owns more than
10 percent of the AMC—

(1) Is determined by the State
appraiser certifying and licensing
agency not to have good moral
character; or

(2) Fails to submit to a background
investigation carried out by the State
appraiser certifying and licensing
agency.

§225.195 Requirements for Federally
regulated appraisal management
companies.

(a) Requirements in providing
services. To provide appraisal
management services for a creditor or
secondary mortgage market participant
relating to a covered transaction, a
Federally regulated AMC must comply
with the requirements in § 225.193(b)(2)
through (5).

(b) Ownership limitations. (1) A
Federally regulated AMC shall not be
included on the AMC National Registry
if such AMC, in whole or in part,
directly or indirectly, is owned by any
person who has had an appraiser license
or certificate refused, denied, cancelled,
surrendered in lieu of revocation, or
revoked in any State for a substantive
cause, as determined by the ASC.

(2) A Federally regulated AMC is not
barred by this paragraph (b) from being
included on the AMC National Registry
if the license or certificate of the
appraiser with an ownership interest
was not revoked for a substantive cause
and has been reinstated by the State or
States in which the appraiser was
licensed or certified.

(c) Reporting information for the AMC
National Registry. A Federally regulated
AMC must report to the State or States
in which it operates the information
required to be submitted by the State to
the Appraisal Subcommittee pursuant to
the Appraisal Subcommittee’s policies
regarding the determination of the AMC
National Registry fee, including but not
necessarily limited to the collection of
information related to the limitations set
forth in this section.

§225.196 Information to be presented to
the Appraisal Subcommittee by
participating States.

Each State electing to register AMCs
for purposes of permitting AMCs to
provide appraisal management services
relating to covered transactions in the
State must submit to the Appraisal
Subcommittee the information required
to be submitted by Appraisal
Subcommittee regulations or guidance
concerning AMCs that operate in the
State.

Federal Deposit Insurance Corporation

Authority and Issuance

For the reasons set forth in the
preamble, the FDIC amends 12 CFR
parts 323 and 390 as follows:

PART 323—APPRAISALS

m 8. Revise the authority citation for part
323 to read as follows:

Authority: 12 U.S.C. 1818, 1819
[“Seventh” and “Tenth”] and 3331 et seq.
m 9. Add a heading for new subpart A
to read as follows:

Subpart A—Appraisals Generally

§§ 323.1 through 323.7—[Designated
as subpart A]
m 10. Designate §§ 323.1 through 323.7
as new subpart A.

§§323.1, 323.3, 323.4, and 323.5—
[Amended]
m 11. Amend §§ 323.1, 323.3, 323.4, and
323.5 by removing “part” and adding
“subpart” in its place in each instance
in which it appears.
m 12. Add subpart B to part 323 to read
as follows:

Subpart B—Appraisal Management
Company Minimum Requirements

Sec.

323.8 Authority, purpose, and scope.

323.9 Definitions.

323.10 Appraiser panel—annual size
calculation.

323.11 Appraisal management company
registration.

323.12 Ownership limitations for State-
registered appraisal management
companies.

323.13 Requirements for Federally
regulated appraisal management
companies.

323.14 Information to be presented to the
Appraisal Subcommittee by participating
States.

§323.8 Authority, purpose, and scope.

(a) Authority. This subpart is issued
pursuant to12 U.S.C. 1818, 1819
[“Seventh” and “Tenth”] and Title XI of
the Financial Institutions Reform,
Recovery, and Enforcement Act
(FIRREA), as amended by the Dodd-

Frank Wall Street Reform and Consumer
Protection Act (the Dodd-Frank Act)
(Pub. L. 111-203, 124 Stat. 1376 (2010)),
12 U.S.C. 3331 et seq.

(b) Purpose. The purpose of this
subpart is to implement sections 1109,
1117, 1121, and 1124 of FIRREA Title
XI, 12 U.S.C. 3338, 3346, 3350, and
3353.

(c) Scope. This subpart applies to
States and to appraisal management
companies (AMCs) providing appraisal
management services in connection
with consumer credit transactions
secured by a consumer’s principal
dwelling or securitizations of those
transactions.

(d) Rule of construction. Nothing in
this subpart should be construed to
prevent a State from establishing
requirements in addition to those in this
subpart. In addition, nothing in this
subpart should be construed to alter
guidance in, and applicability of, the
Interagency Appraisal and Evaluation
Guidelines ! or other relevant agency
guidance that cautions banks, bank
holding companies, Federal savings
associations, state savings association,
and credit unions, as applicable, that
each such entity is accountable for
overseeing the activities of third-party
service providers and ensuring that any
services provided by a third party
comply with applicable laws,
regulations, and supervisory guidance
applicable directly to the financial
institution.

§323.9 Definitions.

For purposes of this subpart:

(a) Affiliate has the meaning provided
in 12 U.S.C. 1841.

(b) AMC National Registry means the
registry of State-registered AMCs and
Federally regulated AMCs maintained
by the Appraisal Subcommittee.

(c)(1) Appraisal management
company (AMC) means a person that:

(i) Provides appraisal management
services to creditors or to secondary
mortgage market participants, including
affiliates;

(ii) Provides such services in
connection with valuing a consumer’s
principal dwelling as security for a
consumer credit transaction or
incorporating such transactions into
securitizations; and

(iii) Within a given 12-month period,
as defined in §323.10(d), oversees an
appraiser panel of more than 15 State-
certified or State-licensed appraisers in
a State or 25 or more State-certified or
State-licensed appraisers in two or more
States, as described in § 323.12;

1 https://www.fdic.gov/regulations/laws/rules/
5000-4800.html.
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(2) An AMC does not include a
department or division of an entity that
provides appraisal management services
only to that entity.

(d) Appraisal management services
means one or more of the following:

(1) Recruiting, selecting, and retaining
appraisers;

(2) Contracting with State-certified or
State-licensed appraisers to perform
appraisal assignments;

(3) Managing the process of having an
appraisal performed, including
providing administrative services such
as receiving appraisal orders and
appraisal reports, submitting completed
appraisal reports to creditors and
secondary market participants,
collecting fees from creditors and
secondary market participants for
services provided, and paying
appraisers for services performed; and

(4) Reviewing and verifying the work
of appraisers.

(e) Appraiser panel means a network,
list or roster of licensed or certified
appraisers approved by an AMC to
perform appraisals as independent
contractors for the AMC. Appraisers on
an AMC’s “appraiser panel” under this
part include both appraisers accepted by
the AMC for consideration for future
appraisal assignments in covered
transactions or for secondary mortgage
market participants in connection with
covered transactions and appraisers
engaged by the AMC to perform one or
more appraisals in covered transactions
or for secondary mortgage market
participants in connection with covered
transactions. An appraiser is an
independent contractor for purposes of
this subpart if the appraiser is treated as
an independent contractor by the AMC
for purposes of Federal income taxation.

(f) Appraisal Subcommittee means the
Appraisal Subcommittee of the Federal
Financial Institutions Examination
Council.

(g) Consumer credit means credit
offered or extended to a consumer
primarily for personal, family, or
household purposes.

(h) Covered transaction means any
consumer credit transaction secured by
the consumer’s principal dwelling.

(i) Creditor means:

(1) A person who regularly extends
consumer credit that is subject to a
finance charge or is payable by written
agreement in more than four
installments (not including a down
payment), and to whom the obligation is
initially payable, either on the face of
the note or contract, or by agreement
when there is no note or contract.

(2) A person regularly extends
consumer credit if the person extended
credit (other than credit subject to the

requirements of 12 CFR 1026.32) more
than 5 times for transactions secured by
a dwelling in the preceding calendar
year. If a person did not meet these
numerical standards in the preceding
calendar year, the numerical standards
shall be applied to the current calendar
year. A person regularly extends
consumer credit if, in any 12-month
period, the person originates more than
one credit extension that is subject to
the requirements of 12 CFR 1026.32 or
one or more such credit extensions
through a mortgage broker.

(j) Dwelling means:

(1) A residential structure that
contains one to four units, whether or
not that structure is attached to real
property. The term includes an
individual condominium unit,
cooperative unit, mobile home, and
trailer, if it is used as a residence.

(2) A consumer can have only one
“principal” dwelling at a time. Thus, a
vacation or other second home would
not be a principal dwelling. However, if
a consumer buys or builds a new
dwelling that will become the
consumer’s principal dwelling within a
year or upon the completion of
construction, the new dwelling is
considered the principal dwelling for
purposes of this section.

(k) Federally regulated AMC means an
AMC that is owned and controlled by an
insured depository institution, as
defined in 12 U.S.C. 1813 and regulated
by the Office of the Comptroller of the
Currency, the Board of Governors of the
Federal Reserve System, or the Federal
Deposit Insurance Corporation.

(1) Federally related transaction
regulations means regulations
established by the Office of the
Comptroller of the Currency, the Board
of Governors of the Federal Reserve
System, the Federal Deposit Insurance
Corporation, or the National Credit
Union Administration, pursuant to
sections 1112, 1113, and 1114 of
FIRREA Title XI, 12 U.S.C. 3341-3343.

(m) Person means a natural person or
an organization, including a
corporation, partnership,
proprietorship, association, cooperative,
estate, trust, or government unit.

(n) Secondary mortgage market
participant means a guarantor or insurer
of mortgage-backed securities, or an
underwriter or issuer of mortgage-
backed securities. Secondary mortgage
market participant only includes an
individual investor in a mortgage-
backed security if that investor also
serves in the capacity of a guarantor,
insurer, underwriter, or issuer for the
mortgage-backed security.

(o) States mean the 50 States and the
District of Columbia and the territories

of Guam, Mariana Islands, Puerto Rico,
and the U.S. Virgin Islands.

(p) Uniform Standards of Professional
Appraisal Practice (USPAP) means the
appraisal standards promulgated by the
Appraisal Standards Board of the
Appraisal Foundation.

§323.10 Appraiser panel—annual size
calculation.

For purposes of determining whether,
within a 12-month period, an AMC
oversees an appraiser panel of more
than 15 State-certified or State-licensed
appraisers in a State or 25 or more State-
certified or State-licensed appraisers in
two or more States pursuant to
§323.9(c)(1)(iii)—

(a) An appraiser is deemed part of the
AMC’s appraiser panel as of the earliest
date on which the AMC:

(1) Accepts the appraiser for the
AMC’s consideration for future
appraisal assignments in covered
transactions or for secondary mortgage
market participants in connection with
covered transactions; or

(2) Engages the appraiser to perform
one or more appraisals on behalf of a
creditor for a covered transaction or
secondary mortgage market participant
in connection with a covered
transaction.

(b) An appraiser who is deemed part
of the AMC’s appraiser panel pursuant
to paragraph (a) of this section is
deemed to remain on the panel until the
date on which the AMC:

(1) Sends written notice to the
appraiser removing the appraiser from
the appraiser panel, with an explanation
of its action; or

(2) Receives written notice from the
appraiser asking to be removed from the
appraiser panel or notice of the death or
incapacity of the appraiser.

(c) If an appraiser is removed from an
AMC'’s appraiser panel pursuant to
paragraph (b) of this section, but the
AMC subsequently accepts the appraiser
for consideration for future assignments
or engages the appraiser at any time
during the twelve months after the
AMC’s removal, the removal will be
deemed not to have occurred, and the
appraiser will be deemed to have been
part of the AMC’s appraiser panel
without interruption.

(d) The period for purposes of
counting appraisers on an AMC’s
appraiser panel may be the calendar
year or a 12-month period established
by law or rule of each State with which
the AMC is required to register.

§323.11 Appraisal management company
registration.

Each State electing to register AMCs
pursuant to paragraph (b)(1) of this
section must:
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(a) Establish and maintain within the
State appraiser certifying and licensing
agency a licensing program that is
subject to the limitations set forth in
§ 323.12 and with the legal authority
and mechanisms to:

(1) Review and approve or deny an
AMC’s application for initial
registration;

(2) Review and renew or review and
deny an AMC'’s registration periodically;

(3) Examine the books and records of
an AMC operating in the State and
require the AMC to submit reports,
information, and documents;

(4) Verify that the appraisers on the
AMC’s appraiser panel hold valid State
certifications or licenses, as applicable;

(5) Conduct investigations of AMCs to
assess potential violations of applicable
appraisal-related laws, regulations, or
orders;

(6) Discipline, suspend, terminate, or
deny renewal of the registration of an
AMC that violates applicable appraisal-
related laws, regulations, or orders; and

(7) Report an AMC'’s violation of
applicable appraisal-related laws,
regulations, or orders, as well as
disciplinary and enforcement actions
and other relevant information about an
AMC'’s operations, to the Appraisal
Subcommittee.

(b) Impose requirements on AMCs
that are not owned and controlled by an
insured depository institution and not
regulated by a Federal financial
institution regulatory agency to:

(1) Register with and be subject to
supervision by the State appraiser
certifying and licensing agency;

(2) Engage only State-certified or
State-licensed appraisers for Federally
regulated transactions in conformity
with any Federally related transaction
regulations;

(3) Establish and comply with
processes and controls reasonably
designed to ensure that the AMC, in
engaging an appraiser, selects an
appraiser who is independent of the
transaction and who has the requisite
education, expertise, and experience
necessary to competently complete the
appraisal assignment for the particular
market and property type;

(4) Direct the appraiser to perform the
assignment in accordance with USPAP;
and

(5) Establish and comply with
processes and controls reasonably
designed to ensure that the AMC
conducts its appraisal management
services in accordance with the
requirements of section 129E(a)—(i) of
the Truth in Lending Act, 15 U.S.C.
1639e(a)—(i), and regulations
thereunder.

§323.12 Ownership limitations for State-
registered appraisal management
companies.

(a) Appraiser certification or licensing
of owners. (1) An AMC subject to State
registration pursuant to this section
shall not be registered by a State or
included on the AMC National Registry
if such AMC, in whole or in part,
directly or indirectly, is owned by any
person who has had an appraiser license
or certificate refused, denied, cancelled,
surrendered in lieu of revocation, or
revoked in any State for a substantive
cause, as determined by the appropriate
State appraiser certifying and licensing
agency.

(2) An AMC subject to State
registration pursuant to this section is
not barred by § 323.11(a)(1) from being
registered by a State or included on the
AMC National Registry if the license or
certificate of the appraiser with an
ownership interest was not revoked for
a substantive cause and has been
reinstated by the State or States in
which the appraiser was licensed or
certified.

(b) Good moral character of owners.
An AMC shall not be registered by a
State if any person that owns more than
10 percent of the AMC—

(1) Is determined by the State
appraiser certifying and licensing
agency not to have good moral
character; or

(2) Fails to submit to a background
investigation carried out by the State
appraiser certifying and licensing
agency.

§323.13 Requirements for Federally
regulated appraisal management
companies.

(a) Requirements in providing
services. To provide appraisal
management services for a creditor or
secondary mortgage market participant
relating to a covered transaction, a
Federally regulated AMC must comply
with the requirements in § 323.11(b)(2)
through (5).

(b) Ownership limitations. (1) A
Federally regulated AMC shall not be
included on the AMC National Registry
if such AMC, in whole or in part,
directly or indirectly, is owned by any
person who has had an appraiser license
or certificate refused, denied, cancelled,
surrendered in lieu of revocation, or
revoked in any State for a substantive
cause, as determined by the ASC.

(2) A Federally regulated AMC is not
barred by § 323.12(b) from being
included on the AMC National Registry
if the license or certificate of the
appraiser with an ownership interest
was not revoked for a substantive cause
and has been reinstated by the State or

States in which the appraiser was
licensed or certified.

(c) Reporting information for the AMC
National Registry. A Federally regulated
AMC must report to the State or States
in which it operates the information
required to be submitted by the State
pursuant to the Appraisal
Subcommittee’s policies regarding the
determination of the AMC National
Registry fee, including but not
necessarily limited to the collection of
information related to the limitations set
forth in § 323.12, as applicable.

§323.14 Information to be presented to the
Appraisal Subcommittee by participating
States.

Each State electing to register AMCs
for purposes of permitting AMCs to
provide appraisal management services
relating to covered transactions in the
State must submit to the Appraisal
Subcommittee the information required
to be submitted by Appraisal
Subcommittee regulations or guidance
concerning AMCs that operate in the
State.

PART 390—REGULATIONS
TRANSFERRED FROM THE OFFICE OF
THRIFT SUPERVISION

m 13. The authority citation for part 390
is revised to read as follows:

Authority: 12 U.S.C. 1819.

Subpart A also issued under 12 U.S.C.
1820.

Subpart B also issued under 12 U.S.C.
1818.

Subpart C also issued under 5 U.S.C. 504;
554-557; 12 U.S.C. 1464; 1467; 1468; 1817;
1818; 1820; 1829; 3349, 4717; 15 U.S.C. 78I;
780-5; 78u-2; 28 U.S.C. 2461 note; 31 U.S.C.
5321; 42 U.S.C. 4012a.

Subpart D also issued under 12 U.S.C.
1817; 1818; 1820; 15 U.S.C. 781

Subpart E also issued under 12 U.S.C.
1813; 1831m; 15 U.S.C. 78.

Subpart F also issued under 5 U.S.C. 552;
559; 12 U.S.C. 2901 et seq.

Subpart G also issued under 12 U.S.C. 2810
et seq., 2901 et seq.; 15 U.S.C. 1691; 42 U.S.C.
1981, 1982, 3601-3619.

Subpart I also issued under 12 U.S.C.
1831x.

Subpart J also issued under 12 U.S.C.
1831p-1.

Subpart K also issued under 12 U.S.C.
1817; 1818; 15 U.S.C. 78c; 78l.

Subpart L also issued under 12 U.S.C.
1831p-1.

Subpart M also issued under 12 U.S.C.
1818.

Subpart N also issued under 12 U.S.C.
1821.

Subpart O also issued under 12 U.S.C.
1828.

Subpart P also issued under 12 U.S.C.
1470; 1831e; 1831n; 1831p—1; 3339.

Subpart Q also issued under 12 U.S.C.
1462; 1462a; 1463; 1464.
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Subpart R also issued under 12 U.S.C.
1463; 1464; 1831m; 1831n; 1831p-1.

Subpart S also issued under 12 U.S.C.
1462; 1462a; 1463; 1464; 1468a; 1817; 1820;
1828; 1831e; 18310; 1831p—1; 1881-1884;
3207; 3339; 15 U.S.C. 78b; 781; 78m; 78n;
78p; 78q; 78w; 31 U.S.C. 5318; 42 U.S.C.
4106.

Subpart T also issued under 12 U.S.C.
1462a; 1463; 1464; 15 U.S.C. 78c; 78I; 78m;
78n; 78w.

Subpart U also issued under 12 U.S.C.
1462a; 1463; 1464; 15 U.S.C. 78c; 781; 78m;
78n; 78p; 78w; 78d—1; 7241; 7242; 7243;
7244; 7261; 7264; 7265.

Subpart V also issued under 12 U.S.C.
3201-3208.

Subpart W also issued under 12 U.S.C.
1462a; 1463; 1464; 15 U.S.C. 78c; 781; 78m;
78n; 78p; 78w.

Subpart Y also issued under 12
U.S.C.18310.

Subpart Z also issued under 12 U.S.C.
1462; 1462a; 1463; 1464; 1828 (note).

Subpart X—[Removed and Reserved]

m 14. Remove and reserve subpart X
consisting of §§ 390.440 through
390.447.

Bureau of Consumer Financial
Protection

Authority and Issuance

For the reasons stated above, the
Bureau amends Regulation Z, 12 CFR
part 1026, as follows:

PART 1026—TRUTH IN LENDING
(REGULATION 2)

m 15. The authority citation for part
1026 is revised to read as follows:

Authority: 12 U.S.C. 2601, 2603-2605,
2607, 2609, 2617, 3353, 5511, 5512, 5532,
5581; 15 U.S.C. 1601 et seq.

Subpart A—General

m 16. Section 1026.1 is amended by
revising paragraph (a) to read as follows:

§1026.1 Authority, purpose, coverage,
organization, enforcement, and liability.

(a) Authority. This part, known as
Regulation Z, is issued by the Bureau of
Consumer Financial Protection to
implement the Federal Truth in Lending
Act, which is contained in title I of the
Consumer Credit Protection Act, as
amended (15 U.S.C. 1601 et seq.). This
part also implements title XII, section
1204 of the Competitive Equality
Banking Act of 1987 (Pub. L. 100-86,
101 Stat. 552). Furthermore, this part
implements certain provisions of the
Real Estate Settlement Procedures Act of
1974, as amended (12 U.S.C. 2601 et
seq.). In addition, this part implements
certain provisions of the Financial
Institutions Reform, Recovery, and
Enforcement Act, as amended (12 U.S.C.

3331 et seq.). The Bureau’s information-
collection requirements contained in
this part have been approved by the
Office of Management and Budget
(OMB) under the provisions of 44 U.S.C.
3501 et seq. and have been assigned
OMB No. 3170-0015 (Truth in Lending).

* * * * *

Subpart E—Special Rules for Certain
Home Mortgage Transactions

m 17. Section 1026.42 is amended by
adding paragraph (h) to read as follows:

§1026.42 Valuation independence.
* * * * *

(h) The Bureau issued a joint rule to
implement the appraisal management
company minimum requirements in the
Financial Institutions Reform, Recovery,
and Enforcement Act, as amended by
section 1473 of the Dodd-Frank Wall
Street Reform and Consumer Protection
Act. See 12 CFR part 34.

Federal Housing Finance Agency

Authority and Issuance

For the reasons set forth in the
SUPPLEMENTARY INFORMATION, FHFA
amends 12 CFR part 1222, as follows:

PART 1222—APPRAISALS

m 18. The authority citation for part
1222 is revised to read as follows:

Authority: 12 U.S.C. 4501 et seq., 12 U.S.C.
4526 and 15 U.S.C. 1639h.

m 19. Add subpart B to part 1222 to read
as follows:

Subpart B—Appraisal Management
Company Minimum Requirements

Sec.

1222.20 Authority, purpose, and scope.

1222.21 Definitions.

1222.22 Appraiser panel—annual size
calculation.

1222.23 Appraisal management company
registration.

1222.24 Ownership limitations for State-
registered appraisal management
companies.

1222.25 Requirements for Federally
regulated appraisal management
companies.

1222.26 Information to be presented to the
Appraisal Subcommittee by participating
States.

§1222.20 Authority, purpose, and scope.
(a) Authority. This subpart is issued
by the Federal Housing Finance Agency

pursuant to 12 U.S.C. 4501 et seq., 12
U.S.C. 4526, and Title XI of the
Financial Institutions Reform, Recovery,
and Enforcement Act (FIRREA), as
amended by the Dodd-Frank Wall Street
Reform and Consumer Protection Act
(the Dodd-Frank Act) (Pub. L. 111-203,

124 Stat. 1376 (2010)), 12 U.S.C. 3331 et
seq.

(b) Purpose. The purpose of this
subpart is to implement sections 1109,
1117, 1121, and 1124 of FIRREA Title
XI, 12 U.S.C. 3338, 3346, 3350, and
3353.

(c) Scope. This subpart applies to
States and to appraisal management
companies (AMCs) providing appraisal
management services in connection
with consumer credit transactions
secured by a consumer’s principal
dwelling or securitizations of those
transactions.

(d) Rule of construction. Nothing in
this subpart should be construed to
prevent a State from establishing
requirements in addition to those in this
subpart. In addition, nothing in this
subpart should be construed to alter
guidance in, and applicability of, the
Interagency Appraisal and Evaluation
Guidelines * or other relevant agency
guidance that cautions banks, bank
holding companies, Federal savings
associations, state savings associations,
and credit unions, as applicable, that
each such entity is accountable for
overseeing the activities of third-party
service providers and ensuring that any
services provided by a third party
comply with applicable laws,
regulations, and supervisory guidance
applicable directly to the financial
institution.

§1222.21

For purposes of this subpart:

(a) Affiliate has the meaning provided
in 12 U.S.C. 1841.

(b) AMC National Registry means the
registry of State-registered AMCs and
Federally regulated AMCs maintained
by the Appraisal Subcommittee.

(c)(1) Appraisal management
company (AMC) means a person that:

(i) Provides appraisal management
services to creditors or to secondary
mortgage market participants, including
affiliates;

(ii) Provides such services in
connection with valuing a consumer’s
principal dwelling as security for a
consumer credit transaction or
incorporating such transactions into
securitizations; and

(iii) Within a given 12-month period,
as defined in §1222.22(d), oversees an
appraiser panel of more than 15 State-
certified or State-licensed appraisers in
a State or 25 or more State-certified or
State-licensed appraisers in two or more
States, as described in §1222.22;

(2) An AMC does not include a
department or division of an entity that

Definitions.

175 FR 77450 (December 10, 2010).
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provides appraisal management services
only to that entity.

(d) Appraisal management services
means one or more of the following:

(1) Recruiting, selecting, and retaining
appraisers;

(2) Contracting with State-certified or
State-licensed appraisers to perform
appraisal assignments;

(3) Managing the process of having an
appraisal performed, including
providing administrative services such
as receiving appraisal orders and
appraisal reports, submitting completed
appraisal reports to creditors and
secondary market participants,
collecting fees from creditors and
secondary market participants for
services provided, and paying
appraisers for services performed; and

(4) Reviewing and verifying the work
of appraisers.

(e) Appraiser panel means a network,
list or roster of licensed or certified
appraisers approved by an AMC to
perform appraisals as independent
contractors for the AMC. Appraisers on
an AMC’s “appraiser panel”” under this
part include both appraisers accepted by
the AMC for consideration for future
appraisal assignments in covered
transactions or for secondary mortgage
market participants in connection with
covered transactions and appraisers
engaged by the AMC to perform one or
more appraisals in covered transactions
or for secondary mortgage market
participants in connection with covered
transactions. An appraiser is an
independent contractor for purposes of
this subpart if the appraiser is treated as
an independent contractor by the AMC
for purposes of Federal income taxation.

(f) Appraisal Subcommittee means the
Appraisal Subcommittee of the Federal
Financial Institutions Examination
Council.

(g) Consumer credit means credit
offered or extended to a consumer
primarily for personal, family, or
household purposes.

(h) Covered transaction means any
consumer credit transaction secured by
the consumer’s principal dwelling.

(i) Creditor means:

(1) A person who regularly extends
consumer credit that is subject to a
finance charge or is payable by written
agreement in more than four
installments (not including a down
payment), and to whom the obligation is
initially payable, either on the face of
the note or contract, or by agreement
when there is no note or contract.

(2) A person regularly extends
consumer credit if the person extended
credit (other than credit subject to the
requirements of 12 CFR 1026.32) more
than 5 times for transactions secured by

a dwelling in the preceding calendar
year. If a person did not meet these
numerical standards in the preceding
calendar year, the numerical standards
shall be applied to the current calendar
year. A person regularly extends
consumer credit if, in any 12-month
period, the person originates more than
one credit extension that is subject to
the requirements of 12 CFR 1026.32 or
one or more such credit extensions
through a mortgage broker.

(j) Dwelling means:

(1) A residential structure that
contains one to four units, whether or
not that structure is attached to real
property. The term includes an
individual condominium unit,
cooperative unit, mobile home, and
trailer, if it is used as a residence.

(2) A consumer can have only one
“principal” dwelling at a time. Thus, a
vacation or other second home would
not be a principal dwelling. However, if
a consumer buys or builds a new
dwelling that will become the
consumer’s principal dwelling within a
year or upon the completion of
construction, the new dwelling is
considered the principal dwelling for
purposes of this section.

(k) Federally regulated AMC means an
AMC that is owned and controlled by an
insured depository institution, as
defined in 12 U.S.C. 1813 and that is
regulated by the Office of the
Comptroller of the Currency, the Board
of Governors of the Federal Reserve
System, or the Federal Deposit
Insurance Corporation.

(1) Federally related transaction
regulations means regulations
established by the Office of the
Comptroller of the Currency, the Board
of Governors of the Federal Reserve
System, the Federal Deposit Insurance
Corporation, or the National Credit
Union Administration, pursuant to
sections 1112, 1113, and 1114 of
FIRREA Title XI, 12 U.S.C. 3341-3343.

(m) Person means a natural person or
an organization, including a
corporation, partnership,
proprietorship, association, cooperative,
estate, trust, or government unit.

(n) Secondary mortgage market
participant means a guarantor or insurer
of mortgage-backed securities, or an
underwriter or issuer of mortgage-
backed securities. Secondary mortgage
market participant only includes an
individual investor in a mortgage-
backed security if that investor also
serves in the capacity of a guarantor,
insurer, underwriter, or issuer for the
mortgage-backed security.

(o) States mean the 50 States and the
District of Columbia and the territories

of Guam, Mariana Islands, Puerto Rico,
and the U.S. Virgin Islands.

(p) Uniform Standards of Professional
Appraisal Practice (USPAP) means the
appraisal standards promulgated by the
Appraisal Standards Board of the
Appraisal Foundation.

§1222.22 Appraiser panel—annual size
calculation.

For purposes of determining whether,
within a 12-month period, an AMC
oversees an appraiser panel of more
than 15 State-certified or State-licensed
appraisers in a State or 25 or more State-
certified or State-licensed appraisers in
two or more States pursuant to
§1222.21(c)(1)(iii)—

(a) An appraiser is deemed part of the
AMC’s appraiser panel as of the earliest
date on which the AMC:

(1) Accepts the appraiser for the
AMC’s consideration for future
appraisal assignments in covered
transactions or for secondary mortgage
market participants in connection with
covered transactions; or

(2) Engages the appraiser to perform
one or more appraisals on behalf of a
creditor for a covered transaction or
secondary mortgage market participant
in connection with covered
transactions.

(b) An appraiser who is deemed part
of the AMC’s appraiser panel pursuant
to paragraph (a) of this section is
deemed to remain on the panel until the
date on which the AMC:

(1) Sends written notice to the
appraiser removing the appraiser from
the appraiser panel, with an explanation
of its action; or

(2) Receives written notice from the
appraiser asking to be removed from the
appraiser panel or notice of the death or
incapacity of the appraiser.

(c) If an appraiser is removed from an
AMC'’s appraiser panel pursuant to
paragraph (b) of this section, but the
AMC subsequently accepts the appraiser
for consideration for future assignments
or engages the appraiser at any time
during the twelve months after the
AMC’s removal, the removal will be
deemed not to have occurred, and the
appraiser will be deemed to have been
part of the AMC’s appraiser panel
without interruption.

(d) The period for purposes of
counting appraisers on an AMC’s
appraiser panel may be the calendar
year or a 12-month period established
by law or rule of each State with which
the AMC is required to register.

§1222.23 Appraisal management company
registration.

Each State electing to register AMCs
pursuant to paragraph (b)(1) of this
section must:
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(a) Establish and maintain within the
State appraiser certifying and licensing
agency a licensing program that is
subject to the limitations set forth in
§1222.24 and with the legal authority
and mechanisms to:

(1) Review and approve or deny an
AMC’s application for initial
registration;

(2) Review and renew or review and
deny an AMC’s registration periodically;

(3) Examine the books and records of
an AMC operating in the State and
require the AMC to submit reports,
information, and documents;

(4) Verify that the appraisers on the
AMC’s panel hold valid State
certifications or licenses, as applicable;

(5) Conduct investigations of AMCs to
assess potential violations of applicable
appraisal-related laws, regulations, or
orders;

(6) Discipline, suspend, terminate, or
deny renewal of the registration of an
AMC that violates applicable appraisal-
related laws, regulations, or orders; and

(7) Report an AMC'’s violation of
applicable appraisal-related laws,
regulations, or orders, as well as
disciplinary and enforcement actions
and other relevant information about an
AMC'’s operations, to the Appraisal
Subcommittee.

(b) Impose requirements on AMCs
that are not owned and controlled by an
insured depository institution and not
regulated by a Federal financial
institutions regulatory agency to:

(1) Register with and be subject to
supervision by the State appraiser
certifying and licensing agency;

(2) Engage only State-certified or
State-licensed appraisers for Federally
related transactions in conformity with
any Federally related transaction
regulations;

(3) Establish and comply with
processes and controls reasonably
designed to ensure that the AMC, in
engaging an appraiser, selects an
appraiser who is independent of the
transaction and who has the requisite
education, expertise, and experience
necessary to competently complete the
appraisal assignment for the particular
market and property type;

(4) Direct the appraiser to perform the
assignment in accordance with USPAP;
and

(5) Establish and comply with
processes and controls reasonably
designed to ensure that the AMC
conducts its appraisal management
services in accordance with the
requirements of section 129E(a)—(i) of

the Truth in Lending Act, 15 U.S.C.
1639e(a)—(i), and regulations
thereunder.

§1222.24 Ownership limitations for State-
registered appraisal management
companies.

(a) Appraiser certification or licensing
of owners. (1) An AMC subject to State
registration pursuant to § 1222.23 shall
not be registered by a State or included
on the AMC National Registry if such
AMG, in whole or in part, directly or
indirectly, is owned by any person who
has had an appraiser license or
certificate refused, denied, cancelled,
surrendered in lieu of revocation, or
revoked in any State for a substantive
cause, as determined by the appropriate
State appraiser certifying and licensing
agency.

(2) An AMC subject to State
registration pursuant to § 1222.23 is not
barred by paragraph (a)(1) of this section
from being registered by a State or
included on the AMC National Registry
if the license or certificate of the
appraiser with an ownership interest
was not revoked for a substantive cause
and has been reinstated by the State or
States in which the appraiser was
licensed or certified.

(b) Good moral character of owners.
An AMC shall not be registered by a
State if any person that owns more than
10 percent of the AMC—

(1) Is determined by the State
appraiser certifying and licensing
agency not to have good moral
character; or

(2) Fails to submit to a background
investigation carried out by the State
appraiser certifying and licensing
agency.

§1222.25 Requirements for Federally
regulated appraisal management
companies.

(a) Requirements in providing
services. To provide appraisal
management services for a creditor or
secondary mortgage market participant
relating to a covered transaction, a
Federally regulated AMC must comply
with the requirements in § 1222.23(b)(2)
through (5).

(b) Ownership limitations. (1) A
Federally regulated AMC shall not be
included on the AMC National Registry
if such AMC, in whole or in part,
directly or indirectly, is owned by any
person who has had an appraiser license
or certificate refused, denied, cancelled,
surrendered in lieu of revocation, or
revoked in any State for a substantive
cause, as determined by the ASC.

(2) A Federally regulated AMC is not
barred pursuant to paragraph (b)(1) of
this section from being included on the
AMC National Registry if the license or
certificate of the appraiser with an
ownership interest was not revoked for
substantive cause and has been
reinstated by the State or States in
which the appraiser was licensed or
certified.

(c) Reporting information for the AMC
National Registry. A Federally regulated
AMC must report to the State or States
in which it operates the information
required to be submitted by the State to
the Appraisal Subcommittee pursuant to
the Appraisal Subcommittee’s policies
regarding the determination of the AMC
National Registry fee, including but not
necessarily limited to the collection of
information related to the limitations set
forth in this section, as applicable.

§1222.26 Information to be presented to
the Appraisal Subcommittee by
participating States.

Each State electing to register AMCs
for purposes of permitting AMCs to
provide appraisal management services
relating to covered transactions in the
State must submit to the Appraisal
Subcommittee the information required
to be submitted by Appraisal
Subcommittee regulations or guidance
concerning AMCs that operate in the
State.

Dated: April 21, 2015.

Thomas J. Curry,
Comptroller of the Currency.

By order of the Board of Governors of the
Federal Reserve System, April 29, 2015

Robert deV. Frierson,
Secretary of the Board.
Dated: April 21, 2015.
Robert E. Feldman,
Executive Secretary.
By order of the Board of Directors.
Federal Deposit Insurance Corporation.
Dated: April 14, 2015.
Richard Cordray,

Director, Bureau of Consumer Financial
Protection.

Dated: March 23, 2015.

Melvin L. Watt,

Director, Federal Housing Finance Agency.
In concurrence:
Dated: April 22, 2015.

Gerard Poliquin,

Secretary of the Board, NCUA.

[FR Doc. 2015-12719 Filed 6-8-15; 8:45 am]
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Appraisal Subcommittee
1325 G Street, NW, Suite 500
Washington, DC 20005

(202) 604-3387
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Confidentiality Notice: The information contained in this transmittal, including attachments if any, may be confidential or
privileged under applicable law, or otherwise may be protected from disclosure to anyone other than the intended
recipient(s). Any review, use, distribution, or copying of the contents of this e-mail or its attachments by any person other
than the intended recipient for any purpose other than its intended use, is strictly prohibited and may be unlawful. This
communication is not intended as a waiver of the confidential, privileged or exempted status of the information transmitted. If
you have received this e-mail in error, you should permanently delete the e-mail and any attachments. Do not save, copy,
disclose, or rely on any part of the information contained in this e-mail or its attachments. Also immediately notify the sender
of the misdirection of this transmittal. Your cooperation is appreciated.

From: Zinn, Sher K (CED) <sher.zinn@alaska.gov>

Sent: Wednesday, July 31, 2019 12:52 PM

To: Claire M. Brooks <claire@asc.gov>; neil@asc.gov

Cc: Bonnell, Joseph K (CED) <joseph.bonnell@alaska.gov>
Subject: Covered Transactions

Claire and Neil,

As we discussed on Monday, the regulations for AMC panels should refer to “covered transactions”,
and not “federally related transactions”.

Would it be possible for you to give me a brief overview of the difference between the two? Since
the Alaska statutes do not refer to “covered transactions” but federally related transactions, if asked,
| would like to show our Department of Law what the difference is, and why we are changing to
“covered transactions”.

On page 32683 of the attachment Neil sent to me, it states that the appraisal management company
“engage only state certified or state licensed appraiser for Federally related transactions in
conformity with any Federally related transaction regulations”. | need to know how this differs from
“covered transactions”. | found the definition for covered transaction but not one for federally
related transactions.

Thank you,

Sher Zinn

Regulations Specialist

Division of Corporations, Business

And Professtonal Licensing
907-465-1049
Sher.zinn @ alaska.gov
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From: Brooks, Claire (CED sponsored)

To: Bonnell, Joseph K (CED); Alcancia, Allan A (CED); Zinn, Sher K (CED)
Cc: Fenochietti, Neal (CED sponsored)

Subject: AMC Discussion

Date: Monday, July 29, 2019 1:17:15 PM

Below are the notes | have regarding the current laws for AMCs and compliance with the AMC Rule:

Courtesy review of AMC laws:

12 AAC 70.175. ANNUAL REPORTING AND FEDERAL REGISTRY REQUIREMENTS FOR

APPRAISAL MANAGEMENT COMPANIES. (a) A registered appraisal management company shall report annually on a
form provided by the department and submit the registry fee required in 12 AAC 02.370(b)(5) for each appraiser on
the appraiser panel performing appraisals for federally related transactions in the state during the preceding
calendar year.

(b) Federally reqgulated appraisal management companies shall report annually to the board information required by
AS 08.87.155 on a form provided by the department and submit the registry fee required in 12 AAC 02.370(b)(5) for
each appraiser on the appraiser panel performing appraisals for federally related transactions in the state during the
preceding calendar year.

This should say “covered transactions.”

Sec. 08.87.135.(7) is not directly or indirectly owned in whole or in part by a person that has had a certificate to act
as a real estate appraiser denied, cancelled, suspended, revoked, put on probation, or surrendered in lieu of a
pending revocation in any state unless the person has later had a certificate to act as a real estate appraiser granted
or reinstated by the same state;

Does not include not revoked for a substantive cause.

Cannot find any requirement that an AMC not remove an appraiser without prior notice. We believes this is
needed.

Clacre

Claire Brooks

Policy Manager

Appraisal Subcommittee
1325 G Street, NW, Suite 500
Washington, DC 20005

(202) 604-3387
WWW.asC.gov
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recipient(s). Any review, use, distribution, or copying of the contents of this e-mail or its attachments by any person other
than the intended recipient for any purpose other than its intended use, is strictly prohibited and may be unlawful. This
communication is not intended as a waiver of the confidential, privileged or exempted status of the information transmitted. If
you have received this e-mail in error, you should permanently delete the e-mail and any attachments. Do not save, copy,
disclose, or rely on any part of the information contained in this e-mail or its attachments. Also immediately notify the sender
of the misdirection of this transmittal. Your cooperation is appreciated.
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From: Brooks, Claire (CED sponsored)

To: Bonnell, Joseph K (CED); Alcancia, Allan A (CED); Zinn, Sher K (CED); Chambers, Sara C (CED)
Subject: Notes from Compliance Reviews
Date: Monday, August 5, 2019 7:27:19 PM

Good evening Alaska!

Obviously I’'m still on Alaska time. As promised, below are some notes and/or suggestions
from the our exit conference of last week. I also included some notes on where we believe
Alaska’s laws exceed the minimum Federal requirements.

Appraiser Laws:

We didn’t find any areas that were out of compliance but there are several areas where
AK exceeds the minimum AQB Criteria. This appears to conflict with Alaska’s statute:
STATUTE 08.87.020 (3) states that regulations adopted by the Board for 08.87.110 (General,
residential, and institutional real estate appraiser certificates), 08.87.120 (Continuing
education requirements for renewal of a certificate) and 08.87.310 (Trainee appraiser;
supervisory appraiser), may not be more stringent than Federal law. While States are
allowed to be more restrictive than the Federal requirements, I thought you may want to
know the areas we noticed that exceeded:

o [2AAC70.108. WORK EXPERIENCE REQUIREMENTS FOR REAL ESTATE
APPRAISER CERTIFICATION. (c) An applicant may not receive credit for more than
1,250 hours of experience in real property appraisal in a 12-month period. The AQB
Criteria doesn’t limit the number of hours someone can accumulate in 12-months.
This provision also confuses your own regulation which was changed to reflect the
2018 AQB Criteria - 12 AAC 70.108. WORK EXPERIENCE REQUIREMENTS FOR
REAL ESTATE APPRAISER CERTIFICATION. (a) An applicant for certification as a
general real estate appraiser shall submit verification of 3,000 hours of appraisal work
obtained continuously over a period of not less than 18 months... (b) An applicant for
certification as a residential real estate appraiser shall submit verification of 1,500 hours
of appraisal experience obtained continuously over a period of not less than 12 months.

Under 12 AAC 70.108(c) it would take a general real estate appraiser over 2 years to

reach 3,000 hours and more than 12 month for the certified residential to reach 1,500
hours. I believe this will confuse applicants (and in fact heard evidence of this when a
trainee called into the Board meeting we attended) not to mention it may be easily be

challenged.

o [2AAC70.220. HOURS OF CONTINUING EDUCATION REQUIRED (d) Up to one-

half of the hours required by this section may be obtained through distance education
approved under 12 AAC 70.210 or online courses approved under 12 AAC 70.215. AQB
Criteria does not limit distance education.

o [2A4AC70.110. VERIFICATION OF WORK EXPERIENCE. (a) An applicant'’s qualifying

work experience must be verified by a combination of at least three different individuals...
AQB Criteria only requires the Supervisor to verify work experience by signing the
trainee’s work log.

o [2AAC 70.935. SUPERVISION OF TRAINEE APPRAISERS. (3) personally inspecting
each appraised property with the trainee appraiser until the supervisory appraiser
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determines that the trainee appraiser is competent, in accordance with the Competency
Rule of the Uniform Standards of Professional Appraisal Practice, for the property type;
the supervisory appraiser shall make the determination of competency in writing on a_form
provided by the department and shall submit the determination to the department not later
than 10 days after the date of the determination. Determination of competency form
completed by supervisor for trainees. Supervisor must complete and turn in. If they find
trainees went to properties on their own before the receipt of this form, experience does
not count. The AQB Criteria doesn’t require Supervisors to notify the State when
they feel the trainee is competent to inspect the property. Although this may or may
not be considered “more stringent” than AQB Criteria, it could become a big
problem for an applicant if the Supervisor forgets to complete the form as all
experience gained without the Supervisor will be useless toward experience hours.

Temporary Practice:

State staff is not always logged into the National Registry when checking temporary practice
applications. We found this mainly in older application files. Logging in will show all prior
discipline.

The “Application Complete” date on log should be the date the State receives all the
information from the applicant necessary to process. It is not the date the staff completed and
issued the application. So if an applicant applies on 1/1/19 for a temporary permit, you log
that date in under “Application Received” but then they failed to provide all the States they
were licensed in and you send it back to them. On 1/10/19, you receive the list back from the
applicant. This is the date of “Application Complete.”

Some temporary application files didn’t have a completed check-list. Although we were able
to verify any delays, the check-list is very helpful.

National Registry:

During this Review cycle, when processing renewals, effective dates in registry were entered
as 0219 instead of 2019 several times which caused an issue with the National Registry data.
Alaska was notified and the State came up with the following plan to avoid the errors in the
future: We have been reviewing the processes, and our plan for ensuring accuracy will be to
run the Appraiser Change Log from the Extranet and have a second person open up the
individual records which were changed and verify the dates are correct. Please continue this
process. At the next renewal, consider sending a data file with all your appraiser data instead
of hand keying each entry. It may be easier and help reduce errors. Contact Brian and he can
walk you through when you’re the process.

Applications:

ASC’s Policy Statement 4 states “States are required to take remedial action when it is
determined that more than ten percent of audited appraiser’s affidavits for continuing
education credit claimed fail to meet the minimum AQB Criteria.” The 2017 audit had 24
individuals out of a licensing pool of 249 (roughly 10%). Of those 24 individuals, 2 failed to
renew and so did not respond and 4 failed the audit. 4 out of 22 responding is 18% failure
rate. However, we reviewed the files and 2 of those met the AQB requirements but failed
because the State only allows 2 of the education to be taken on-line. For ASC’s purposes the
CE failure rate was acceptable at 9% (22/2). Alaska should consider adding notification to the
renewal application and the website as a reminder that %2 of the education must be classroom.



ASC’s Policy Statement 4 also states: “The State’s validation procedures must be structured
to permit acceptable projections of the sample results to the entire population of subject
appraisers. Therefore, the sample must include an adequate number of affidavits selected from
each federally recognized credential level...” The 2017 and 2019 audits did not include
trainees.. [ understand the lack of trainee licenses was a product of the random selection
process and that the State added 3 trainees to the upcoming 2019 audit and will ensure each
licensing category is included.

Reciprocal applicants are asked for a letter of good standing from one State. If you log in to
the National Registry, you could do away with this process if the State wishes.

AMC Laws:

12 AAC 70.175. ANNUAL REPORTING AND FEDERAL REGISTRY REQUIREMENTS FOR
APPRAISAL MANAGEMENT COMPANIES. (a) A registered appraisal management company
shall report annually on a form provided by the department and submit the registry fee
required in 12 AAC 02.370(b)(5) for each appraiser on the appraiser panel performing
appraisals for federally related transactions in the state during the preceding calendar year.
(b) Federally regulated appraisal management companies shall report annually to the board
information required by AS 08.87.155 on a form provided by the department and submit the
registry fee required in 12 AAC 02.370(b)(5) for each appraiser on the appraiser panel
performing appraisals for federally related transactions in the state during the preceding
calendar year.

In place of “federally related transactions it should say “covered transactions.” I previously
sent an explanatory email to Sher about this but please don’t hesitate if you need further
clarification.

Sec. 08.87.135.(7) is not directly or indirectly owned in whole or in part by a person that has
had a certificate to act as a real estate appraiser denied, cancelled, suspended, revoked, put
on probation, or surrendered in lieu of a pending revocation in any state unless the person has
later had a certificate to act as a real estate appraiser granted or reinstated by the same state;
This needs section needs to include that the license was not revoked for a substantive cause.
The AMC Rule says: § 34.214 Ownership limitations for State-registered AMCs.

(a) Appraiser certification or licensing of owners. (1) An AMC subject to State registration
pursuant to § 34.213 shall not be registered by a State or included on the AMC National
Registry if such AMC, in whole or in part, directly or indirectly, is owned by any person who
has had an appraiser license or certificate refused, denied, cancelled, surrendered in lieu of
revocation, or revoked in any State for a substantive cause, as determined by the appropriate
State appraiser certifying and licensing agency.

(2) An AMC subject to State registration pursuant to § 34.213 is not barred by § 34.214(a)(1)
from being registered by a State or included on the AMC National Registry if the appraiser
license of the appraiser with an ownership interest was not revoked for a substantive cause
and has been reinstated by the State or States in which the appraiser was licensed or

certified.

There were no requirements that an AMC cannot remove an appraiser without prior written
notice. The AMC Rule states: § 225.192 Appraiser panel — annual size calculation... (b)
An appraiser who is deemed part of the AMC'’s appraiser panel pursuant to paragraph (a) of
this section is deemed to remain on the panel until the date on which the AMC:

(1) Sends written notice to the appraiser removing the appraiser from the appraiser panel,
with an explanation of its action, or




(2) Receives written notice from the appraiser asking to be removed from the appraiser panel
or notice of the death or incapacity of the appraiser.
ASC believes this is important to include.

I’m not sure what will be in the Report but hopefully you will receive it in a few weeks. If
you believe a letter of support for someone to attend the AARO would be helpful, please let

me know who it should be addressed to and I will draft a letter from our Executive Director.

Thank you for all your assistance and please don’t hesitate to contact me if you have any
questions.

Regards,
lacrne

Claire Brooks

Policy Manager

Appraisal Subcommittee
1325 G Street, NW, Suite 500
Washington, DC 20005

(202) 604-3387

WWW.asC.gov

Confidentiality Notice: The information contained in this transmittal, including attachments if any, may be confidential or
privileged under applicable law, or otherwise may be protected from disclosure to anyone other than the intended
recipient(s). Any review, use, distribution, or copying of the contents of this e-mail or its attachments by any person other
than the intended recipient for any purpose other than its intended use, is strictly prohibited and may be unlawful. This
communication is not intended as a waiver of the confidential, privileged or exempted status of the information transmitted. If
you have received this e-mail in error, you should permanently delete the e-mail and any attachments. Do not save, copy,
disclose, or rely on any part of the information contained in this e-mail or its attachments. Also immediately notify the sender
of the misdirection of this transmittal. Your cooperation is appreciated.
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