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Appraisal Subcommittee

Federal Financial Institutions Examination Council

TO: Appraisal Subcommittee

FROM: Jim Park, Executive Director
DATE:  April 26, 2017
RE: May 10, 2017 ASC Meeting Package

The enclosed materials are for the May 10" ASC Meeting.

OPEN SESSION

e Agenda for May 10" ASC Open Session Meeting
e Reports

» Chairman Lindo — Chairman’s Report

» Mr. Park — Executive Director’s Report (Report attached)
» Ms. Brooks — Delegated State Compliance Reviews

» Mr. Hull — Financial Report (Report attached)

e February 10" ASC Open Session Meeting Minutes
If you would like a Word version of the Minutes for editing, please let us know. Your edits
can be submitted to Lori Schuster (Lori@asc.gov) by close of business, May 8™. A revised
draft incorporating any edits received will be provided for the May 10" Meeting.

e 2016 ASC Annual Report
Attached is a draft of the 2016 Annual Report. There are still technical edits to be made before
the report is finalized. ASC staff is requesting the Board consider approving the draft, subject
to those technical edits at the Meeting. Please note that as the Annual Report is for calendar
year 2016, the Members noted are the Members as of December 31, 2016.

GRANT REIMBURSEMENTS

e October 2016 — February 2017 Appraisal Foundation grant reimbursement requests that
have been reviewed and approved by ASC staff

1401 H Street, NW ¢  Suite 760 ¢ Washington, DC 20005 ¢+ (202) 289-2735 ¢ Fax (202) 289-4101
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EYI - INFORMATIONAL ITEMS

e Email from Michael Ford, American Guild of Appraisers in support of the current
appraiser regulatory structure

e Revised ASC Member List

 Notice posted on April 4" in the Federal Register suspending the comment period for the
Proposed Revised Policy Statements

e FY16 final ASC audit report

e Compliance Review Reports for: Delaware, Florida, Indiana, Kentucky, South
Carolina, Tennessee, Virgin Islands, West Virginia

e State Program Status Report
e Approved minutes of the November 9, 2016 ASC Open Session Meeting

BRIEFING SUMMARY NOTES

e Summary Notes from the February 10, 2017 ASC Briefing

BRIEFING AGENDA

e Agenda for the May 10, 2017 Briefing

e Draft Final Rule regarding AMC Registry Fee Implementation
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Appraisal Subcommittee

Federal Financial Institutions Examination Council

Agenda

Date: May 10, 2017
Time: 10:00 a.m.
Location: FRB, International Square
1850 K Street, NW
Washington, DC 20006
Metro Stop: Farragut West - 18th Street Exit

Open Session

Reports
e Chairman A. Lindo
e Executive Director J. Park
e Delegated State Compliance Reviews C. Brooks
e Financial Report G. Hull

Action and Discussion Items

e February 10, 2017 Open Session Minutes A. Lindo
e 2016 ASC Annual Report J. Park

1401 H Street, NW ¢  Suite 760 ¢ Washington, DC 20005 ¢ (202) 289-2735 ¢ Fax (202) 289-4101
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Appraisal Subcommittee

Federal Financial Institutions Examination Council
TO: Appraisal Subcommittee
FROM: Jim Park, Executive Director
DATE: May 10,2017

RE: Executive Director’s Report

Appraisal Subcommittee Meetings and Briefings

The next ASC Meeting will be held at 10:00 a.m. May 10, 2017, at the Federal Reserve Board
facilities, International Square, 1850 K Street NW, 4th Floor, Washington, DC. There will be an
Open session. A Briefing is scheduled following the Meeting.

Hiring and Requlatory Freeze

As you are aware, the ASC is subject to both the hiring and regulatory freezes imposed by the
Administration. On April 12, 2017, the Office of Management and Budget (OMB) lifted the hiring
freeze and issued a memorandum directing executive departments and agencies to develop a plan to
achieve near-term workforce reductions and cost savings and develop a high-level draft of the
Agency’s Reform Plan, including how to maximize employee performance by June 30, 2017. Staff
is developing the high-level draft which will be shared with the Board for comment prior to its
submission. The final Plan is due to the OMB in September 2017. (See attached OMB
Memorandum.)

The regulatory freeze is still in place and we are awaiting further instructions on when or if we can
move forward with the AMC National Registry Fee rulemaking and the proposal for revised Policy
Statements.

Appraisal Foundation Monitoring and Review

Appraisal Practices Board

As I reported in February, the Appraisal Foundation decided to cease most of the operations of the
Appraisal Practices Board (APB). On February 24, the Foundation hosted a public forum to obtain
public input on the work of the APB to date and whether it provides a valuable service to the
appraisers, users of their services and regulators. There were approximately 30 attendees at the
meeting. The input received was mixed but generally positive.

1401 H Street, NW ¢  Suite 760 ¢+ Washington, DC 20005 ¢ (202) 289-2735 ¢ Fax (202) 289-4101



Appraiser Qualifications Board

The Appraiser Qualifications Board (AQB) held its second meeting of the year on April 6-7 in
Tampa, FL. The meeting immediately preceded the Spring AARO conference (April 7-9). The
public meeting was very well attended with approximately 150-175 attendees, many of whom were
State regulators. The main topic for the AQB was the Third Exposure Draft of proposed changes to
the AQB Real Property Appraiser Qualifications Criteria (AQB Criteria). The exposure draft covers
three main areas:

e Degree Requirement for Licensed Residential and Certified Residential: The Exposure Draft
addresses college-level education requirements for the Licensed Residential and Certified
Residential classifications.

o Practical Applications of Real Estate Appraisal: The Exposure Draft addresses the
development of specific module guidelines for the Practical Applications of Real Estate
Appraisal, including proposed changes to Guide Note 4 (GN-4) of the Criteria. The modules
would be designed for use by colleges and universities, professional organizations,
proprietary schools and appraisal firms.

o Experience Requirements: The Exposure Draft contains proposed revisions to the current
hours and timeframes required for the Licensed Residential, Certified Residential, and
Certified General classifications as was exposed in the Second Exposure Draft.

The AQB has received well over 1,000 responses to the three exposure drafts and concept paper.
The comments have been mixed in terms of support for the proposals. ASC staff is concerned that
for the first time the AQB will likely lower the Criteria. Since States may exceed the AQB Ceriteria,
it is possible, if not likely, that some States will choose not to change the credentialing requirements
in their State, thereby undermining the general uniformity of appraiser qualifications across the
country. I anticipate a fourth exposure draft later this year.

Federal and State Legislation

Several organizations that met with House Financial Services Committee (HFSC) staff have reported
their intent to sunset the ASC. As I reported in February, Alice Ritter and I met with HFSC staff in
January. The meeting was cordial but less friendly than previous meetings we have had with HFSC
staff. Since that time ASC staff met with staff members from Representatives Maxine Waters
(ranking member on the House Financial Services Committee) and Lacy Clay (House Financial
Services Subcommittee for Monetary Policy and Trade). Both expressed support for the ASC and
the current appraisal regulatory system. Other stakeholders (see attached letter from the Montana
Board of Real Estate Appraisers) have also held meetings on Capitol Hill in support of the ASC and
the appraisal regulatory system. We are not aware of any current pending legislation impacting the
appraisal regulatory system.



The Appraisal Institute is lobbying States (California, Florida, Kansas, North Carolina) to have
alternate standards approved and to allow appraisers to complete evaluations for non-federally
related transactions without complying with USPAP. ASC staff believes these efforts are harmful to
appraisers and the appraisal regulatory system. When requested, I have written letters to the States
expressing our concerns. (See attached letters to California and Forida.)

Unigque ldentification Number (UID)

Beta testing with the States is currently under way. We anticipate launching the UID the first week
in June. We still anticipate that all States will have converted their appraiser data bases to the UID
by the end of 2017.

National Registry of Appraisers and Appraisal Management Companies (AMCs)

The National Registry of AMCs is ready to launch once the regulatory freeze is lifted and we can
complete the National Registry fee rulemaking.

ASC Member Representatives

The CFPB appointed Veronica Spicer, Senior Counsel for Enforcement Policy and Strategy, as the
new member representative, and Philip Neary, Senior Exam Manager, Supervision, as the alternate
member.

Other Meetings and Presentations

March 6, 2017 — ASC Update presentation for the Northern California Chapter of the Appraisal
Institute, Modesto, CA.

March 10, 2017 — ASC Update presentation for the Risk Management Association’s Chief Appraiser
Roundtable, San Diego, CA.

Attachments

Comprehensive Plan for Reforming the Federal Government and Reducing the Federal Civilian
Workforce

Montana Board of Real Estate Appraisers letter

ASC staff letters to California and Florida
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MEMORANDUM FOR HEADS OF EXECUTIVE DEPARTMENTS AND AGENCIES

FROM: Mick Mulvaney
Director ""

SUBJECT: Comprehensive Plan for Reforming the Federal Government and Reducing the
Federal Civilian Workforce

L Purpose and Scope

Despite growing citizen dissatisfaction with the cost and performance of the Federal government,
Washington often crafts costly solutions in search of a problem. Too often the focus has been on
creating new programs instead of eliminating or reforming programs which are no longer
operating effectively. The result has been too many overlapping and outdated programs, rules,
and processes, and too many Federal employees stuck in a system that is not working for the
American people. Through the actions described below, President Trump aims to make
government lean, accountable, and more efficient.

To begin addressing this challenge, on January 23, 2017, the President issued a Memorandum
(Hiring Freeze PM) imposing a Federal “Hiring Freeze.” This ensured immediate action was
taken to halt the growth of the Federal workforce until a “long-term plan to reduce the size of the
Federal Government's workforce” is put in place. On March 16, 2017, the President submitted
his Budget Blueprint to Congress proposing to eliminate funding for programs that are
unnecessary, outdated, or not working. Additionally, on March 13, 2017, the President issued an
Executive Order (Reorganization EO) directing the Office of Management and Budget (OMB) to
submit a comprehensive plan to reorganize Executive Branch departments and agencies.

This memorandum provides agencies guidance on fulfilling the requirements of the Hiring .
Freeze PM and the Reorganization EO while aligning those initiatives with the Federal budget
and performance planning processes. It requires all agencies to:

e Begin taking immediate actions to achieve near-term workforce reductions and cost
savings, including planning for funding levels in the President’s Fiscal Year (FY) 2018
Budget Blueprint;

e Develop a plan to maximize employee performance by June 30, 2017; and
Submit an Agency Reform Plan to OMB in September 2017 as part of the agency’s FY
2019 Budget submission to OMB that includes long-term workforce reductions. An initial,
high-level draft of the Agency Reform Plan is due to OMB by June 30, 2017.



This memorandum also outlines the steps that OMB will take to formulate a comprehensive
Government-wide Reform Plan for publication in the President’s FY 2019 Budget, including
both legislative proposals and administrative actions. This plan will rely on three primary
sources of input: Agency Reform Plans, OMB-coordinated crosscutting proposals, and public
input.

When implemented, these reform efforts should accomplish the following objectives:

e Create a lean, accountable, more efficient government that works for the American people;

e Focus the Federal government on effectively and efficiently delivering those programs that
are the highest needs to citizens and where there is a unique Federal role rather than
assuming current programs are optimally designed or even needed;

e Align the Federal workforce to meet the needs of today and the future rather than the
requirements of the past; and

o Strengthen agencies by removing barriers that hinder front-line employees from delivering
results.

Moreover, this guidance fulfills the requirement in the Hiring Freeze PM for OMB to prepare a
long-term plan to reduce the size of the Federal workforce. As a result, the government-wide
hiring freeze is lifted upon issuance of this guidance. In place of the hiring freeze, agencies
should adhere to the principles, requirements, and actions laid out in this memorandum to inform
workforce planning and personnel actions.

II. Overview & Process

This memorandum focuses primarily on providing guidance that agencies need to develop their
Agency Reform Plans. OMB, in coordination with other offices within the Executive Office of
the President, will separately manage the development of key crosscutting proposals and solicit
input from the public. For planning purposes, this memorandum also provides agencies
guidance on aligning actions to develop the Government-wide Reform Plan with the
development of the President’s FY 2019 Budget and the performance planning requirements of
the Government Performance and Results Act (GPRA) Modernization Act of 2010. In
developing the Government-wide Reform Plan, the Administration will also work with key
stakeholders, including Congress, to develop proposals and ultimately implementation.

Key actions and deliverables are outlined below and Figure 1 provides a graphic of the timeline
for these initiatives. A more detailed timeline and other resources are available to Executive
branch agencies at https://go.max.gov/omb/govreform.

1. Immediate Actions. All agenciesi, in consultation with OMB, will identify and begin
taking actions, including developing:
a. A plan to maximize employee performance (see section IIL.D for more detail); and
b. An Agency Reform Plan (see section III for more detail).

1 For purposes of this guidance, “agency” is defined by section 551(1) of title 5, United States Code, consistent with
the definition in the Reorganization EO. All agencies, boards, and commissions must submit Agency Reform Plans
in September 2017, unless OMB has granted an exception. Limited exceptions will be granted on a case-by-case
basis. OMB will meet in July with CFO Act agencies and a limited number of other agencies.



2. Planning Aligned with the President’s FY 2018 Budget. The President’s FY 2018
Budget request to Congress will propose decreasing or eliminating funding for many
programs across the Federal government, and in some cases redefining agency missions.
The President’s FY 2018 Budget should drive agencies’ planning for workforce reductions
and inform their Agency Reform Plans, consistent with final 2017 appropriations and
current applicable legal requirements. OMB and the Office of Personnel Management
(OPM) will work with agencies to facilitate reductions in the size of their workforce and
monitor progress.

3. OMB/Agency Reform Plan Meetings. By June 30, 2017, agencies will provide OMB:
a. A high-level draft of their Agency Reform Plan that includes the Areas the agency
is developing for their reforms;
b. Progress on near-term workforce reduction actions; and
¢. A plan to maximize employee performance.

In July 2017, in lieu of the FedStat and Strategic Reviews that normally occur during the
summer, OMB will meet with Chief Financial Officers (CFO) Act agencies (list of
agencies available on the MAX site) and a limited number of other agencies to discuss
these items. These discussions will serve as a forum for OMB to provide feedback, which
agencies can incorporate into their draft Agency Reform Plans due in September to OMB.
During these meetings, agencies and OMB will also identify actions that can be
implemented immediately.

To frame the discussion, agencies should provide a high-level draft strategic plan (i.e., draft
strategic goals and objectives areas). Agencies should consult with OMB Resource
Management Offices (RMOs) on the necessary level of detail to appropriately frame the
Reform Plan meetings, and agencies may discuss with OMB an alternate submission
timeline of the draft strategic plan where needed (additional detail available on the MAX
site). Following the release of this memorandum, OMB may also provide agency-specific
guidance on areas agencies should be prepared to discuss in July. OMB will also
coordinate public input as required by the Reorganization EO and share the public feedback
with agencies as appropriate for their consideration.

4. Additional Actions. Following the meetings in July, agencies will take actions to
implement agreed-upon reforms, while continuing to assess reform options for inclusion in
the Agency Reform Plan and the FY 2019 Budget. This will include near-term actions to
reduce the cost and size of the Federal Civilian workforce (see section III).

5. Crosscutting Reform Proposals. In addition to agency-specific reform proposals, OMB
will work with agencies and key stakeholders to develop reform proposals that involve
multiple agencies. Examples of crosscutting reforms may include areas where market or
technology changes allow a service to be delivered more efficiently, such as by a shared
service provider, or where multiple Federal agencies interact in fragmented or duplicative
ways with State, local, and Tribal governments or other stakeholders. These actions could



also include merging agencies, components, programs, or activities that have similar
missions.

6. Submission of Agency Reform Plans to OMB. As part of their FY 2019 Budget
submissions to OMB in fall 2017, agencies will submit their proposed Agency Reform
Plans to OMB. The Agency Reform Plans must include proposals for the agency’s long-
term workforce reduction plan (section II1.D for more detail) and be aligned with the draft
agency strategic plan. When developing their Agency Reform Plan in coordination with
OMB, agencies should consult with key stakeholders including their workforce. OMB will
work with agencies to finalize these plans as part of the development of the President’s FY
2019 Budget.

7. Finalization of the Government-wide Reform Plan. OMB will release the final
Government-wide Reform Plan as part of the President’s FY 2019 Budget request to
Congress. The Government-wide Reform Plan will encompass agency-specific reforms,
the President’s Management Agenda and Cross-Agency Priority Goals, and other
crosscutting reforms. The final reforms included in the Government-wide Reform Plan and
the President’s FY 2019 Budget should be reflected in agency strategic plans, human
capital operating plans, and IT strategic plan. Agencies will begin implementing some
reforms immediately while others will require Congressional action.

8. Performance Tracking and Accountability. Starting in February 2018, OMB will begin
tracking progress on the Government-wide Reform Plan. Sections of the Government-wide
Reform Plan will be tracked through the Federal Performance Framework, including on
Performance.gov. This will include periodic progress updates from agencies and oversight
by the President’s Management Council, as appropriate. This includes public reporting of
workforce reductions in all major agencies.

Figure 1 provides agencies an overview of the process and timeline for developing and
implementing reform actions.
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Agencies are encouraged to consult regularly with OMB during the development of these
proposals to ensure they are aligned with Administration policy.

A detailed timeline is available to Executive Branch agencies on the MAX site.

III. Components of Agency Reform Plans & the Government-wide Reform Plan

The purpose of the Agency Reform Plan is for the head of each agency to identify how she/he
proposes to improve the efficiency, effectiveness, and accountability of her/his respective
agencies. As part of their planning efforts, agencies should focus on fundamental scoping
questions (i.e. analyzing whether activities should or should not be performed by the agency),
and on improvements to existing business processes. Additional information on the format of
the Agency Reform Plan is available on the MAX site.

Analysis: Agencies should develop an analytical framework that looks at the alignment of
agency activities with the mission and role of the agency and the performance of individual
functions. This framework should result in appropriate proposals in four categories: eliminate
activities, restructure or merge, improve organizational efficiency and effectiveness, and
workforce management. An example of a simplified analytical framework is available to
Executive Branch agencies on the MAX site.

Agencies should consider a number of factors when conducing analysis, including:

Factor Then explore options to...

Duplicative Some or all of the mission functions or Eliminate or merge
administrative capabilities of an agency,
component, or program are needlessly redundant
with those of another agency, component, or
program

Non-Essential | The service, activity or function is not core to the | Eliminate
agency’s mission or obsolete

Federalism Some or all of the services, activities or functions | Eliminate or restructure
(Appropriate | could be better performed by another entity, such
Federal role) | as State/local/Tribal government or the private

sector

Cost-Benefit | The costs of continuing to operate an agency, a Eliminate, merge,
component, or a program are not justified by the | restructure, improve
unique public benefits it provides efficiency and effectiveness




Factor foes Then explore options to...

The long-term savings from shutting down or Eliminate or merge,
merging agencies, components, or programs - improve efficiency and
including the costs of addressing the equities of effectiveness

affected agency staff - are greater than the
expected costs

Efficiency and | The agency, component, or program — based on Eliminate, restructure,

Effectiveness | the available body of evidence and historical improve efficiency and
performance data — is ineffective or inefficient effectiveness, improve
(e.g. struggles to make decisions and execute) workforce performance/

accountability, or enhance
evidence-building

Customer The agency, component, or program can be Restructure, improve
Service redesigned to better meet the needs of the public | efficiency and effectiveness
and partners in service delivery in a more
accessible and effective manner

When justifying proposals to OMB, agencies should be prepared to discuss how they conducted
their analysis and provide relevant evidence. For instance, agencies should consider multiple
sources of information such as GAO annual report on Government Efficiency and Effectiveness,
IG reports, and evaluations. A more detailed list of possible data sources are available on the
MAX site. Agencies should also review decisions and policy proposals included in the FY 2018
Budget and be consistent with forthcoming OMB guidance on the FY 2019 Budget.

The following sections provide additional guidance on each category of reform proposals to be
included in Agency Reform Plans. In each of these categories, agencies should consider reforms
that require legislation as well as those that can be accomplished through administrative action.

A. Eliminate activities

Eliminate an agency. programs, or activities through legislative changes or executive action.
Agencies should identify areas to eliminate activities that are not core to the agency’s primary
mission and/or are needlessly redundant. When developing reform proposals Agencies should
leverage the FY 2018 President’s Budget as well as consider areas beyond those included in the
budget. Consideration should be given to activities that are no longer necessary in today’s
society, or where there is another entity that may more appropriately fulfill part or all of the role,
such as the private sector, another Federal program, or another level of government. Proposals
can include changes to current law, regulations, Executive Order, Presidential Memoranda,
government-wide guidance, agency Secretarial Order, or other agency guidance or directive.

Reporting Burden Reduction. As agencies develop their Agency Reform Plan, OMB will also
look for opportunities to eliminate or streamline agency reporting burden. Specifically:




e Each government-wide management council (CXO) Council will identify additional policy
and regulatory reporting requirements that are low-value, duplicative or no longer
necessary for their management function for submission to OMB.2

e Within 60 days of this memorandum, OMB — in coordination with agencies that place
reporting and compliance requirements on other agencies — will identify initial reporting
activities that can be immediately stopped or modified to reduce reporting and compliance
burden.

¢ In accordance with the GPRA Modernization Act of 2010, agencies should also include
with their FY 2019 Budget submission a list of statutorily required reports they believe
should be eliminated or modified by Congress.

B. Restructure and merge activities

While some activities may be eliminated, agencies should also assess what activities can be
restructured, streamlined, and merged to:
e Align the agency organizational structure with the agency core mission and strategic plans;
e Improve the efficiency, timeliness, and quality of services;
e Improve organizational decision making;
e Improve coordination and information sharing across existing silos, (including identifying
statutory barriers to data sharing);
Reduce duplication of activities or functions across multiple parts of the organization;
Eliminate unnecessarily redundant levels of management or administrative support; and
e Provide managers greater freedom to manage administrative tasks efficiently.

Restructure and merge agencies, components, programs or activities through legislative changes
or executive action. Agencies should assess activities within or across agencies to identify areas
where merging or relocating agency activities may lead to cost savings, improved service
delivery and outcomes, and/or better customer experience. This can include changes to current
law, regulations, Executive Orders, Presidential Memoranda, government-wide guidance, agency
Secretarial Orders, or other agency guidance or directives.

C. Improve organizational efficiency and effectiveness

When developing their Agency Reform Plan, agencies should consider proposals in the
following categories, as appropriate:

e Better leverage technology and improve underlying business processes. Agencies should
identify opportunities where adopting new technology will automate processes and result in
increased efficiency and budgetary savings.

2 The CXO councils include the President’s Management Council (PMC), Chief Acquisition Officers (CAO)
Council, Chief Financial Officers (CFO) Council, Chief Information Officers (CIO) Council, Chief Human Capital
Officers (CHCO) Council, and the Performance Improvement Officers (P1I0O) Council. For more information on
these councils, please see: https://www.gsa.gov/portal/category/101095.




Streamline and eliminate processes. Agencies should explore opportunities to redesign
processes to serve customers more effectively and/or to eliminate unnecessary steps that do
not add value.

Shift to alternative service delivery models. Agencies should rethink how the Federal
government can deliver services to its customers, and evaluate options on both cost and
quality dimensions. Options include, but are not limited to:
o Delegating responsibilities to State, local, and Tribal governments and/or increase
flexibility for other levels of government;
o Implementing requirements in a less burdensome way;
o Providing online service delivery;
o Aligning complementary processes and functions across agencies, such as field
staffing and technical assistance; and/or
o Co-locating offices either intra-agency or inter-agency to save administrative and
facilities costs.

Streamline mission-support functions. In areas such as IT, acquisition, financial
management, human resources, and real estate, agencies should look for greater efficiency
while maintaining or improving quality.

Agencies should consider leveraging:
o Intra- and inter-agency shared services/centers of expertise;
o Lines of Business or shared IT infrastructure;
o External service providers, including those providers on best-in-class contracts as
part of the category management effort; and
o Outsourcing to the private sector when the total cost would be lower or insourcing a
function to government where a contract can be eliminated or scaled back.

Leverage Existing Solutions for Common Requirements: Agencies should consider
government-wide contracts for common goods and services to save money, avoid wasteful
and redundant contracting actions, and free-up acquisition staff to accelerate procurements
for high-priority mission work. To the maximum extent practicable, especially for the
acquisition of common goods and services, agencies shall use existing contract solutions
such as:

o Federal Supply Schedules;
Government-wide acquisition contracts;
Multi-agency contracts; and
Any other procurement instruments intended for use by multiple agencies, including
“Best in Class” (BIC).

O 0O

In addition, agencies should control spending by better managing demand and
consumption. For example, this can be done by consolidating information technology
infrastructure requirements, purchasing standard configurations for common requirements,
participating in volume buying events, and applying best commercial buying practices.



e Build and use a portfolio of evidence to improve effectiveness. Agencies should propose
strategies to use limited resources as smartly as possible by asking: what works, for whom,
and under what conditions; whether programs are being implemented effectively; and how
programs can be improved to produce better results. Evidence may include results from
program monitoring and evaluations, performance measures, statistics, and other forms of
research and analysis. More detail and examples is available to agencies on the MAX site.

D. Workforce management: Improve performance, increase accountability, and reduce
costs

As noted earlier, this memo requires agencies to take near-term and long-term steps to reduce the
size and cost of the Federal workforce. Specifically, agencies must:
i. Begin planning for FY 2018 budget reductions where applicable;
ii. Develop a long-term workforce reduction plan as part of their FY 2019 Budget
submission to OMB; and
iii. Develop a plan to improve the agency’s ability to maximize employee performance for
submission to OMB by June 30, 2017.

This section provides additional detail on these requirements.

i. Plan to implement the FY 2018 President’s Budget.

To support the goals of the FY 2018 President’s Budget Proposal, OMB directs agencies to
identify workforce reductions over a four-year period (FY 2018 through 2022) consistent with
discretionary outyear levels included in the FY 2018 Budget this spring and forthcoming OMB
guidance on FY 2019 Budget submissions. Agencies should begin planning for these reductions
now, as achieving associated personnel reductions takes time to implement and realize savings.

To facilitate any necessary reductions, OPM will provide streamlined templates to agencies for
requesting approval to offer Voluntary Early Retirement Authority and Voluntary Separation
Incentive Payments (VERA/VSIP) and OPM will provide expedited reviews for most requests
within 30 days. However, eliminating unnecessary vacant positions can begin immediately.
Additionally, in a manner consistent with current law, agencies should undertake a review of all
employees on administrative leave because of performance deficiencies or misconduct to
determine whether those individuals should be returned to work and assigned alternative duties,
or subjected to other appropriate action, up to and including removal. In addition, in cases where
performance-deficient employees are reassigned or detailed to other duties, agencies should
ensure that such assignments are contributing to the agency’s ability to carry out its mission, and
are not used simply as an alternative to avoid or delay holding an employee accountable. Please
visit www.opm.gov/reshaping for a detailed resource guide on workforce restructuring options.

ii. Develop a long-term workforce reduction plan.

As part of their Agency Reform Plan and FY 2019 Budget submission to OMB, agencies should
identify long-term staffing plans by considering the following:
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Use agency data to determine appropriate FTE baselines. Agencies have the ability to use
various data sources including career field benchmarking, time studies, etc., to determine
the appropriate staffing levels for different programs to accomplish their objectives. Instead
of relying on previous budget allocations that set FTE levels, agencies should better
examine how many people are required to perform tasks at the level required.

Examine the total personnel cost. Agencies need to examine the total cost of their personnel
and not only the number of employees. Staffing levels may not present the full picture of
whether an agency’s workforce is optimally structured. For example, there are situations
where it may be more efficient to restructure duties to enable additional lower-graded
employees to do lower-level work previously assigned to higher-graded positions, and
consolidate the higher-graded work into fewer positions. Employee-related costs include
not only total salary and benefits, overtime, training, awards, career ladder progression, but
also employee services, and office expenses.

Review and revise (as needed) organizational design and position structures to ensure they
are effective and efficient in supporting delivery of the organization’s work and mission.
Ensure that spans of control and delegations of authority are optimized to accomplish the
work with the fewest amount of management layers needed to provide for appropriate risk
management, oversight, and accountability. In particular, agencies should address deputy
positions, lower level chief of staff positions, special projects, and management analysts
that may duplicate the work performed in such areas as procurement, human resources, and
senior management.

Streamline policy creation by eliminating the common tendency to recraft/restate policy for
a component or regional office. For example, many bureaus have staff in administrative
functions such as human resources and financial management that customize agency-wide
policies when it may be more efficient to use agency-wide policies as-is, while other
agencies have staff in each field location write local policy on the same subjects even
where unique local or regional expertise is not needed.

Review positions as they become vacant to determine:
o Whether the duties of the position, qualifications and skills requirements, or
organizational placement of the duties reflects current mission needs;
o Whether duties can be reassigned to lower organizational levels and replacement, if
needed, at a lower grade; and
o How any appropriate changes to the position can be accomplished in a timely and
efficient manner.

Keep positions current. Agencies should assess how technology may have changed or
eliminated the need for some positions. Agencies should build in flexibility to adapt to
ongoing technological advances while offering separation incentives as needed to create
openings. Fields undergoing rapid transformation or availability of shared services, include
but are not limited to:

o Database administration;

o Invoice processing;
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o Human resources transactional services;
o Financial management; and
o Management analysts.

Agencies will work with their OMB RMO to develop their Agency Reform Plans, including
workforce reshaping priorities, but the agency head retains approval authority for the final
workforce plan and the workforce reshaping strategies that may be needed to implement the
plan. Agencies may also consult with their OPM points of contact and subject- matter experts on
workforce reshaping strategies and approaches, particularly in areas where OPM approval may
be needed (e.g., use of VERA). Agencies are also encouraged to submit suggestions to OPM for
specific statutory and/or regulatory reforms that may be helpful to addressing workforce
challenges.

iii. Plan to maximize employee performance.

As agencies are developing long-term plans for reducing the size of the workforce, they should
also take near-term actions to ensure that the workforce they retain and hire is as effective as
possible. Agencies should determine whether their current policies and practices are barriers to
hiring and retaining the workforce necessary to execute their missions as well appropriately
managing and, if necessary, removing poor performers.

Agencies should also ensure that performance expectations are appropriately rigorous, aligned to
the work that needs to be done and the grade of the employee, and effectively communicated.
Regular, ongoing performance feedback should be provided. Moreover, agencies should ensure
that managers have the tools and support they need to manage performance effectively to achieve
high-quality results for the American people. It is important that managers recognize high
performers, help employees identify and address areas in need of improvement, and move
quickly to address employees who are not meeting performance expectations.

By June 30, 2017, as an immediate and near-term government-wide workforce priority, all
agencies must develop a plan to maximize employee performance by reviewing the systems and
structures currently in place within their agencies to support managers in managing employee
performance, and developing a timeline for improvement. At a minimum, agencies must address
the timeline and implementation actions for agencies to accomplish the following five actions:

1. Review and Update Formal Agency Policy. Agency timelines must include a process for
reviewing and updating (or creating, if one does not already exist) the agency’s policy,
procedures, and guidance on how to address poor performance and conduct. Agencies
should specifically review whether their policies create unnecessary barriers for addressing
poor performance. Agencies should remove steps not required in statute/regulation to
streamline processes to the maximum extent. In addition, as required once the
Administrative Leave Act implementing regulations are finalized, policies should
incorporate expectations for limiting the use of unnecessary administrative leave and lay
out alternatives (such as assigning other work). Agencies should also provide clear
guidance on the use and requirements associated with performance improvement plans. If
overarching policy cannot be created for an entire agency, it should be developed at the
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highest major component level possible. Policies should be created and endorsed by the
agency’s Chief Human Capital Officer and General Counsel (or small agency equivalent),
in consultation with the agency’s Equal Employment/Civil Rights Office and Labor
Relations Office.

Provide Transparency around the Performance Improvement Plan (PIP) Process. Agency
submissions must include a timeline for providing all supervisors a copy of the rules and
guidance regarding performance improvement plans (PIP) pursuant to 5 U.S.C. Chapter 43
(noting PIPs can be started at any point and not just at the end of the rating period) as well
as guidance on how unacceptable performance can be addressed pursuant to 5 U.S.C.
Chapter 75. Agencies will maintain data on PIPs, including the number of employees
placed on them and the number who successfully improve performance.

Ensure Managers and Supporting HR Staff are Appropriately Trained. Agency
submissions must include a timeline for all Senior Executive Service (SES) members,
supervisors, managers, team leads, and any personnel involved in employee relations to
complete training on managing employee performance and conduct. Please refer to OPM’s
website for current online courses, as well as reports from MSPB and GAO, and regulatory
requirements for training and development of supervisors, managers, and executives at 5
C.F.R. 412.202.

. Ensure Accountability in Manager Performance Plans. Agency submissions must include a
timeline for how they will ensure that supervisors and managers are held accountable for
managing employee performance and conduct, including reviewing and updating (if
necessary) supervisors’ and managers’ performance plans.

Establish Real-Time Manager Support Mechanisms. Agency submissions must include a
timeline for agencies to identify approaches and plans for providing accessible and “just-in-
time” expert assistance and guidance to managers who are addressing performance/conduct
issues. These mechanisms should include a real-time forum (e.g., dedicated contact support
lines) for managers to receive guidance on addressing performance or conduct issues that
require immediate action. Agencies ultimately have discretion to design these mechanisms.
The following Manager Support Board structure would meet this requirement:

a. Establish a Manager Support Board comprised of internal experts on employee and
labor relations, who may request policy guidance or technical assistance from OPM
or other lead agencies if needed;

b. Have at least one non-HR senior management member with experience/expertise to
help provide coaching/support on techniques and approaches for managing
employee performance, even if not on the specific case;

¢. Operate as close to the regional/division level as feasible;

d. Publicize points of contact where managers can go to receive prompt guidance or
provide frequent and regular open-meeting times for any managers with questions
to receive immediate guidance on appropriate next steps; and

e. Establish regular check-ins with managers currently working on a case to ensure
either the employee is improving or steps are being taken towards an appropriate
disciplinary action.
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When developed and executed in concert, these five actions and others agencies may identify
will provide supervisors with the policies, processes, and tools to be empowered, and held
accountable, for managing employee performance such as by an improvement on the Federal
Employee Viewpoint Survey (FEVS) questions on addressing employee performance. The
guidance in this memorandum must be implemented consistent with requirements imposed by
applicable current collective bargaining obligations.

In accordance with 5 C.F.R. Part 250, agencies will subsequently further develop the plan as
needed and may incorporate it as a government-wide workforce priority into their Agency
Strategic Plan and/or Human Capital Operating Plan, which will be published in February 2018.
Of note, agencies must meet any lawful collective bargaining obligations related to their
workforce accountability and performance management efforts.

For more information, Executive Branch agencies may visit the MAX site to view examples
throughout government where departments/agencies are already successfully using these various
strategy elements to positive effect.

IV.  Performance Tracking and Accountability.

Once the Government-wide Reform Plan is finalized, OMB, in coordination with the President’s
Management Council, will establish a mechanism to track the progress of each reform. The
tracking mechanism will leverage the existing Federal Performance Framework as established by
the GPRA Modernization Act of 2010, such as the Cross-Agency Priority Goals, Agency Priority
Goals, annual Strategic Reviews, and Performance.gov. More guidance on the specific tracking
method is forthcoming.
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February 9, 2017

US House Financial Services Subcommittee on Housing & Insurance
Honorable Sean Duffy, Chairman

2129 Rayburn House Office Building

Washington, DC 20615

RE: Response to Hearing held 11/16/2016 - “Modernizing Appraisals: A Regulatory Review and the
Future of the Industry”

Dear Chairman Duffy,

The Montana Board of Real Estate Appraisers supports the current status of the regulatory process and
provides some additional information regarding the testimony provided by some of the witnesses. The
Montana Board of Real Estate Appraisers met on Jan 262017 and unanimously approved our position in
supporting the current regulatory environment. The support includes maintaining The Appraisal
Foundation and the Appraisal Subcommittee and their respective roles and authority. Specifically, we
would like to address the concerns of the committee regarding the shortage of appraiser trainees and
the lack of need for the Appraisal Subcommittee and Appraisal Foundation.

Several witnesses testified that the regulatory authority should be moved from the federal level to the
state level. However, we would argue the regulatory authority already resides with the states and not
with the federal government. The following is the Montana Statute outlining the powers and duties of
the Montana Board of Real Estate Appraisers (which is quite similar in the 55 state and territorial
jurisdictions):

37-54-105. Powers and duties of board. The board shall:

(1) adopt rules to implement and administer the provisions of this chapter;

(2) establish and collect fees commensurate with the costs of processing an application for licensure
and certification and renewal of a license or certificate;

(3) establish minimum requirements for education, experience, and examination for licensure and
certification as set out by the appraisal qualification board of the appraisal foundation;

(4) prescribe the examinations for licensure or certification and determine the acceptable level of
performance on examinations;

(5) receive and review applications for licensure and certification and issue licenses and certificates;

(6) review periodically the standards for development and communication of appraisals and adopt
rules explaining and interpreting the standards;

(7) retain all applications and other records submitted to it;

(8) adopt by rule standards of professional appraisal practice in this state;

(9) reprimand, suspend, revoke, or refuse to renew the license or certificate of a person who has
violated the standards established for licensed and certified real estate appraisers or registered appraisal
management companies;

(10) regulate and establish minimum requirements and qualifications for real estate appraiser

Steve Bullock, Governor BUSINESS STANDARDS DlVISION Board of Real Estate Appralsers Pam Bucy, Commissioner
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mentors; and
(11) perform other duties necessary to implement this chapter.

You will note that the state board has full authority over the regulatory process for licensed/certified
appraisers and appraisal management companies (AMC's). This is true of all 55 states and territories.
Each state is required to have statutes and rules in place to properly regulate its licensees and properly
administer the regulatory program.

The function of the Appraisal Subcommittee (ASC) is to establish a baseline of rules and regulations that
each state must follow so as to ensure a consistent and managed approach to the regulation of real
estate appraisers and appraisal management companies. The mission statement of the ASC reads as
follows:

To provide federal oversight of State appraiser regulatory programs and a monitoring
framework for the Appraisal Foundation and the Federal Financial Institutions Regulatory
Agencies in their roles to protect federal financial and public policy interests in real
estate appraisals utilized in federally related transactions.

The ASC conducts routine audits to ensure each state is not only following federal regulations, but also
following the laws and rules specific to each state. The ASC only sets minimum requirements to properly
administer and regulate real estate appraisers and AMC's, but allows the states broad discretion in
enacting and implementing stricter regulatory oversight. The ASC provides necessary guidance and
support to ensure each state is applying the federal and state laws and rules in a consistent manner so
as to provide certainty and stability, not only for state regulatory boards but also for individual
appraisers who work in multiple states and jurisdictions. Without the oversight and guidance of the ASC
there would be no way to ensure that all states are properly carrying out all state and federal
requirements, which are necessary and required to properly administer and regulate real estate
appraisers and AMC's.

Similarly, the function of the Appraisal Foundation (TAF) is to set the Congressionally authorized
standards (USPAP) and qualifications for real estate appraisers, and provide voluntary guidance on
recognized valuation methods and techniques for all valuation professionals. The work of TAF advances
the profession by ensuring that appraisals are independent, consistent and objective.

Without the oversight by the ASC and the broad objective guidance by TAF, the industry would be in
disarray. Appraisers and State Regulatory Boards need to rely on a set of rules and guide notes to ensure
a fair, open, honest and consistent approach to operating an appraisal business and regulating the
profession.

While we do not object to the examination and review of the regulatory process and are always open to
suggestions to improve the system, we strongly object to abolishing the Appraisal Subcommittee (ASC)
and the Appraisal Foundation (TAF).

Several witnesses testified that the reason for the lack of appraiser trainees was due to over regulation,
which is false and misleading. There is nothing in federal statute, rule or the Uniform Standards of
Professional Appraisal Practices (USPAP) that prevents a mentor or supervisor from mentoring trainees
or in any way restricts the use of trainees. Rather the problem lies directly with lender risk policies. Most
lending institutions specifically restrict the use of trainees and as such most supervising or mentoring

BUSINESS STANDARDS DIVISION - Board of Real Estate Appraisers
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appraisers are reluctant to take on a trainee as they are restricted from doing any work. The incentive
for a supervisor or mentor to take on a trainee has to be economically and financially beneficial.

Montana specifically passed a law during the 2015 legislative session to try and alleviate this problem.
Below is the text of the law passed (emphasis added):

37-54-508. Limitations. (1) An appraisal management company registered in this state pursuant to this
chapter may not enter into contracts or agreements with an individual for the performance of appraisals
unless the company obtains verification that the individual is licensed or certified to perform appraisals
pursuant to this chapter. Verification by reference to information published on the website of the
appraisal subcommittee of the federal financial institutions examination council must be considered
acceptable for purposes of compliance with this section.

(2) Unless prohibited by the policies of a client or an end user of an appraisal report, an appraisal
management company may not prevent or otherwise restrict a licensed real estate appraisal trainee
from performing work in accordance with the uniform standards of professional appraisal practice,
pursuant to the requirements of the board, and under the supervision of a real estate appraiser mentor
who is on the appraisal management company's appraisal panel.

(3) Unless prohibited by the policies of a client or an end user of an appraisal report or by other state
or federal law, an appraisal management company may not prevent or otherwise restrict a licensed or
certified real estate appraiser from transferring an appraisal assignment to another licensed or certified
real estate appraiser who is on the appraisal management company's appraisal panel if:

(a) the transferee is an employee of the transferor; and

(b) the transferee can complete the appraisal assignment in accordance with the uniform standards of
professional appraisal practice and pursuant to the requirements of the board.

This statute was quickly circumvented by the secondary markets and private lending institutions by
added language to each engagement letter that specifically states the policy of each the client or end
user agreement restricts the use of trainees. This not only demonstrates our states ability to create our
own regulation requirements, but also our recognition of where the problem lies with respect to the
shortage or lack of appraiser trainees in this industry. Reform or abolition of the ASC or TAF will not
solve the appraiser trainee shortage in America, rather the educating and reformation of the secondary
market and lending institutions risk policies.

In closing, while not perfect, we endorse the current appraiser regulatory system. We want to work to
improve the existing system rather than dismantle it. Removing national oversight will result in
significant compliance issues for regional and national users of appraisal services. The State of Montana
Board of Real Estate Appraisers supports the current péghilatory process and encourages the sub-
committee to continue to support the ASC and TAF.

Respectfully Submitted,

frowors B/

Thomas G Stevens, MAI, SRA 3
Chairman Vice Chairman

BUSINESS STANDARDS DIVISION - Board of Real Estate Appraisers
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Montana Board of Real Estate Appraisers Montana Board of Real Estate Appraisers

Ce:

Honorable Lynn Westmoreland, Vice Chair — Georgia
Honorable Ed Royce, California
Honorable Scott Garrett, New Jersey
Honorable Steve Pearce, New Mexico
Honorable Bill Posey, Florida
Honorable Robert Hunt, Virginia
Honorable Andy Barr, Kentucky
Honorable Keith Rothfus, Pennsylvania
Honorable Roger Williams Texas
Honorable Emanuel Cleaver, Missouri
Honorable Nydia Velazquez, New York
Honorable Mike Capuano, Massachusetts
Honorable Lacy Clay, Missouri
Honorable Al Green, Texas

Honorable Gwen Moore, Wisconsin
Honorable Keith Ellison, Minnesota
Honorable Joyce Beatty, Ohio
Honorable Dan Kildee, Michigan
Honorable Jeb Hensarling, Texas
Honorable Spencer Bachus, Alabama
Honorable Maxine Waters, California
Honorable Blaine Luetkemeyer
Honorable Ryan Zinke, Montana
Senator Jon Tester, Montana

Senator Steve Daines, Montana
Governor Steve Bullock

Labor Commissioner Pam Bucy

Chairs of the Regulatory Boards in the 55 Jurisdictions under ASC & AQB oversight
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Appraisal Subcommittee

Federal Financial Institutions Examination Council

April 7,2017

Chair Jerry Hill

Vice Chair Patricia Bates

Senate Business and Professions Committee
State Capitol, Room 2053

Sacramento, CA 95814

Dear Chair Hill and Vice Chair Bates:

We appreciate the opportunity to comment on Senate Bill 70, proposed legislation to amend
Section 11319 of the Business and Professions Code relating to real estate appraisers. The
Appraisal Subcommittee of the Federal Financial Institutions Examination Council (ASC) is
charged with overseeing State appraiser regulatory programs (State Programs) for compliance
with federal statutory requirements in their supervision of appraisers eligible to conduct
appraisals for federally related transactions. While we recognize the proposed legislation applies
to appraisal activity for non-federally related transactions, the proposed legislation has the
potential to negatively impact California’s State Program, as well as appraisal activity in general
in your State.

The proposed legislation would allow appraisers to disregard several requirements in the
Uniform Standards of Professional Appraisal Practice (USPAP), which are the generally
recognized ethical and performance standards for the appraisal profession in the United States.
The proposed legislation has the potential to result in misleading or even fraudulent appraisal
reports by allowing critical provisions in USPAP to be disregarded, for example:

e Exempting appraisers from the requirement to report the prior 3-year sales history of the
subject property could contribute to illegal property flipping in California. In fact, this
requirement was added to USPAP in response to nationwide problems with illegal

property flipping.

e Not requiring appraisers to report existing sales, options or listings of the subject property
at present or for the past three years creates an opportunity for unscrupulous appraisers to
report misleading or fraudulent value conclusions.

e Not requiring appraisers to maintain a workfile unless the appraisal report contains a
certification is concerning for two reasons: (1) appraisers’ workfiles can provide
important information to defend themselves during a complaint or other legal proceeding;
and (2) this implies that appraisers would not have to include a signed certification with
their report which attests to their lack of bias, reporting predetermined conclusions, and
that their compensation is not contingent upon the conclusions in the report, among other
important certifications meant to address misleading or fraudulent appraisals.

1401 H Street, NW ¢ Suite 760 ¢+ Washington, DC 20005 ¢ (202) 289-2735 ¢ Fax (202) 289-4101



The proposed legislation, if adopted, could pose negative implications for California’s State
Program, particularly in the investigation of complaints against appraisers. The State Program
would be required to effectively ensure that USPAP is applied when required by federal law, and
to evaluate when, on the other hand, it is permissible for an appraiser to apply lesser “standards
of valuation practice.” This could well require allocation of additional resources to support the
State Program’s effective supervision of appraisers. Additionally, the Appraiser Qualifications
Board (AQB) publishes requirements for appraisers to become State credentialed as either
Licensed or Certified Appraisers. Those requirements include education, examination and
experience in performing appraisals that are USPAP compliant. Both the State Program and
applicants for State credentialing will need to exercise caution to ensure experience credited is
only that work that is USPAP compliant. If not, applicants may find themselves having to
acquire additional experience to qualify for State credentialing if some of the work is performed
pursuant to standards other than USPAP. This is also critical to the requirements for recognition
of appraisers for Temporary Practice Permits and Reciprocity, which are encouraged by federal
law to allow reasonably free movement of State credentialed appraisers across State lines.

Again, we appreciate the opportunity to comment. Please do not hesitate to contact us if you
have any questions.

mes R. Park
xecutive Director
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Appraisal Subcommittee

Federal Financial Institutions Examination Council

March 15, 2017

Senator Kathleen Passidomo
318 Senate Office Building
404 South Monroe St.
Tallahassee, FL 32399

Dear Senator Passidomo:

This letter is in reference to SB 716 and HB 927 proposed legislation that would amend Florida
statutes relating to real estate appraisers.

The Appraisal Subcommittee of the Federal Financial Institutions Examination Council (ASC) is
charged with overseeing State appraiser regulatory programs for compliance with federal statutory
requirements in their supervision of appraisers eligible to conduct appraisals for federally related
transactions (FRT). More broadly, the ASC is also responsible for protecting public policy interests in
real estate related financial transactions. While we recognize the proposed legislation applies to non-
FRTs, we are concerned that the proposed legislation could be detrimental to the effective supervision of
appraisers eligible to perform appraisals for FRT’s, as well as real estate related financial transactions.
Pursuant to federal law, appraisers performing appraisals for FRTs are required to comply with the
congressionally-authorized and publicly vetted Uniform Standards of Professional Appraisal Practice
(USPAP). The proposed legislation would allow the Florida Real Estate Appraisal Board (FREAB) to
approve alternate standards for appraisers when performing appraisal assignments for non-FRTs.

If the proposed legislation were adopted and the FREAB opted to approve alternate appraisal
standards, it could pose significant complications for FREAB as well as appraisers, users of appraisal
services and consumers. It could put FREAB in the difficult position of having to investigate complaints
against appraisers applying differing sets of appraisal standards other than the nationally-recognized
USPAP, or conversely, not enforce appraiser activity pursuant to alternate standards. Therefore, ASC
staff asks the following be considered.

e Enforcement of differing sets of appraisal standards

0 For many complaints, FREAB would be required to determine which sections of USPAP
apply, if any. FREAB would also need to evaluate when it is permissible to apply different
“standards of valuation practice” based on the definition of an FRT, which not perfectly clear.
Personnel conducting complaint investigations would be required to have knowledge and
expertise of varying appraisal standards, some of which may conflict with USPAP or each
other. For example, how would FREAB handle conflicts between alternate standards and the
Ethics and Competency Rules of USPAP?

0 When investigating a complaint where standards other than USPAP were applied, FREAB
would have to learn these standards and enforce them. This could create significant delays
and added costs to investigations and increase FREAB’s legal exposure. This could be
detrimental to the effective supervision of appraisers eligible to perform appraisals for FRTs,
as required by federal law.
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Lines 211-213 in the Ethics Rule in USPAP state the following:

An appraiser must comply with USPAP when obligated by law or
regulation, or by agreement with the client of intended users. In addition
to these requirements, an individual should comply any time that
individual represents that he or she is performing the services as an
appraiser.

Appraisers could find themselves in a potentially difficult position if required to explain
whether these provisions in USPAP were ignored.

0  Users of appraisal services could also impose these alternate standards on appraisers, forcing
them to learn differing standards, which could lead to confusion by the appraiser and their
clients and other intended users. It’s not clear where appraisers and their clients will get the
necessary education to become competent to use alternate standards. Thus, the associated
costs, regulatory burdens and risk could substantially increase for appraisers and their clients
and other stakeholders including consumers.

0 Although the amendment disallows the use of alternate standards for experience credit,
appraiser applicants/trainees could be confused and submit appraisal work to FREAB for
experience credit that is not USPAP compliant. This would add additional cost and expense
to the administration of the State’s appraisal program and cause significant frustration to
individuals applying for a credential.

e Potential for no enforcement of alternate standards

0 Given the potential for significant increase in complexity and cost of enforcing these alternate
standards while still enforcing limited portions of USPAP, FREAB could decide not to
enforce these alternate standards, exposing the financial system and citizens of Florida to
increased incidents of misleading and even fraudulent appraisals.

0 The clear majority of residential mortgage loans (GSE, FHA and VA) loans are non-FRTs. A
decision to no longer investigate complaints from consumers, lenders and the secondary
financial markets could be detrimental to the safety and soundness of not only Florida based
institutions but also those financial institutions doing business in Florida which could also
lead to increased incidents of misleading and fraudulent appraisals. Ultimately it could
increase borrowing cost for many residential loans.

Please do not hesitate to contact us if you have any questions.

cerely,

mes R. Park
xecutive Director

cc: Representative Bob Rommel
Director Juana Watkins, Division of Real Estate
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Appraisal Subcommittee

Federal Financial Institutions Examination Council

TO: Appraisal Subcommittee

FROM: Girard Hull, Financial Manager

DATE: May 10, 2017

RE: FY17 Mid-Year Status of ASC Revenue and Expenses

The following information represents the ASC fiscal year 2017 (FY'17) mid-year financial status
for the period ending March 31, 2017.

ASC Revenues

As of March 31, 2017, the ASC has recognized revenue of $1.6M, representing 92% of budgeted
revenue of $1.7M for this fiscal period. The variance in year-to-date revenue is -$140K. At
$1.6M, the ASC has realized 46% of the annual budgeted revenue of roughly $3.5M. FY'17 mid-
year revenue is comparable to the same period in FY16. We continue to anticipate $3.5M in
FY17 revenue.

During FY16, $1.6M was deposited into the ASC restricted funds account. In April of 2017,
75% of this amount, or $1.2M, was transferred back to the ASC operating account as available
funds. This leaves $403K remaining, or 25% of the total FY 16 restricted Paygo funds.

ASC Reserves for the period ending March 31, 2017 amounted to approximately $4.6M, an
increase of 2% over ASC Reserves for the same period in FY'16.

ASC Expenditures

As of March 31, 2017, ASC expenditures totaled $1.8M, representing 93% of budgeted
expenditures of $1.9M for the same fiscal period. The variance in year-to-date expenditures is
145K less than projected. $1.8M in expenditures represents 46% of the $3.9M budget.

Also attached are both the Profit and Loss Statement (Budget vs. Actual) and Balance Sheet for
the period ending March 31, 2017. ASC travel costs are projected to increase from April through

September as scheduled Compliance Review travel increases.

The ASC continues to operate under a 6.9% sequestration of available cash receipts as per the
mandate of the Office of Management and Budget.
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Financial Operations

To date, the ASC has not encountered any unforeseen or unusual expenditures, and our fiscal
operations remain stable.

Enclosures:
ASC Statement of Profit & Loss (Budget vs. Actual) October 2016 — March 2017
ASC Balance Sheet (as of March 31, 2017)
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The Appraisal Subcommittee

Profit & Loss Budget Performance

October 2016 through March 2017

%% of Total
% of Budget Annual
Oct 16 - Mar 17 Budget thru 3/3117 | Annual Budget Budget
Ordinary Income/Expense
Income ‘
‘40000 - Appraiser Fees (Sales Income) 1,5685,649.00( 1,725,862.50 91.88%) 3,451,725.00) 45.94%
Total Income 1,585,649.00| 1,725,862.50 91.88%) 3,451,725.00 45.94%
Gross Profit 1,585,649.00| 1,725,862.50 91.88%) 3,451,725.00 45.94%
Expense
61700 - Computer and Internet Expenses
61710 - Maint. of Web site & Regis. 6,250.00 15,000.00) 41.67% 30,000.00 20.83%
61715 - Hosting Web site 6,139.92 6,000.00| 102.33% 12,000.00 51.17%
61725 - Hardware 0.00 1,999.98 0.0% 3,999.96 0.0%
61730 - Internet Service Provider 8,184.00 10,344.00 79.12%| 20,688.00 39.56%
61735 - License & SSL Renewals 2,310.00 862.02 267.98% 1,724.04 133.99%
61740 - Help Desk Services 17,500.00 21,000.00 83.33% 42,000.00 41.67%
61745 - IT Contracted Svcs 10,625.25 8,160.00 130.21% 16,320.00 65.11%
68580 - Appraiser Nat Reg (FFP) 6,250.00 15,000.00 41.67% 30,000.00] 20.83%
68581 - National Reg - Billable hours 0.00 15,000.00) 0.0% 30,000.00 0.0%
Total 61700 - Computer and Internet Expenses 57,259.17 93,366.00 61.33% 186,732.00 30.66%)
62400 - Depreciation Expense
62405 - Depr-Existing furn & phones 1,590.00
62420 - Depr-Server 5,958.00
Total 62400 - Depreciation Expense 7,548.00
62500 - Dues and Subscriptions 10,596.96 5,401.02 196.2% 10,802.04 98.1%
64700 - Miscellaneous Expense 6,614.37 10,500.00 62.99% 21,000.00 31.5%)
64900 - Office Supplies 8,738.20 7,999.98 109.23% 15,999.96 54.61%)|
66000 - Payroll Expenses
66001 - Salaries 689,484.56 816,043.02 84.49% 1,632,086.04 42.25%
66002 - Personnel Benefits 211,417.36 223,172.52 94.73% 446,345.04 47.37%
66003 - Transportation Subsidy 3,195.00 7,020.00 45.51% 14,040.00 22.76%
66004 - Cash Awards 18,604.00 10,522.50 176.8% 21,045.00 88.4%
Total 66000 - Payroll Expenses 922,700.92| 1,056,758.04 87.31% 2,113,516.08| 43.66%
66100 - Training 1,404.00 5,500.02 25.53% 11,000.04 12.76%
66200 - Parking 1,987.51 1,738.98 114.29% 3,477.96 57.15%
66300 - Consulting Services 5,296.00 21,282.48 24.88% 42,564.96 12.44%
66350 - Annual Audit of ASC 19,570.00 9,784.98| 200.0% 19,569.96 100.0%
66355 - Review of AF Grant 7,750.00 3,862.50 200.65% 7,725.00 100.32%
66400 - GSA Services 30,394.52 35,988.00 84.46% 71,976.00] 42.23%
66500 - Postage and Delivery 233.32 244.02 95.62% 488.04 47.81%
66501 - Transportation of Things 444 .45 700.02, 63.49% 1,400.04 32.04%
66600 - Printing and Reproduction 1,843.64 16,247.46) 11.35% 32,494.92 5.67%
66800 - FDMS 6,607.50 4,999.98 132.15% 9,999.96 66.08%
67100 - Rent Expense 115,978.06 123,247.02, 94.1% 246,494.04 47.05%
68100 - Telephone Expense 20,181.12 17,757.00 113.65% 35,514.00] 56.83%)
68400 - Travel Expense 66,321.44 95,899.98 69.16% 191,799.96| 34.58%)
68500 - Hotline 1,590.00 1,590.00 100.0% 3,180.00 50.0%)
68550 - Unique Identifier Project 3,886.56 3,750.00 103.64% 7,500.00 51.82%)
68560 - Rulemaking - (Advisory Council) 0.00 4,999.98 0.0% 9,999.96 0.0%
68585 - Project Services - PM Software 0.00 7,500.00| 0.0%) 15,000.00 0.0%
68590 - SOAP Consultation Services 6,117.13 7,500.00| 81.56% 15,000.00 40.78%
68599 - Project Services - ASC.GOV Dev 151,382.94 62,500.02 242.21% 125,000.04 121.11%
68700 - Grant - Expense
68705 - Appraisal Foundation Grant 175,000.02 175,000.02, 100.0% 350,000.04 50.0%
68710 - State Grant - Investigator Trng 154,542.48 154,542.48 100.0% 309,084.96, 50.0%)
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12:41 PM
04/13/17
Accrual Basis

The Appraisal Subcommittee

Profit & Loss Budget Performance
October 2016 through March 2017

o of Total
% of Budget Annual
Oct 16 - Mar 17 Budget thru 3/3117 | Annual Budget Budget
Total 68700 - Grant - Expense 329,542.50 329,542.50 100.0% 659,085.00 50.0%
Total Expense 1,783,988.31| 1,928,659.98 92.5% 3,857,319.96 46.25%
Net Income -198,339.31 -202,797.48] 97.84%) -405,594.96] 48.9%)
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The Appraisal Subcommittee

Balance Sheet
As of March 31, 2017

Mar 31, 17
ASSETS
Current Assets
Checking/Savings
821 - AS Registry Fee Account
821G - Registry Fees- Unrestricted Acc 4,375,216.96
821T - Incremental Fee - Restricted 3,607,494.10
Total 821 - AS Registry Fee Account 7,982,711.06
Total Checking/Savings 7,982,711.06
Accounts Receivable
11000 - Accounts Receivable 265,205.00
Total Accounts Receivable 265,205.00
Total Current Assets 8,247,916.06
Fixed Assets
15000 - Furniture and Equipment
15100 - Furniture 31,803.14
15200 - Software and Equipment 355,316.64
15300 - Server Hardware and Equipment 98,571.64
Total 15000 - Furniture and Equipment 485,691.42
17000 - Accumulated Depreciation
17100 - Furniture - Accum Depr. -26,476.00
17200 - Accum Depr. - Software & Equip. -355,317.00
17300 - Accum Depr. - Server -78,858.16
Total 17000 - Accumulated Depreciation -460,651.16
Total Fixed Assets 25,040.26
TOTAL ASSETS 8,272,956.32
LIABILITIES & EQUITY Liabilities
Current Liabilities
Accounts Payable
20001 - *Accounts Payable
20003 - Grants Payable 125,406.53
20001 - *Accounts Payable - Other -8,308.50
Total 20001 - *Accounts Payable 117,098.03
Total Accounts Payable 117,098.03
Other Current Liabilities
21016 - Deferred Revenue 2016 -622,759.96
21017 - Deferred Revenue 2017 1,370,072.00
24000 - Payroll Liabilities
24100 - Accrued Payroll & Benefits 2,578.60
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The Appraisal Subcommittee

Balance Sheet
As of March 31, 2017

Mar 31, 17
24200 - Accrued Annual Leave 218,889.07
Total 24000 - Payroll Liabilities 221,467.67
Total Other Current Liabilities 968,779.71
Total Current Liabilities 1,085,877.74
Long Term Liabilities
25000 - Restricted Incremental Fees
25012 - Restricted Incremental Fees 12 149,131.00
25013 - Restricted Incremental Fees 13 313,906.00
25014 - Restricted Incremental Fees 14 379,993.00
25015 - Restricted Incremental Fees 15 376,869.00
25016 - Restricted Incremental Fees 16 364,196.00
25017 - Restricted Incremental Fees 17 249,941.00
25018 - Restricted Incremental Fees 18 68,659.00
25019 - Restricted Incremental Fees 19 3,394.00
25020 - Restricted Incremental Fees 20 450.00
25021 - Restricted Incremental Fees 21 281.00
Total 25000 - Restricted Incremental Fees 1,906,820.00
26000 - Deferred Revenue
26018 - Deferred Revenue - 2018 663,826.00
26019 - Deferred Revenue - 2019 22,725.00
26020 - Deferred Revenue - 2020 3,000.00
26021 - Deferred Revenue - 2021 1,775.00
Total 26000 - Deferred Revenue 691,326.00
27000 - Deferred Rent 21,198.11
Total Long Term Liabilities 2,619,344.11
Total Liabilities 3,705,221.85
Equity
30000 - Net Assets 3,188,195.28
32000 - Unrestricted Net Assets 1,577,878.50
Net Income -198,339.31
Total Equity 4,567,734.47
TOTAL LIABILITIES & EQUITY 8,272,956.32
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APPRAISAL SUBCOMMITTEE

OPEN SESSION MEETING MINUTES
FEBRUARY 10, 2017

LOCATION: Federal Reserve Board — International Square location
1850 K Street NW, Washington, DC 20006

ATTENDEES

ASC MEMBERS: FRB - Art Lindo (Chair)
CFPB - Calvin Hagins
FDIC — Marianne Hatheway
FHFA — Robert Witt
NCUA - Tim Segerson
OCC - Richard Taft

ASC STAFF: Executive Director — Jim Park
Deputy Executive Director — Denise Graves
General Counsel — Alice Ritter
Financial Manager — Girard Hull
Policy Manager — Claire Brooks
Policy Manager — Kristi Klamet
Policy Manager — Vicki Metcalf
Policy Manager — Jenny Tidwell
Management and Program Analyst — Lori Schuster
Administrative Officer — Brian Kelly

OBSERVERS: Appraisal Foundation — David Bunton
Appraisal Foundation — Cathy Johnson
Appraisal Foundation — Edna Nkemngu
Appraisal Institute — Brian Rodgers
CFPB - Paul Sanford
FDIC — Michael Briggs
FDIC — Suzy Gardner
FDIC — Lori Thompson
FRB - Gillian Burgess
FRB — Carmen Holly
FRB — Matt Suntag
FRB - Kirin Walsh
HUD - Robert Frazier
OCC - Kevin Lawton

The Meeting was called to order at 10:00 a.m. by A. Lindo.
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REPORTS

. Chairman

A. Lindo welcomed observers to the Meeting. The ASC’s January 11" Meeting was
rescheduled to today. Mira Marshall, CFPB’s primary representative, retired in December
and CFPB will name a new representative shortly. He also noted that the Economic
Growth and Regulatory Paperwork Reduction Act (EGRPRA) Report will be issued to

Congress in the coming months.

. Executive Director

J. Park reported on staff activities since the ASC’s November 9" Meeting. A federal hiring
freeze went into effect on January 22" and will remain in place until the Office of
Management and Budget (OMB) and the Office of Personnel Management (OPM) prepare
an attrition plan to reduce the number of civilian federal employees. A freeze on
regulations, effective on January 20", will delay the final Rule on the AMC Registry Fee.
Staff will continue to work on the final Rule but it will be given a lower priority until more
information is known about the regulatory freeze. The ASC Proposed Revised Policy
Statements were published for comment in the Federal Register on January 10", Staff has
determined that the Statements are also affected by the regulatory freeze. R. Witt asked if
the regulatory freeze would affect the development of the AMC National Registry. J. Park

responded that the Registry development is ongoing.
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He also reported on the following:

e OnJanuary 18", D. Bunton and J. Park participated in a webinar sponsored by the
Network of State Appraiser Organizations with approximately 800 persons in

attendance.

e The Appraisal Foundation Board of Trustees has suspended the activities of the

Appraisal Practices Board.
e The Appraiser Qualifications Board will finalize Criteria revisions later this year.

e Staff is continuing development of the Unique Identifier project. No State has
expressed an unwillingness to participate. Staff hopes to have all credentials converted

by the end of 2017.

Delegated State Compliance Reviews

D. Graves reported on State Compliance Reviews completed pursuant to delegated
authority since the ASC’s November 9" Meeting. Four State Compliance Reviews were
finalized and approved by the Executive Director under delegated authority. Colorado and
North Carolina were each awarded a Finding of “Excellent” and both will remain on a two-
year Review Cycle. Michigan and Minnesota were each awarded a Finding of “Good” and
both will remain on a two-year Review Cycle. Two State Compliance Reviews were

finalized and approved by the Chairman under delegated authority. New Jersey and
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Vermont were each awarded a Finding of “Needs Improvement” and both will remain on a
two-year Review Cycle with off-site monitoring. M. Hatheway asked how ASC staff
determines which rating to award a State. D. Graves responded that if a State has resolved
the issue(s) or has taken steps to resolve the issue(s), that is taken into account when
determining the rating. M. Hatheway felt that Vermont had less serious issues than New
Jersey but both States were given the same rating. D. Graves responded that VVermont had
several issues which require specific actions that ASC staff will need to monitor and that
raised their rating to the next level. R. Taft noted that this is the third consecutive review in
which New Jersey was shown to need improvement and that maybe the language should
have been stronger. D. Graves responded that staff can look at the rating procedures and

language in the letter to see if changes should be made.

D. Graves provided an analysis on State Compliance Review Findings Data and Trends
over the last five Compliance Review cycles that showed an overall improvement in State
compliance with Title XI. ASC staff attributes the improvement in part to the Investigator
Training Program for States which has helped States prepare investigations that are better
documented and presented. Staff also attributes the improvement to the revised ASC
Policy Statements that went into effect in June 2013, which included a refined Compliance
Review Rating System to better reflect a State Program’s compliance with Title XI. D.
Graves also said that the ASC Policy Managers are doing a great job working with the
States. The Policy Managers are proactive in keeping the States apprised of changes in
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requirements and other topical issues. B. Gardner noted that when the AQB Criteria are
revised, it seems to increase non-compliance because States may not be making the needed
changes before the revised Criteria go into effect. D. Bunton responded that States were
given four years notice for the Criteria changes that went into effect in 2008 and 2015. He
added that the Appraisal Standards Board adopted the new edition of USPAP last week and
it will go into effect on January 1, 2018. D. Graves said that some States incorporate
USPAP by reference while other States have to make regulatory changes which can cause

them to be out of compliance or have an area of concern if not timely.

Financial Manager

G. Hull reported on the following:

e ASC staff was asked to provide information regarding the ASC’s reserve balance,
specifically what funds are included and how the appropriate reserve amount is
determined. The reserve balance is determined based on the minimum funding level
required to cover the ASC’s budgeted expenses for an entire fiscal year in the event that
the ASC has inadequate cash receipts or no cash receipts for a particular fiscal year.
Items included in the normal operating expenses consist of items such as personnel
compensation, special projects, travel, rent, printing, contracted services and IT
services. An amount is also included to cover federal grants. ASC Strategic Plan

Obijective 6.1 states that the ASC will “maintain a minimum one-year operating reserve
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in the ASC’s U.S. Treasury account.” While a minimum reserve has not been formally

adopted, it has been ASC practice to maintain an amount near $4.2 million as suitable.

e The ASC’s FY16 audit was completed with a clean opinion and no findings. A copy

will be provided to ASC members and will also be included in the 2016 ASC Annual

Report.

e The ASC staff reviewed and approved the Appraisal Foundation’s September 2016
grant reimbursement request in the amount of $82,086. Included in the request were
costs related to the State Investigator Training Course in St. Louis, MO on September
19-21 attended by 37 staff from 22 States. A balance of $57,792 remains in the 2016

grant.

M. Hatheway requested G. Hull send ASC members a spreadsheet of the numbers
discussed in his report today. A. Lindo asked what percentage would be used to account
for annual increases and asked for an average over a 3 to 5-year period. (T. Segerson
joined the meeting.) M. Hatheway noted that there might be critical projects for funding

that should be included in the reserve balance.

ACTION ITEMS

November 9, 2016 Open Session Minutes
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C. Hagins made a motion to approve the November 9" open session meeting minutes as

edited. R. Taft seconded and all members present voted to approve.

o FY16 Appraisal Foundation Grant Reprogramming Request

G. Hull presented the Foundation’s reprogramming request for $57,792. If approved, the
remaining FY16 grant funds would be expended. M. Hatheway moved for approval in the

amount of $57,792. C. Hagins seconded and all members present voted to approve.

The Open Session adjourned at 11:00 a.m. The next ASC Meeting will be May 10, 2017.
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Letter of Transmittal
June 14, 2017

The President of the Senate
The Speaker of the House of Representatives

Pursuant to Section 1103 of Title XI of the Financial Institutions Reform, Recovery, and
Enforcement Act of 1989, as amended (12 U.S.C. § 3332), I am pleased to submit the
2016 Annual Report of the Appraisal Subcommittee of the Federal Financial Institutions
Examination Council.

Sincerely,

/ (f///}fér/(f

Arthur Lindo
Chairman
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Introduction

The Appraisal Subcommittee

The Appraisal Subcommittee (ASC) of the Federal
Financial Institutions Examination Council (FFIEC)! was
created on August 9, 1989, pursuant to Title XI of the
Financial Institutions Reform, Recovery, and Enforcement
Act of 1989 (Title XI of FIRREA or Title XI). Title XI’s
purpose is to “provide that Federal financial and public
policy interests in real estate transactions will be protected
by requiring that real estate appraisals utilized in connec-
tion with federally related transactions are performed in
writing, in accordance with uniform standards, and by
individuals whose competency has been demonstrated
and whose professional conduct will be subject to effective
supervision.”” In general, the ASC oversees the real estate
appraisal regulatory framework as it relates to federally
related transactions as defined in Title XI.?

The 2010 Dodd-Frank Wall Street Reform and Consumer
Protection Act (Dodd-Frank Act) included amendments
to Title XI. As amended, Title XI requires the ASC to:

* monitor the requirements established by States—

° for the certification and licensing of individuals who
are qualified to perform appraisals in connection
with federally related transactions, including a code
of professional responsibility; and

© for the registration and supervision of the operations
and activities of appraisal management companies
(AMGs)

* monitor the requirements established by the Federal
financial institutions regulatory agencies with respect
to—

© appraisal standards for federally related transactions
under their jurisdiction; and

© determinations as to which federally related transac-
tions under their jurisdiction require the services of
a State certified appraiser and which require the ser-
vices of a State licensed appraiser

* maintain a National Registry of State certified and
licensed appraisers (Appraiser Registry) who are eligible
to perform appraisals in federally related transactions

* establish and operate an appraisal complaint national
hotline, including a toll-free telephone number and
email address, for the referral of complaints concerning
alleged violations of appraisal independence standards
and/or Uniform Standards of Professional Appraisal
Practice (USPAP)

* maintain a National Registry of AMCs (AMC Registry)
that either are registered with and subject to supervision
of a State appraiser certifying and licensing agency or
are operating subsidiaries of a Federally regulated finan-
cial institution*

* monitor and review the practices, procedures, activities
and organizational structure of the Appraisal Founda-
tion (Foundation)

* transmit an annual report to Congress not later than
June 15 of each year that describes the way each func-
tion assigned to the ASC has been carried out during
the preceding year

! The FFIEC was established pursuant to Title X of the Financial Institu-
tions Regulatory and Interest Rate Control Act of 1978. It is an interagency
body empowered to set uniform principles for the examination of federally
regulated financial institutions.

2 Title XI § 1101, 12 U.S.C. § 3331.

3 A federally related transaction includes any real estate-related financial
transaction which: (a) a Federal financial institutions regulatory agency
engages in, contracts for, or regulates; and (b) requires the services of an
appraiser under the interagency appraisal rules. [(Title XI § 1121 (4), 12
U.S.C. § 3350), 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)]. Based on 2014
Home Mortgage Disclosure Act (HMDA) data, at least 90 percent of resi-
dential mortgage loan originations are not subject to the Title XI appraisal
regulations. (FFIEC report to Congress, Economic Growth and Regulatory
Paperwork Reduction Act, 82 Federal Register 15900 (March 30, 2017)).

4The AMC Registry and annual AMC registry fees will be implemented
along with the States establishment of AMC registration in accordance with

the Dodd-Frank Act.

Appraisal Subcommittee Annual Report 2016 7



Title XTI also requires the ASC to:

* make grants in such amounts as it deems appropriate
to the Foundation to help defray costs relating to the
activities of the Appraisal Standards Board (ASB) and
Appraiser Qualifications Board (AQB)

* make grants to State appraiser certifying and licensing
agencies in accordance with policies developed by the
ASC to support the efforts of such agencies to comply
with Title XI, including—

© the complaint process, complaint investigations, and
appraiser enforcement activities of such agencies

© the submission of data on State licensed and certified
appraisers and AMCs to the Appraiser Registry and
the AMC Registry, including information affirming
that appraisers or AMCs meet required qualification
criteria, and information on formal and informal dis-
ciplinary actions

° reporting to all State appraiser certifying and licens-

ing agencies when a license or certification is surren-
dered, revoked or suspended

8 Appraisal Subcommittee Annual Report 2016

An unofficial ASC staff version of Title XI as amended by
the Dodd-Frank Act is in Appendix H.

The ASC has seven members, each designated respec-
tively by the head of their agency, including the Board

of Governors of the Federal Reserve System (Federal
Reserve), Consumer Financial Protection Bureau (CFPB),
Federal Deposit Insurance Corporation (FDIC), National
Credit Union Administration (NCUA), Office of the
Comptroller of the Currency (OCC), Federal Housing
Finance Agency (FHFA), and U.S. Department of
Housing and Urban Development (HUD).



Message from the Chairman

2016 was a productive and eventful year for the Appraisal
Subcommittee. One of the ASC’s core functions under
Title XI is to monitor the requirements established by the
States for certification and licensing of appraisers quali-
fied to perform appraisals in connection with federally
related transactions. The ASC continued to implement
enhancements to its Compliance Review process of the
State appraiser regulatory programs (State Programs). No
less than every two years, the ASC performs a Compliance
Review of each State Program to determine the extent of
compliance with Title XI and implementation of the AQB
criteria.

In 2016, the ASC reviewed 25 State Programs.
Continuing a trend starting in 2014, State Programs
improved their overall compliance with Title XI. At

the conclusion of 2016, there were 18 States rated as
Excellent, 23 Good and 14 Needs Improvement. No
States were rated as Not Satisfactory or Poor. With 75% of
the State Programs being rated as Excellent or Good, we
have a clear indication that most, if not all, States make
significant efforts to achieve an Excellent rating. Although
there is still room for improvement, these results are a
good indication that most States have a clear understand-
ing of Title XI requirements and follow ASC guidance on
how to achieve compliance with Title XI requirements.

As a result of Dodd-Frank Act amendments to Title XI,
in May 2016, the ASC published its first proposed rule

in over 20 years. The rule would implement the statutory
requirement to establish a fee structure for the Appraisal
Management Company (AMC) National Registry. The
ASC received 104 comments and is considering each of
those comments in preparation of the final rule, planned
for publication in 2017. The rule would put in place
mechanisms to allow those States with an AMC regulatory
program to transmit AMC National Registry fees to the
ASC. The AMC National Registry framework is complete
and will be ready to populate with data in line with the
effective date of the final rule.

Throughout 2016, the ASC continued to prepare for
the implementation of the appraiser unique identifica-
tion number (UID). The UID will permit any user of the

National Appraiser Registry to see a nationwide view of all
credentials held by a single appraiser regardless of which
State license or certification number is searched.

The UID has 3 main objectives:

* Eliminate the transmission of personally identifiable
information

* Promote consistent appraiser information on the
National Appraiser Registry

* Improve the information sharing between all users of
the National Appraiser Registry

The UID project will improve the efficiency and ease of
use of the National Appraiser Registry. With the imple-
mentation of the UID, the ASC will be able to more
accurately identify how many individual real property
appraisers are credentialed. The total number of active
appraisal credentials on the National Appraiser Registry
as of December 31, 2016, was 96,228; this number repre-
sents the total number of licenses and certifications, but
does not reflect the number of individual appraisers as
many appraisers are credentialed in multiple States. The
number of appraisal credentials is down from 98,351 on
December 31, 2015, a drop of 2.2%.

The ASC greatly appreciates the contributions of the
many officials from State Programs who worked on

this project and who continually work with the ASC to
help improve various aspects of the appraiser informa-
tion included on the National Appraiser Registry for the
benefit of the numerous stakeholders who rely on state
licensed and certified appraisers.

The ASC continued to monitor and review the activities
of the Appraisal Foundation (Foundation). In carrying
out its monitoring duties, ASC staff regularly attends the
meetings of the Appraiser Qualifications Board (AQB),
Appraisal Standards Board (ASB), Appraisal Practices
Board, and the Board of Trustees. From time to time, the
ASC or its staff may comment publicly on Foundation
activities as they relate to the use of ASC grant funds or
actions that impact federally related transactions. The
ASC regularly reviews the Foundations use of grant funds
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to ensure the funds are used to help defray costs for grant
eligible activities of the AQB and ASB. For fiscal year
2016, the ASC awarded the Foundation $350,000.

The ASC also funded State grants, administered by the
Foundation, in the amount of $309,632, for the devel-
opment and support of investigator training courses for
State Program personnel. The investigator training courses
provide education resources to States in support of their
investigative processing of complaints against appraisers.
The courses promote best practices in complaint inves-
tigation and resolution and cover topics such as USPAP
and proper investigative techniques. In 2016, 110 State
employees attended the training, with over 800 attend-
ees over the past four years. This training was initially
developed jointly by the Foundation, the Association of
Appraisal Regulatory Officials (AARO) and the ASC. This
specialized training has proven to be invaluable to the
States and is likely related to the continued improvement
in Title XI compliance by State Programs. The ASC is also
exploring other beneficial educational opportunities for
the States.

The ASC continued to operate its Appraisal Complaint
National Hotline (Hotline). The Hotline incorporates a
toll-free telephone number, e-mail address, and website

for referring complainants to the appropriate State or
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Federal agency for complaints of alleged violations of
USPAP and non-compliance with appraisal independence
standards. The Hotline statistics for 2016 are in Appendix
F of this report.

Over the past 25 years, the ASC has worked closely with
the officials of State Programs, industry trade groups

and other interested parties to address issues of common
concern to the appraisal industry. From time to time
during this period, the ASC has received reports of local-
ized appraiser supply and demand concerns in various
parts of the country. Historically, these concerns have
been temporary in nature and were resolved once the
industry adjusted to the changes in underlying market
factors. At present, the ASC is evaluating the underly-

ing causes of reported incidents of appraiser shortages in
certain parts of the country and is working with officials
of the impacted State Programs, industry trade groups and
other interested parties on the actions the ASC can take to
address these concerns.

The ASC will continue to fulfill its responsibilities under
Title XI as amended by the Dodd-Frank Act. The ASC
member agencies are committed to supporting the
mission of the ASC and provide the ASC with the neces-
sary resources to fulfill its statutory mandates in a trans-
parent and efficient manner.



Appraisal Subcommittee

Member Representatives

The ASC board consists of seven individuals appointed by
the heads of the FFIEC agencies, FHFA and HUD. Title
X1 also requires the FFIEC to appoint a Chairperson from
the member representatives to serve a two-year term.

. Board of Governors of the Federal
&) Reserve System

Chairman: Arthur Lindo, June 2013
Member Since: January 2012
Mr. Lindo is Senior Associate Director, Division of
Banking Supervision and Regulation.

= Office of the Comptroller of the
| Currency

Vice Chairman: Richard B. Taft
Member Since: August 2015

Mr. Taft is Deputy Comptroller of Credit Risk.

” \ > Department of Housing and Urban
|” Development

“ Member: Vacant

Alternate Member: Ada Bohorfoush

Alternate Member Since: December 2011

Federal Deposit Insurance Corporation
Member: Marianne Hatheway

¥ Member Since: February 2016

Ms Hatheway is the Deputy Regional Director, Division
of Risk Management Supervision in the FDIC Boston
Area Office.

Member: Rae-Anne Miller

Member Through: February 2016

Alternate Member: Rae-Ann Miller

Alternate Member Since: February 2016

.| Federal Housing Finance Agency
% Member: Maria Fernandez
Member Since: October 2014
Ms. Fernandez is Senior Associate Director,
Housing and Regulatory Policy.
Alternate Member: Robert Witt
Alternate Member Since: July 2013
é\ Member: Timothy Segerson
A% Member Since: May 2013

Mr. Segerson is Deputy Director, Office of Examination
and Insurance.

National Credit Union Administration

Consumer Financial
 Protection Bureau

. Member: Mira Marshall

Member Since: July 2012

Ms. Marshall is Senior Advisor to the Assistant Director,
Office of Supervision Examinations.

Alternate Member: Calvin Hagins

Alternate Member Since: November 2012
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Administration of the Appraisal Subcommittee

Staff Listing

James R. Park, Executive Director

Denise E. Graves, Deputy Executive Director

Alice M. Ritter, General Counsel

Vacant, Attorney-Advisor

L. Girard Hull, Financial Manager

Vicki A. Ledbetter-Metcalf, Policy Manager

Jenny Howard Tidwell, Policy Manager

Kristi A. Klamet, Policy Manager

Neal R. Fenochietti, Policy Manager

Claire M. Brooks, Policy Manager

Lori L. Schuster, Management and Program Analyst
Brian T. Kelly, Administrative Officer/Project Manager—IT
Vacant, Administrative Assistant

Vacant, Regulatory Affairs Specialist

Vacant, Administrative Officer

ASC Meeting Procedures

The ASC held meetings in March, May, July, September and November 2016.
Instructions on how to submit a request to attend the public portion of a meeting are
available on the ASC website (www.asc.gov). The meeting agenda is posted in the Federal
Register and on the website approximately seven business days prior to the scheduled
meeting. Following passage of the Dodd-Frank Act, the ASC began holding its meetings
in conformance with Section 1104(b) of Title XI, which instructs the ASC to “meet in
public session after notice in the Federal Register, but [the ASC] may close certain portions
of these meetings related to personnel and review of preliminary State audit reports.”
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State Appraiser Regulatory Program Oversight

As required by Title X1, the ASC monitors each State’s
Program for compliance with Title XI, AQB Real Properzy
Appraiser Qualification Criteria (AQB Criteria) and ASC
Policy Statements. Current Policy Statements are set

forth in Appendix H that follows this Annual Report.
Appraisers credentialed by State Programs that do not
comply with the requirements of Title XI may be prohib-
ited from performing appraisals of real property involved
in federally related transactions in that State. The ASC’s
rating criteria of the State Programs focuses on three key
components: (1) complying with Title XI mandates and
requirements of ASC Policy Statements; (2) maintaining a
strong regulatory program; and (3) limiting overall risk of
Program failure.

The ASC monitors State Programs largely through
on-site visits to the States; the ASC performs an on-site
Compliance Review of each State at least once every
two years. (See Appendix D, Tools for Monitoring State
Compliance with Title XI.) Programs that evidence
noncompliance in one or more areas may be subject to
additional oversight, including Follow-up Reviews, an
accelerated Review Cycle and/or off-site monitoring.

The ASC identifies State Programs that may have a signifi-
cant impact on the nation’s appraiser regulatory system.
The following 14 States, listed alphabetically, collectively
represent over 50% of the credentialed appraisers on

the Appraiser Registry: California, Colorado, Florida,
Georgia, Illinois, Michigan, New Jersey, New York,

North Carolina, Ohio, Pennsylvania, Texas, Virginia and
Washington. The ASC performs Priority Contact visits
with these States in those years when Compliance Reviews

are not scheduled.” The ASC also conducts a Priority
Contact visit for individual States when a specific concern
warrants special attention by the ASC. The primary
purpose of the Priority Contact visit is to review topical
issues, evaluate regulatory compliance issues and maintain
a close working relationship with the State.

In 2016, ASC Policy Managers conducted 25 Reviews;
two Follow-up Reviews; and five Priority Contacts. (See
Appendix B, 2016 Compliance Review Findings.)

Compliance Review Program

The ASC’s Compliance Review process is a risk-based
review process, focusing on areas of State Programs that
are not in compliance with Title XI or that exhibit char-
acteristics which could lead to non-compliance. Effective
June 1, 2013, the ASC refined its Compliance Review
process to better identify various levels of compliance.

Compliance Reviews are scheduled over a three to
four-day period to coincide with a meeting of the State
Program’s decision-making body whenever possible.
Preliminary Findings are communicated to the State in an
ASC staff report and the State is given 60 days to respond.
ASC staff then considers the State’s response and makes
formal recommendations for final disposition. The ASC,
or its designated representative acting under delegated
authority, considers the ASC staff report and recom-
mendations along with responses from the State Program
before rendering a decision. A final Compliance Review

> Priority Contact visits may be performed onsite or by telephone.
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Report and letter to the State with a determination regard-
ing the State’s compliance with Title XI is then issued.
(See Appendix B, 2016 Compliance Review Findings.)
Actions taken under delegated authority are presented to
the ASC at its next regularly scheduled meeting.

State Programs are issued one of the following Findings:

* Excellent

* Good

* Needs Improvement
* Not Satisfactory

* Poor
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Of the 25 Compliance Reviews performed in 2016, 12
States (48%) were found to be Excellent; 8 States (32%)
were found to be Good; 5 States (20%) were found to be
Needs Improvement; and no State was found to be Not
Satisfactory or Poor. The general areas of non-compliance
with Title XI and the number of States experiencing those
problems are presented in the 2016 Compliance Review
Findings (Appendix B). The most significant area of
noncompliance involved statutes, regulations, policies and
procedures as a result of Dodd-Frank Act amendments

to Title XTI and recent changes in AQB Criteria which
required legislative action in many States. States continue
to show improvement in enforcement activities.



Appraisal Foundation Monitoring
and Oversight

The ASC monitors and reviews the Appraisal Foundation,
including the AQB, ASB, and Appraisal Practices Board
(APB). The ASB and AQB are independent boards of the
Foundation which serve as the congressionally-authorized
sources for establishing appraiser qualifications and
appraisal standards for federally related transactions. In
monitoring the Foundation, the ASC attends AQB, ASB,
APB and Board of Trustees (BOT) meetings. The ASC
also provides comments on proposals when needed and
reviews all final published documents regarding AQB
Criteria and USPAP.

Appraisal Subcommittee Annual Report 2016
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ASC Grants

Foundation Grant

Title XI requires the ASC “to make grants in such
amounts as it deems appropriate to the [Foundation], to

help defray those costs of the Foundation relating to the
activities of the [ASB] and [AQB].”®

The Foundation annually submits grant requests to
coincide with the ASC'’s fiscal year for consideration as
part of the ASC’s budget process. As part of its review

of the Foundation’s grant proposal, the ASC evaluates
whether amounts requested are for “grant-eligible activi-
ties” under the ASC’s Foundation Grant Policy. For ASB,
AQB or BOT expenses to be considered as “grant eligible
activities,” they must meet the following requirements:

* ASB expenses must be related to the development,
interpretation, amendment or advancement of USPAP,
or related special projects and be included in the
approved grant budget

* AQB expenses must be related to the development,

interpretation, amendment or advancement of the AQB

Criteria or related special projects, or maintenance of
the National Uniform Examination and be included in
the approved grant budget

* BOT expenses must be related to the development,
interpretation, amendment or advancement of the
USPAP or the AQB Ciriteria and be included in the
approved grant budget

The ASC evaluates the impact of grant funding on the
ASC’s financial condition to ensure consistency with its
operating standards for maintaining appropriate reserves.
The ASC awarded $350,000 in grant funds to the
Foundation in fiscal year 2016. Since the ASC’s inception
in 1989, it has provided approximately $21 million in
aggregate grant funds.

Approved grant funds generally are disbursed monthly
after the Foundation submits a detailed request for
reimbursement that includes a summary of the amount
and types of expenses and supporting documentation.
ASC staff reviews each reimbursement request to ensure
expenses requested for reimbursement are related to
“grant-eligible activities” and that the expenses were
included in the annual grant budget.

The ASC employs an independent auditing firm on

an annual basis to perform an agreed upon procedures
engagement in accordance with standards established by
the American Institute of Certified Public Accountants
relating to the Foundation grant and the applicable
requirements of OMB Circular A-122.7 The purpose of
the engagement is to:

e Ascertain that grant funds are expended for the activi-
ties allowed in the grant

* Ascertain that costs charged to the grant are allowed
under the grant agreement

* Note whether specific service or expenditure levels are
maintained

¢ Ascertain whether minimum or maximum limits for
specified services are met

* Determine whether funds were obligated within the
period of availability and obligations were liquidated
within the required time period

¢ Title XI § 1109(b)(4), 12 U.S.C. § 3338

7 OMB Circular A-122, “Cost Principles for Non-Profit Organizations,”
revised May 10, 2004. This Circular establishes principles for determining
costs of grants, contract and other agreements with non-profit organizations.
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* Determine whether revenues are correctly recorded
and disbursed in accordance with the grant/program
requirements

* Determine whether activities related to the grant
occurred when the Foundation incurred the expendi-

ture

* Ascertain the costs charged to the meetings are in com-
pliance with the grant agreement

* Ascertain that the costs charged to the grant for confer-
ence calls are in compliance with the grant agreement
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State Grant

Title XI also requires the ASC to make grants to the
States in accordance with policies developed by the ASC
in support of State enforcement activities, in addition to
other areas.® The ASC provided grant funds in 2016 in
the amount $309,632, administered by the Foundation,
in support of the States for the development, presentation
and hosting of State Investigator Training Courses. ASC
grant funds paid for attendees’ meeting materials, lodging
and travel expenses for up to three individuals from each
State. Positive feedback from the States resulted in the
ASC approving funding for investigator training courses
for 2017. The ASC continues to review other options

for the use of State grant funds, including educational
programs for State regulators.

8 Tite XI'§ 1109(b)(5), 12 U.S.C. § 3338.



Appraiser Registry

Title XI requires the ASC to maintain an Appraiser
Registry of State certified and licensed appraisers who are
eligible to perform appraisals in federally related transac-
tions. As of December 31, 2016, the Appraiser Registry
contained slightly more than 96,000° appraiser credentials
down 2% from the 98,000 entries at the end of 2015, and
down 21% from the peak in 2007 of over 121,000. (See
Appendix C, National Appraiser Credential Statistics.)

The Appraiser Registry is accessible at the ASC’s website
(www.asc.gov), and is used by appraisers, Federal and
State agencies, financial institutions, users of appraisal
services, law enforcement, and consumers. Use of the
Appraiser Registry is free. The Appraiser Registry allows
users to determine whether an appraiser is State certified
or licensed to perform appraisals in connection with feder-
ally related transactions. Users can also access an apprais-
er’s credential status and determine whether the appraiser’s
credential is currently suspended, revoked, or surrendered
in lieu of State disciplinary action.

The Appraiser Registry facilitates information sharing that
assists State Programs in enforcing their appraiser-related
statutes and regulations, including temporary practice and
reciprocity. Financial institutions and other users also can
access the Appraiser Registry to:

* Receive automatic notifications about new revocations,
suspensions, surrenders, and certification/license expira-
tions

* Download publicly available information or parts of
the Appraiser Registry into predefined queries and user-

customized queries

* Verify appraiser credentials

* Set up automatic queries of Appraiser Registry informa-
tion using a web service which allows computer systems
used by lenders, regulatory agencies, and other autho-
rized parties to integrate directly with the Appraiser
Registry

The Appraiser Registry also contains non-public data
(such as certain disciplinary actions other than suspen-
sions, revocations or voluntary surrenders). Access to
nonpublic data is restricted to authorized State regulatory
agency representatives.

In 2010, the ASC upgraded the Appraiser Registry to
allow States to submit data to the ASC directly from their
credential tracking applications. By the end of 2016, 27%
of the States were reporting all their appraiser data directly
into the Appraiser Registry and all States were entering
their appraiser disciplinary data into the Appraiser
Registry as a supplement to the data files sent by the State
periodically.

These upgrades reduced costs, increased efficiency, and
allowed States the opportunity to provide almost immedi-
ate updates to the Appraiser Registry, making it a more
effective tool for users of appraisal services as well as
consumers and law enforcement.

States reported 18,461 disciplinary actions taken against
appraisers for misconduct or wrongdoing over the past
10 years. (See Appendix E, Appraiser Disciplinary Actions
Reported by States.)

9 This number does not represent the number of individual appraisers as
some appraisers have credentials from multiple States
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Appraisal Complaint National Hotline

The ASC began operation of the Appraisal Complaint
National Hotline (Hotline) on March 15, 2013. The
Hotline refers complainants to the appropriate State
and/or Federal agencies to handle complaints of alleged
violations of USPAP and/or appraisal independence
standards. The Hotline consists of three components: a
website (ReferMyAppraisal Complaint.asc.gov), a linked
email and a call center with a toll-free telephone number

(877-739-0096).

The Hotline website received 4,296 contacts in calendar
year 2016. Additionally, the toll-free telephone number
received 408 calls and the email portal received 2
contacts. These contacts resulted in 549 referrals to State
and Federal agencies. Appendix E, Appraisal Complaint
National Hotline, contains more detailed information

on the source of contacts, specific agency referrals, and
whether the contact concerned issues of potential non-
compliance with appraisal independence standards or
violations of USPAP. Since the Hotline was designed as a

referral system, it does not collect data on the resolution
of complaints referred to the State or Federal agencies.
Appendix G, Agency Complaint Data, also contains data
reported by the Federal financial institution regulatory
agencies and CFPB concerning complaints received by
them during calendar year 2016. The numbers reported in
this table differ from those reported in the ASC’s table for
several reasons. The Hotline is a referral tool available to

a wide range of users; consequently, not all complainants
who access the Hotline will proceed to filing a complaint
with one of the agencies, or they may choose to file a
complaint with their State appraiser regulatory agency.
Additionally, the reported data includes all appraisal-
related complaints received by the Federal agency without
identifying whether the complainant used the Hotline to
obtain the referral information. States do not report data
on appraisal-related complaints to the ASC, although a
State’s processing and disposition of complaints are part of
the Compliance Review process.
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Activities of the ASC Member Agencies

Following Title XI's adoption in 1989, each of the
Federal financial institutions regulatory agencies and
HUD adopted appraisal-related rules and policies. The
OCC, Federal Reserve, FDIC and NCUA also jointly
issued Interagency Appraisal and Evaluation Guidelines
(Guidelines)'° that clarify the long-standing expectations
for an institution’s appraisal and evaluation program.'!
The Guidelines address an institution’s collateral valua-
tion function, including independence in the appraisal
and evaluation functions, minimum appraisal standards

for federally related transactions, the development and
content of evaluations, appraisals for residential tract
development lending and background on USPAP. The
appraisal regulations require federally regulated institu-
tions to ensure that appraisals supporting federally related
transactions comply with USPAP.

19 Updated 2010.
"' See 75 Federal Register 77450 (December 10, 2010).
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Interagency Activity

Automated Valuation Models (AVMs)

Title XI requires the Agencies, in consultation with the
staff of the ASC and the ASB, to promulgate regulations
implementing quality control standards for AVMs which
are defined as “any computerized model used by mortgage
originators and secondary market issuers to determine the
collateral values of a mortgage secured by a consumer’s
principal dwelling.”'? The AVM regulations are to imple-
ment requirements that AVMs adhere to quality control
standards designed to ensure a high level of confidence

in the estimates produced by AVMs and protect against
manipulation of data, among other things. The inter-
agency group continued development of these regulations
in 2016.

Economic Growth and Regulatory Paperwork
Reduction Act (EGRPRA)

Beginning in 2014, the federal financial institutions
regulatory agencies, engaged in a decennial process
under the Economic Growth and Regulatory Paperwork
Reduction Act of 1996 (EGRPRA) to assess the impact
of banking regulations on depository institutions. As
part of the EGRPRA process, the agencies solicited
comment from the public and agency officials and staff
held town-hall style meetings across the country to discuss
the impact of federal banking regulations. The agencies
received numerous comments pertaining to the appraisal
regulations and the agencies subsequently initiated an

assessment of those regulations. The results of the assess-
ment were included in a report to Congress issued in
March 2017. In March 2016, the federal financial institu-
tions regulatory agencies, issued an Interagency Advisory on
the Use of Evaluations in Real Estate Related Transactions.
That advisory clarified existing guidance on when evalu-
ations are permitted and the preparation of evaluations.
Also, on October 24, 2016, the federal banking agencies
and NCUA, issued the “Zemporary Exceptions to FIRREA
Appraisal Requirements in Areas Affected by Severe Storms
and Flooding in Louisiana.” The statement granted excep-
tions to the FIRREA appraisal requirements for transac-
tions involving real property located in certain parishes in
Louisiana declared to be a major disaster area by order of
the President due to storms and flooding.

Truth in Lending Act (TILA)

The CFPB, the Federal Reserve, and Office of the
Comptroller of the Currency amended the TILA official
interpretations and commentary regarding adjusting the
exemption threshold for higher-priced mortgage loans.
The agencies will not adjust the threshold and calculation
method from the prior year when there is no percentage
increase in the Consumer Price Index."?

12Title XI § 1125(d), 12 U.S.C. § 3354(d).

13 https://www.reginfo.gov/public/do/
eAgendaViewRule?publd=201610&RIN=3170-AA68
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Member Agency Activity

Several ASC member agencies issued appraisal related
rules, guidance and training in addition to the interagency
rulemaking projects.

Federal Reserve Board

Federal Reserve Board staff participated in several
outreach programs including panel discussions to explain
the banking agencies” appraisal regulations and guidance
to persons involved in the appraisal profession, as well

as users of appraisal services and appraiser regulators.
The Federal Reserve Board also continues to publish
Community Banking Connections, a web-based publi-
cation that provides community bankers with access to
information on safe and sound banking practices, includ-
ing compliance with appraisal regulation and guidance.

Comptroller of the Currency

OCC staff participated in outreach throughout the
year with various constituents in the appraisal profes-
sion including appraisers, industry associations, users
of appraisal services, bankers, and other regulators.
Through this outreach, the agency provided informa-
tion and guidance on real estate lending, appraisals, and
evaluations.

Federal Deposit Insurance Corporation

The FDIC provides guidance and outreach to various
segments of the lending community through programs
such as the Directors’ College Program and Technical
Assistance Video Program. This training includes guidance
on appraisals and evaluations. FDIC staff participated

in outreach programs, including panel discussions and a
webinar to explain the banking agency’s appraisal regula-
tions and guidance, to various members of the appraisal
profession as well as users of appraisal services and
appraiser regulators. The FDIC continues to work with
the other member agencies on interagency rulemakings for
appraisal-related provisions of the Dodd- Frank Act.

National Credit Union Administration

The NCUA Board did not amend or modify any new
rules during 2016 related to appraisals. NCUA contin-
ues to work with FFIEC Agencies to evaluate current
appraisal requirements and thresholds for appropriate-
ness as part of their periodic regulatory review and effort
to identify areas of potential regulatory relief for credit
unions and consumers.

Consumer Financial Protection Bureau

In 2016, the CFPB provided guidance to the lending
community on the amended reporting requirements for
the Home Mortgage Disclosure Act (HMDA). The final
rule, referred to the 2015 HMDA Rule which was issued
on October 15, 2015. The new data collection require-
ments included in the 2015 HMDA Rule are effective
January 1, 2018 and applicable to data reported in or
after 2019. Among other things, the rule will require

the reporting of certain data points, including property
value. The CFPB has released two webinars, sample

darta collection forms, and other compliance tools to aid
implementation efforts. The CFPB also released updated
guidance on the role of service providers. Practitioners in
the appraiser community should be aware of this guidance
as it may impact the depth and formality of lenders’ risk
management programs (https://www.consumerfinance.
gov/policy-compliance/guidance/implementation-
guidance/compliance-bulletin-and-policy-guidance-
2016-02-service-providers/).

Federal Housing Finance Agency

Leveraging its work on Collateral Underwriter (CU) over
the past two years, Fannie Mae released a broad market
offering to all approved Fannie Mae Sellers/Lenders called
Day 1 Certainty in December 2016. Lenders submitting
appraisals through CU that meet Fannie Mae appraisal
quality standards are offered relief from representations
and warranties for the appraised value of the collateral.

Appraisal Subcommittee Annual Report 2016 29



Lenders can access CU, a free appraisal risk assessment
application, to originate mortgages maximizing appraisal
review efficiency and proactively manage appraisal quality
with increased certainty and lower costs. Use of CU is
optional and is not intended to replace a lender’s review of
the appraisal.

Freddie Mac developed an appraisal assessment tool
known as Loan Collateral Advisor (LCA) for use by its
approved Sellers/Lenders that evaluates and scores apprais-
als on data integrity, value, and overall quality. When
completed, it will offer lenders relief from representa-
tions and warranties on appraisals that meet Freddie Mac
quality standards.

Development of appraisal assessment tools by the
Enterprises has resulted in enhanced appraisal review by
lenders and an increase in overall appraisal quality by
appraisers.

In 2016, Fannie Mae and Freddie Mac released updated
guidance to lenders and appraisers clarifying the use of
comparable sales in rural markets, condominium projects,
and new home subdivisions. The guidance addresses
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challenges in various markets in meeting appraisal require-
ments for the selection and use of comparable sales in
appraisals and supports greater appraiser independence in
data selection, analysis and the valuation process.

Both Fannie Mae and Freddie Mac continued to enhance
the Uniform Collateral Data Portal (UCDP) in 2016.

Department of Housing and Urban
Development

During 2016, the Federal Housing Administration (FHA)
completed the deployment of the Electronic Appraisal
Delivery (EAD) process. FHA mortgagees upload the
MISMO compliant XML format of the appraisal report
for all new originations. The FHA Handbook 4000.1, in
effect since 2015 was revised and is being updated with
new sections representing the remaining portions of the
mortgage origination and servicing processes. In addition,
FHA updated the FHA Single Family Appraisal Report and
Data Delivery Guide as needed to provide instructions to
appraisers and lenders for delivery and uploading FHA
compliant reports.



Activities of the Appraisal Foundation

The Appraisal Foundation is a not-for-profit corpora-
tion formed in 1987. It serves as the parent organization
for three boards: the Appraisal Standards Board (ASB)
which is responsible for promulgating and maintaining
the Uniform Standards of Professional Appraisal Practice
(USPAP); the Appraiser Qualifications Board (AQB)
which establishes minimum credential criteria for apprais-
ers performing work for federally related transactions
(AQB Ciriteria); and the Appraisal Practices Board (APB)
which develops voluntary guidance related to recognized
valuation methods and techniques. The Foundation Board
of Trustees continued its oversight of the Boards (AQB,
ASB and APB) during 2016.

The State Investigator Training Program was developed
as a joint effort of the Foundation and the Association of
Appraiser Regulatory Officials (AARO), in consultation
with the Appraisal Subcommittee (ASC), to train State
regulators on USPAP enforcement and investigative tech-
niques. The program covers three levels: Level 1 is a basic

course on USPAP and the regulatory system; Level 2 is a
more detailed review of USPAP and includes issues related
to case management; and, Level 3, initiated in 2014, is
more advanced training on conducting interviews, writing
reports and presenting findings. Program attendance

since it began in 2009 includes 54 of the 55 States and
jurisdictions, with 433 attendees completing Level 1, 299
completing Level 2 and 122 completing Level 3. The ASC
funds the attendance by State regulators at investigator
training courses through the State grant process.

In 2016, the Foundation worked with AARO and the
ASC on a short publication dedicated to highlighting the
groups’ combined accomplishments since the implemen-
tation of Title XI of the Financial Institutions Reform,
Recovery, and Enforcement Act (FIRREA). To view a
copy of the publication, titled, The Appraiser Regulatory
System in the United State, A Unique Partnership—25 Years
in the Making, go to hutps://appraisalfoundation.sharefile.
com/share?#/view/s80¢9837856b48118
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Financial Status of the ASC

In fiscal year 2016, the ASC’s revenue totaled approxi-
mately $3.6 million and expenses (including the
Foundation grant and State grants) totaled approxi-
mately $3.6 million. All ASC funds are derived from the
Appraiser Registry Fee that licensed and certified apprais-
ers pay on an annual basis to be listed on the Appraiser
Registry as eligible to perform appraisals for federally
related transactions. This annual Appraiser Registry fee is
$40 effective January 1, 2012.

Appendix A contains the ASC audited financial state-
ments for fiscal year 2016, ending September 30, 2016.

The ASC realized a net income of approximately $75,000.

The ASC had reserves of over $4.8 million. The external

auditors found no material weakness involving the ASC’s
internal control structure and operation, or any material
instances of noncompliance with selected provisions of
applicable laws and regulations tested.

The ASC continued to provide careful stewardship of the
funds entrusted to it as the following charts demonstrate.
The bar graph reflects expenditures versus budgeted
amounts for the most recent five-year period. This data
reflects the ASC’s continuing efforts to operate in an
efficient and effective manner as shown by the fact that
expenditures consistently were held below budgeted
amounts, notwithstanding the impact of sequestration.
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Budget Expenditures % Expended
2012 3,829,701 3,116,098 81.4%
2013 3,180,692 3,029,949 95.3%
2014 3,544,282 3,383,062 95.5%
2015 3,802,136 3,436,395 90.4%
2016 4,229,513 3,514,914 83.1%
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Appraisal Subcommittee Grant Awards
Awarded Expended % Expended
2012 $619,000 $543,560 87.8%
2013 $400,000 $380,332 95.1%
2014 $610,860 $610,860 100.0%
2015 $569,000 $488,116 85.8%
2016 $659,632 $659,632 100.0%
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Appendix A

Financial Statements

Appraisal Subcommittee Financial Statements

September 30, 2016
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- Certified Public Accountants

INDEPENDENT AUDITORS’ REPORT

To the Appraisal Subcommittee of the
Federal Financial Institutions Examination Council
Washington, DC 20005

Report on the Financial Statements

We have audited the accompanying financial statements of the Appraisal Subcommittee, which
comprise the statements of net position as of September 30, 2016 and 2015, the related
statements of operations and changes in net position and cash flows for the years then ended, and
the related notes to the financial statements, which collectively comprise the Appraisal
Subcommittee’s basic financial statements as listed in the table of contents.

Management’s Responsibility for the Financial Statements

Management is responsible for the preparation and fair presentation of these financial statements
in accordance with accounting principles generally accepted in the United States of America; this
includes the design, implementation, and maintenance of internal control relevant to the
preparation and fair presentation of financial statements that are free from material misstatement,
whether due to fraud or error.

Auditors' Responsibility

Our responsibility is to express an opinion on these financial statements based on our audits. We
conducted our audit in accordance with auditing standards generally accepted in the United
States of America and the standards applicable to financial audits contained in Government
Auditing Standards, issued by the Comptroller General of the United States. Those standards
require that we plan and perform the audit to obtain reasonable assurance about whether the
financial statements are free from material misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and
disclosures in the financial statements. The procedures selected depend on the auditors'
judgment, including the assessment of the risks of material misstatement of the financial
statements, whether due to fraud or error. In making those risk assessments, the auditor consider
internal control relevant to the entity’s preparation and fair presentation of the financial
statements in order to design audit procedures that are appropriate in the circumstances, but not
for the purpose of expressing an opinion on the effectiveness of the entity’s internal
control. Accordingly, we express no such opinion. An audit also includes evaluating the
appropriateness of accounting policies used and the reasonableness of significant accounting
estimates made by management, as well as evaluating the overall presentation of the financial

statements.
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We believe that the audit evidence we have obtained is sufficient and appropriate to provide a
basis for our audit opinion.

Opinion

In our opinion, the financial statements referred to above present fairly, in all material respects,
the net position of the Appraisal Subcommittee as of September 30, 2016 and 2015, and the
respective changes in net position and cash flows for the years then ended, in accordance with
accounting principles generally accepted in the United States of America.

Other Reporting Required by Government Auditing Standards

In accordance with Government Auditing Standards, we have also issued our report dated
January 26, 2017 on our consideration of the Appraisal Subcommittee's internal control over
financial reporting and on our tests of its compliance with certain provisions of laws, regulations,
contracts, and grant agreements and other matters. The purpose of that report is to describe the
scope of our testing of internal control over financial reporting and compliance and the results of
that testing, and not to provide an opinion on internal control over financial reporting or on
compliance. That report is an integral part of an audit performed in accordance with Government
Auditing Standards in considering the Appraisal Subcommittee's internal control over financial

reporting and compliance.

0 Cavmar W\DW,“{):C'

Certified Public Accountants
Braintree, Massachusetts

January 26, 2017



APPRAISAL SUBCOMMITTEE

Statements of Net Position

September 30,

Assets

Current Assets:
Fund balances with U.S. Treasury
Restricted fund balances with U.S. Treasury
Accounts receivable
Total Current Assets

Property and Equipment, net

Total Assets

Liabilities and Net Position

Current Liabilities:
Accounts payable
Grants payable
Accrued expenses
Unearned revenues
Total Current Liabilities
Non-Current Liabilities:
Unearned revenues
Restricted funds held for others
Total Non-Current Liabilities
Total Liabilities

Net Position

Total Liabilities and Net Position

The accompanying notes are an integral part of the financial statements.

A
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2016 2015
$ 5,361,153 $ 6,150,448
2,934,714 1,371,513
414,565 554,820
8.710.432 8,076,781
32.589 22,107
3 8.743.021 $ 8.098.888
$ 109,533 $ 66,046
240,039 184,560
316,658 319,611
1.494.624 _ 1,384,423
2.160.854 1,954,640
68,569 81,644
1.747.523 1,371,513
1,816,092 1,453,157
3.976.946 3,407,797
4.766.075 4,691,091
$ 8.743.021 $ 8.098.888



APPRAISAL SUBCOMMITTEE

Statements of Operations and Changes in Net Position

For the Years Ended September 30,

Registry Fees

Operating Expenses:
Personnel compensation and benefits
Contracted services
Rent, communications and utilities
Travel and transportation
Other
Printing and reproduction
Supplies and materials
Depreciation

Total Operating Expenses
Appraisal Foundation Grants:
ASB and AQB Grant
State Investigator Training Grant
Total Appraisal Foundation Grants
Changes in Net Position

Net Position, Beginning of Year

Net Position, End of Year

2016 2015
$  3.589.808 $ 3.576.000
2,058,470 1,947,680
415,294 393,592
278,124 276,512
165,571 177,465
39,617 22,219
18,801 24,125
16,208 14,763
10,997 11.039
3,003,082 2.867.395
256,808 250,000

255,024
— S11.832

74,984

4.691.091

$ 4766075

The accompanying notes are an integral part of the financial statements.

A

319,000

— 569,000

139,605

4.551.486

$ 4691001
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APPRAISAL SUBCOMMITTEE

Statements of Cash Flows

For the Years Ended September 30,

Cash Flows from Operating Activities:
Changes in net position
Adjustments to reconcile changes in net position to net
cash provided by (applied to) operating activities:
Depreciation
Changes in assets and liabilities:
Accounts receivable
Accounts payable
Grants payable
Unearned revenues
Accrued expenses

Total Adjustments
Net Cash Provided by (Applied to) Operating Activities

Cash Flow from Investing Activity:
Acquisition of property and equipment

Net Change in Fund Balances with U.S. Treasury
Fund Balances with U.S. Treasury, Beginning of Year

Fund Balances with U.S. Treasury, End of Year

The accompanying notes are an integral part of the financial statements.
=
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2016 2015
$ 74984 $  139.605
10,997 11,039
140,255 (21,906)
43,487 37,191
55,479 (8,470)
97,126 (204,077)
(2.953) 18.501
344391 (167.722)
419,375 (28.117)
(21.479) (14.252)
397,896 (42,369)
6,150,448 6.192.817
$ 6,548,344 150,44



APPRAISAL SUBCOMMITTEE

Notes to the Financial Statements

September 30, 2016 and 2015

Note 1 - Summary of Significant Accounting Policies

Organization
The Appraisal Subcommittee of the Federal Financial Institutions Examination

Council (the “Appraisal Subcommittee” or “ASC”) was created by Title XI of the
Financial Institutions Reform, Recovery, and Enforcement Act (“FIRREA™) of 1989.
The mission of the Appraisal Subcommittee is to monitor the certification and
licensing programs of the States to determine compliance with Title XI of FIRREA.
The purpose of this title is to ensure that the Federal financial and public policy
interests in real estate related transactions will be protected by requiring that real
estate appraisals utilized in connection with Federally related transactions are
performed in writing, in accordance with uniform standards, by individuals whose
competency has been demonstrated and whose professional conduct will be subject to
effective supervision. In accordance with Title XI of FIRREA, an appraiser must be
registered to perform appraisals connected to federal transactions. Effective January
1, 2012, ASC raised the annual fee assessed to the states from $25 per registered
appraiser to $40.

The Federal financial institutions regulatory agencies include the Board of Governors
of the Federal Reserve System, the Federal Deposit Insurance Corporation, the
Consumer Financial Protection Bureau (“CFPB™), the Office of the Comptroller of
the Currency, and the National Credit Union Administration. The member agencies
of the Appraisal Subcommittee include the Federal financial institutions regulatory
agencies, the Department of Housing and Urban Development, and the Federal
Housing Finance Agency (“FHFA”). The CFPB and FHFA were added as members
to the ASC as a result of the Dodd-Frank Wall Street Reform and Consumer
Protection Act of 2010 (“Dodd-Frank Act”).

Method of Accounting

The accompanying financial statements have been prepared using the accrual basis of
accounting in accordance with accounting principles generally accepted in the United
States of America, as prescribed by the Federal Accounting Standards Advisory
Board (“FASAB”) Statements of Federal Financial Accounting Standards and
Interpretations (SFFAS 34), as well as certain AICPA pronouncements specifically
made applicable to federal government entities by FASAB Statements or

Interpretations.
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APPRAISAL SUBCOMMITTEE

Notes to the Financial Statements - Continued

September 30, 2016 and 2015

Note 1 - Summary of Significant Accounting Policies - Continued

Use of Estimates

The preparation of financial statements in conformity with accounting principles
generally accepted in the United States of America requires management to make
estimates and assumptions that affect the reported amounts of assets and liabilities
and disclosure of contingent assets and liabilities at the date of the financial
statements and the reported amounts of revenue and expenses during the reporting
period. Actual results could differ from those estimates.

Fund Balances with U.S. Treasury

Fund balances with the U.S. Treasury are amounts remaining as of fiscal year-end
from which the Appraisal Subcommittee is authorized to make expenditures and pay
liabilities resulting from operational activities, except as restricted by law. For
financial statement purposes, the Appraisal Subcommittee considers all fund balances
with an original maturity of three months or less to be cash equivalents.

Restricted Fund Balances with U.S. Treasury

Restricted fund balances with the U.S. Treasury are amounts restricted by law that the
Appraisal Subcommittee received in conjunction with the $15 dollar fee increase, as
permitted by the Dodd-Frank Act. As part of the fee increase that was effective
January 1, 2012, Congress specifically required the ASC to set aside 25% of the
increase without specifications as to how it could be used. Accordingly, these funds
have been classified as a liability on the statement of net position.

Accounts Receivable

Accounts receivable consist of amounts due to the Appraisal Subcommittee for
registry fees. As of September 30, 2016, management is of the opinion that an
allowance for doubtful accounts is not necessary.

Property and Equipment

Property and equipment is stated at cost. Depreciation is computed using the straight-
line method over estimated useful lives ranging from three to ten years. The
capitalization threshold is $5,000 for assets with a useful life of three or more years.
For bulk purchases, items will be capitalized when the individual useful lives are at

least three years and have an aggregate value of $15,000 or more.
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APPRAISAL SUBCOMMITTEE

Notes to the Financial Statements - Continued

September 30, 2016 and 2015

Note 1 - Summary of Significant Accounting Policies - Continued

Unearned Revenues
Registry fees received in advance are deferred and recognized as earned during the
applicable fee year.

Tax Status
The Appraisal Subcommittee is a Federal governmental agency and is therefore
generally exempt from income taxes under Section 115 of the Internal Revenue Code.

Note 2 - Property and Equipment

Property and equipment at September 30, consist of the following:

2016 2015
Computer Equipment $ 453,889 $ 432,410
Furniture 31,803 31.803

485,692 464,213
Less: accumulated depreciation 453,103 442.106
Net Property and Equipment S 32.589 § 22107

Note 3 - Retirement and Benefit Plans

The Appraisal Subcommittee contributes to the Civil Service Retirement System and
the Federal Employees’ Retirement System administered by the Office of Personnel
Management for the benefit of U.S. Government employees. The retirement plans
are participatory. Under the Civil Service Retirement System, the employer and
employee each contribute amounts ranging from 7-8% percent of salary to the plan.
Under the Federal Employees’ Retirement System, 13 percent of salary is contributed
by the Appraisal Subcommittee and 1 percent of salary is contributed by the

employee.

The Appraisal Subcommittee contributes up to 5 percent of base pay for participants
in the Thrift Savings Plan under the Federal Employees Retirement System.
Contributions by the Appraisal Subcommittee during fiscal years 2016 and 2015 for
the Civil Service Retirement System and the Federal Employees’ Retirement System
plans aggregated approximately $256,000 and $237,000, respectively.
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APPRAISAL SUBCOMMITTEE

Notes to the Financial Statements - Continued

September 30, 2016 and 2015

Note 3 - Retirement and Benefit Plans - Continued

Although the Appraisal Subcommittee contributes a portion of pension benefits for its
employees participating in the retirement plans and withholds the necessary payroll
deductions from them, it has no liability for future payments to employees under
those programs and is not accountable for the assets of the Civil Service and Federal
Employees’ Retirement Systems, nor does the Appraisal Subcommittee have actuarial
data concerning the accumulated plan benefits or the unfunded pension liability
relating to its employees. These amounts are reported by the Office of Personnel
Management for the retirement systems and are not allocated to the individual
employers. The Office of Personnel Management also accounts for all health and life
insurance programs for retired Federal employees.

Note 4 - Appraisal Foundation Grant

Title XI of FIRREA provides that amounts appropriated for, or collected by, the
Appraisal Subcommittee be used to make grants to The Appraisal Foundation (the
"Foundation”) to help defray costs of the Foundation relating to the activities of its
Appraisal Standards Board (“ASB”), Appraiser Qualification Board (*AQB”), and
State Investigator Training Grants. Since inception of the Appraisal Subcommittee on
August 9, 1989, it has made grants to the Foundation under which approximately
$19.270,000 was expended through September 30, 2016. As of September 30, 2016
and 2015, the Appraisal Subcommittee has $240,039 and 184,560 in undistributed
grant funding available to the Foundation for the grant years ending September 30,
2016 and 2015, which is recorded in grants payable.

Note 5- Interagency Transactions

The Appraisal Subcommittee has a Memorandum of Understanding with the U.S.
General Services Administration (“GSA”) to share the costs of office space, including
operating costs and real estate taxes, expiring September 2018. Payments are due
monthly, as billed by GSA. Base rent expense totaled $232,547 and $230,453 for the
years ended September 30, 2016 and 2015, respectively. Although the ultimate
responsibility of the lease is that of the GSA, the Memorandum of Understanding is a
lease agreement in substance rather than form.
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APPRAISAL SUBCOMMITTEE

Notes to the Financial Statements - Continued

September 30, 2016 and 2015

Note 5- Interagency Transactions - Continued

Minimum future payments under the agreement subsequent to September 30, 2016
are as follows:

Years Ending

September 30, Amount
2017 $ 225449
2018 225,449

Total $ 450,898

In conducting its administrative operations, the Appraisal Subcommittee uses the
services of various other Federal Agencies. The largest of the administrative service
arrangements is with the U.S. General Services Administration for certain accounting
and reporting functions, and processing of payroll and related benefits. Operating
expenses of the Appraisal Subcommittee for fiscal years ended 2016 and 2015
include approximately $76,000 and $44,000, respectively, for these services. These
costs are included in contracted services on the statements of operations.

Note 6 - Management’s Acceptance of Financial Statements

Subsequent Events

Management has evaluated subsequent events through January 26, 2017, the date for
which the financial statements were available for issuance. Management has
accepted the financial statements and did not identify any events subsequent to
September 30, 2016 requiring disclosure in the financial statements.
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INDEPENDENT AUDITORS’ REPORT ON INTERNAL
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INDEPENDENT AUDITORS’ REPORT ON INTERNAL CONTROL
OVER FINANCIAL REPORTING AND ON COMPLIANCE AND
OTHER MATTERS BASED ON AN AUDIT OF FINANCIAL
STATEMENTS PERFORMED IN ACCORDANCE WITH
GOVERNMENT AUDITING STANDARDS

To the Appraisal Subcommittee of the
Federal Financial Institutions Examination Council
Washington, DC 20005

We have audited, in accordance with auditing standards generally accepted in the United States
of America and the standards applicable to financial audits contained in Government Auditing
Standards 1ssued by the Comptroller General of the United States, the financial statements of the
Appraisal Subcommittee, which comprise the statements of net position as of September 30,
2016 and 2015, the related statements of operations and changes in net position and cash flows
for the years then ended, and the related notes to the financial statements, which collectively
comprise the Appraisal Subcommittee's basic financial statements and have issued our report
thereon dated January 26, 2017.

Internal Control Over Financial Reporting

In planning and performing our audit of the financial statements, we considered the Appraisal
Subcommittee's internal control over financial reporting to determine the audit procedures that
are appropriate in the circumstances for the purpose of expressing our opinion on the financial
statements, but not for the purpose of expressing an opinion on the effectiveness of the Appraisal
Subcommittee's internal control. Accordingly, we do not express an opinion on the effectiveness
of the Appraisal Subcommittee's internal control.

A deficiency in internal control exists when the design or operation of a control does not allow
management or employees, in the normal course of performing their assigned functions, to
prevent, or detect and correct, misstatements on a timely basis. A material weakness is a
deficiency, or combination of deficiencies, in internal control, such that there is a reasonable
possibility that a material misstatement of the entity's financial statements will not be prevented,
or detected and corrected on a timely basis. A significant deficiency is a deficiency, or a
combination of deficiencies, in internal control that is less severe than a material weakness, yet
important enough to merit attention by those charged with governance.

25 Braintree Hill Office Park o Suite 102 o Braintree, MA 02184 » P:617.471.1120 » F:617.472.7560
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Our consideration of internal control was for the limited purpose described in the first paragraph
of this section and was not designed to identify all deficiencies in internal control that might be
material weaknesses or significant deficiencies. Given these limitations, during our audit we did
not identify any deficiencies in internal control that we consider to be material weaknesses.
However, material weaknesses may exist that have not been identified.

Compliance and Other Matters

As part of obtaining reasonable assurance about whether the Appraisal Subcommittee’s financial
statements are free from material misstatement, we performed tests of its compliance with certain
provisions of laws, regulations, contracts, and grant agreements, noncompliance with which
could have a direct and material effect on the determination of financial statement amounts.
However, providing an opinion on compliance with those provisions was not an objective of our
audit and, accordingly, we do not express such an opinion. The results of our tests disclosed no
instances of noncompliance or other matters that are required to be reported under Government

Auditing Standards.

Purpose of this Report
The purpose of this report is solely to describe the scope of our testing of internal control and

compliance and the results of that testing, and not to provide an opinion on the effectiveness of
the Appraisal Subcommittee's internal control or on compliance. This report is an integral part
of an audit performed in accordance with Government Auditing Standards in considering the
Appraisal Subcommittee's internal control and compliance. Accordingly, this communication is
not suitable for any other purpose.

O}QW and. ‘Dxuaw;/f?c-

Certified Public Accountants
Braintree, Massachusetts

January 26, 2017

52 Appraisal Subcommittee Annual Report 2016



Appendix B

2016 Compliance Review Findings

2015—2016 Compliance Review Findings

Areas of Non-Compliance

Requirement/Guidance Areas

2016
25 States Reviewed

2015
30 States Reviewed

Statutes, Regulations,

Policies and Procedures: 6 12
Temporary Practice: 0 1
National Registry: 3 0
Application Process: 4 10
Reciprocity: 0 0
Education: 0 0
Enforcement: 3 3

State Compliance Status

2016 2015
25 States Reviewed 30 States Reviewed
Excellent 12 6
Good 8 16
Needs Improvement 5 8
Not Satisfactory 0 0
Poor 0 0

The table above documents the 2015 and 2016 Compliance Review Findings by requirement and areas of guidance.
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State Compliance Review Finding Descriptions
The charts below provide an explanation of ASC Findings and rating criteria.

ASC Finding

Rating Criteria

Review

Cycle**

Excellent

* State meets all Title XI mandates and complies with requirements of ASC
Policy Statements

* State maintains a strong regulatory Program

* Very low risk of Program failure

2-year

Good

* State meets the majority of Title XI mandates and complies with the
majority of ASC Policy Statement requirements

Deficiencies are minor in nature

State is adequately addressing deficiencies identified and correcting them in
the normal course of business

State maintains an effective regulatory Program

Low risk of Program failure

2-year

Needs Improvement

State does not meet all Title XI mandates and does not comply with all
requirements of ASC Policy Statements

Deficiencies are material but manageable and if not corrected in a timely
manner pose a potential risk to the Program

State may have a history of repeated deficiencies but is showing progress
toward correcting deficiencies

State regulatory Program needs improvement

Moderate risk of Program failure

2-year with
additional
monitoring

Not Satisfactory

State does not meet all Title XI mandates and does not comply with all
requirements of ASC Policy Statements

Deficiencies present a significant risk and if not corrected in a timely
manner pose a well-defined risk to the Program

State may have a history of repeated deficiencies and requires more
supervision to ensure corrective actions are progressing

State regulatory Program has substantial deficiencies

Substantial risk of Program failure

1-year

Poor*

State does not meet Title XI mandates and does not comply with
requirements of ASC Policy Statements

Deficiencies are significant and severe, require immediate attention and if
not corrected represent critical flaws in the Program

* State may have a history of repeated deficiencies and may show a lack of
willingness or ability to correct deficiencies

* High risk of Program failure

Continuous
monitoring

*An ASC Finding of “Poor” may result in significant consequences to the State. See Policy Statement 5, Reciprocity; see also Policy Statement 8,

Interim Sanctions.

**Program history or nature of deficiency may warrant a more accelerated Review Cycle.
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2016 Compliance Review Summary

State Date of Review ASC Finding Review Cycle
Alabama January Good Two-Year
Louisiana February Good Two-Year
Texas February Excellent Two-Year
Arkansas March Good Two-Year
Georgia March Excellent Two-Year
Maryland April Good Two-Year
Nevada May Excellent Two-Year
Pennsylvania May Needs Improvement Two-Year with Follow-up
Massachusetts May Needs Improvement Two-Year
Washington May Excellent Two-Year
Arizona June Excellent Two-Year
Connecticut June Good Two-Year
Missouri June Excellent Two-Year
North Dakota June Excellent Two-Year
Oregon July Excellent Two-Year
South Dakota August Excellent Two-Year
Vermont August Needs Improvement Two-Year
Colorado September Excellent Two-Year
Michigan September Good Two-Year
New Jersey September Needs Improvement Two-Year
Minnesota September Good Two-Year
California October Excellent Two-Year
North Carolina November Excellent Two-Year
Virgin Islands November Needs Improvement Two-Year with Follow-up
West Virginia December Good Two-Year
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Appendix C

National Appraiser Credential Statistics

Note: These statistics reflect the number of appraiser credentials, not the number of appraisers, listed on the National Registry. It
is not uncommon for the same appraiser to hold multiple State credentials.

Appraiser Registry Credentials—Year-End 2007-2016

Year-End Certified General Certified Residential Licensed Transitional Total Credentials
2007 36,881 54,177 30,286 63 121,407
2008 37,851 56,704 25,931 65 120,551
2009 38,061 57,253 21,434 43 116,791
2010 37,807 55,522 16,674 23 110,026
2011 38,016 54,201 13,900 13 106,130
2012 37,834 52,504 11,875 12 102,225
2013 38,332 51,893 10,648 0 100,873
2014 38,777 51,240 9,507 0 99,524
2015 39,257 50,427 8,622 0 98,351
2016 39,269 49,654 7,933 0 96,856

Note: Transitional licensing enabled persons to become licensed when they passed the appropriate examination but
lacked either the educational or the experience requirements adopted by the State. Effective July 1, 2013, transitional
credentials were no longer eligible for listing on the Appraiser Registry.
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National Registry Credentials

Yearly Appraiser Credential Trends
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Appendix D

1ools for Monitoring State Compliance with Title XI

Monitoring Tool

Description

Frequency

Routine Compliance Reviews

Full on-site Reviews of State appraiser regulatory
Programs.

Every 2 years or annually if
ASC determines a State needs
closer monitoring.

Follow-up Compliance Reviews

On-site Reviews focused on areas of
noncompliance identified during routine
Compliance Reviews.

6 to 12 months after previous
Compliance Review.

regarding emerging compliance issues and progress
in addressing previously identified issues.

Priority Contact Visits On-site visits, usually to States with large As needed.
populations of appraisers, to discuss potentially
problematic emerging issues and maintain a close
working relationship with the State agency.

Off-site Monitoring Telephone or e-mail contacts with State agencies Continuous.
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Appendix E

Appraiser Disciplinary Actions Reported by States'

January 1, 2007 through December 31, 2016

Warning,
. - Corrective
S;z:zi?;rl;s ::3::::;: 3:::: Limited Mo;::“v R:J::::r:::l d Other | Probation | Revocation | Suspension ;’3:::;32: Actit_)n,_an_d/ Total

or Disciplinary

Action
Alabama 18 0 0 67 22 22 8 4 19 12 1 175
Alaska 6 0 0 8 1 4 6 0 0 4 5 33
Arizona 30 0 1 0 1| 158 68 22 21 29 0 360
Arkansas 41 0 1 4 0 41 116 4 9 7 15 260
California 372 0 8 597 2 28 142 75 70 95 9 1289
Colorado 114 3 0 139 3 9 6 31 53 117 4 525
Connecticut 28 0 0 177 0 1 1 6 7 11 1 228
Delaware 11 0 0 16 29 1 12 6 15 0 0 85
District Of 5 0 0 26 5 0 6 2 6 0 0 50
Columbia
Florida 138 0 0 362 3 15 460 308 149 33 1 1608
Georgia 0 0 0 0 0] 410 0 214 100 5 0 772
Hawaii 5 0 0 15 0 0 1 3 0 0 0 24
Idaho 97 0 0 139 0 58 48 5 15 9 2 378
lllinois 10 0 0 103 17 17 22 75 105 6 137 511
Indiana 12 0 0 10 56 | 277 159 65 82 5 3 862
lowa 55 0 0 18 13 4 37 5 9 22 11 195
Kansas 72 0 0 28 0 0 36 13 2 8 8 206
Kentucky 75 2 0 106 1 21 1 4 36 13 3 281
Louisiana 8 0 0 23 13 0 0 1 5 0 1 58
Maine 46 0 0 65 52 4 11 22 16 3 21 278
Maryland 71 0 0 118 16 2 0 11 35 11 0 258
Massachusetts 11 0 0 336 364 1 173 32 16 62 8| 1001
Michigan 140 0 0 311 1 2 2 87 22 6 0 586
Minnesota 9 0 0 172 10 8 0 71 22 0 81 512
Mississippi 61 0 0 0 1 3 25 5 3 2 0 101
Missouri 0 0 0 0 2 36 186 65 82 19 0 425
Montana 31 0 0 33 4 4 22 11 18 4 0 137
Nebraska 45 3 1 11 0 10 0 1 8 3 3 96
Nevada 108 1 0 49 0 5 9 22 12 34 2 259
New Hampshire 43 0 0 49 18 3 0 4 4 2 0 128
New Jersey 68 0 0 230 71 0 19 12 68 24 0 486
New Mexico 55 0 0 19 5 0 2 14 6 2 19 127
New York 124 0 0 308 4 5 0 113 106 0 63 696
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Warning,

. - Corrective
S;z:zi?;rl;s ::3::::;: 3:::: Limited Mo;::“v R:J::::r:::l d Other | Probation | Revocation | Suspension ;’3:::;32: Actit_)n,_an_d/ Total
or Disciplinary
Action
North Carolina 112 1 3 3 40 0 9 119 40 360
North Dakota 5 0 0 6 2 1 4 1 5 2 0 29
Ohio 213 0 0 201 20 2 0 20 145 22 13 680
Oklahoma 50 4 2 266 3 9 36 32 270 20 25 706
Oregon 76 0 0 176 18 26 0 5 21 15 14 369
Pennsylvania 102 0 0 157 8 2 30 7 33 25 0 397
Puerto Rico 2 0 0 11 0 8 0 0 3 0 2 26
Rhode Island 14 0 0 23 4 2 3 2 50
South Carolina 76 0 0 91 88 0 36 9 7 19 0 324
South Dakota 40 0 1 46 33 2 0 2 7 4 1 153
Tennessee 165 5 0 178 8 0 22 16 52 19 19 471
Texas 391 0 0 192 20 | 129 153 77 73 79 8| 1098
Utah 30 3 0 81 0 1 2 18 6 11 0 148
Vermont 3 0 0 3 1 1 0 1 5 3 11 28
Virginia 32 0 0 45 0 2 10 22 92 100 283
Washington 52 0 0 103 2 1 96 29 35 2 0 292
West Virginia 20 0 0 32 14 7 6 5 13 1 2 101
Wisconsin 187 0 74 82 159 5 1 15 102 47 0 725
Wyoming 10 0 0 10 0 2 6 1 0 3 0 33
Total 3,489 22 91 5,245 1,134 | 1,349 1,980 1,585 2,111 860 595 | 18,461

14 Public disciplinary actions on the Appraiser Registry are those State actions currently in effect that affect an appraiser’s ability to appraise: revocations,
suspensions or voluntary surrenders in lieu of discipline. No disciplinary actions have been reported by Guam, Mariana Islands or Virgin Islands.
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Appendix F
Appraisal Complaint National Hotline

Review Period: January—December 2016

In-Bound Source | Year End Totals | Referral Type Description Year End Totals
Call Center Calls 498 Appraiser 131
Call Center Referrals |29 AMC 67
Email Referral 2 Bank, savings and loan, thrift, credit | 7

union, or other financial institution
Website Hits/Visits 4,296 Mortgage broker, lender, or loan 11
originator
Federal Agency 114 Settlement services provider 1
Referrals C .
omplainant
State Agency Referrals | 435 Other Totals 218
Member Agency Referrals Consumer* 200
Agency Year End Totals Real Estate Agent 17
FRB 1 Attorney 1
OCC 8 Insurance Agent -
FDIC 7 Federal Entity -
NCUA 10 Blank/Undefined -
CFPB 85 ) USPAP 284
Complaint -
FTC 3 Appraisal Independence 151
FHFA - Appraiser 321
AMC 38
Bank, savings and loan, thrift, credit | 44
Complaint union, or other financial institution
Against Mortgage broker, lender, or loan 13
originator
Settlement services provider 1
Other 18
1-4 Unit Residential 403
Property Type | Commercial 19
No Property 13
FHA 66
Federal Loan VA 13
Type USDA 3
None _

*“Consumer” consists of the following self-identified categories: Property Owner, Homeowner, Buyer, Borrower, Seller and Loan Applicant.
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Appendix G
Agency Complaint Data

Agency Complaint Data: January—December 2016

Complainant FDIC FRB | NCUA® | OCC CFPB TOTALS
Appraiser 6 0 0 26 14 46
Appraisal Management Company 0 0 0 1 01
Business Property Owner 2 0 0 0 5
Financial Institution Lender 0 0 0 0 0
Individual Property Owner 19 3 8 60 3 95
Mortgage Broker 0 0 0 0 0

Non-Financial Institution Lender 0 0 0 0 3

Other 6 1 0 2 7 17
Complaint Against FDIC FRB | NCUA!* | OCC CFPB TOTALS
Appraiser 20 3 6 14 2 45
Appraisal Management Company 7 0 0 0 6 13

Lender 1 7 77 14 105

Other 0 0 0 5 12
Complaint Type FDIC FRB | NCUAY | OCC CFPB TOTALS
Non-compliance with USPAP 10 4 0 3 18
Appraiser Independence 7 2 0 2 16 27

Other 41 0 8 88 7 144

15 One property was a mixed use property including residential and commercial.

16 Total of 8 complaints 5 were against both the lender and appraiser; 2 were against the lender and one
was against the appraiser.

17 Except for 1 refusal to perform the appraisal, 1 claim of deceptive practices by the lender, and 1 claim
of a fee related nature the remaining 5 were related to perceived undervalued appraisal conclusion.
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Statutory References

Unofficial ASC staff version of Title XI of FIRREA
Real Estate Appraisal Reform [12 U.S.C. §$ 3331-3355]

as amended by the Dodd-Frank Act

Full text of the Dodd-Frank Act at http://www.gpo.gov/fdsys/pkg/PLAW-111publ203/pdf/PLAW-111publ203.pdf

§ 1101. Purpose [12 U.S.C. § 3331]
The purpose of this title is to provide that Federal finan-
cial and public policy interests in real estate related
transactions will be protected by requiring that real estate
appraisals utilized in connection with federally related
transactions are performed in writing, in accordance with
uniform standards, by individuals whose competency has
been demonstrated and whose professional conduct will
be subject to effective supervision.

§ 1102. Establishment of Appraisal
Subcommittee of the Federal Financial
Institutions Fxamination Council

[12 US.C. § 3310]

The Federal Financial Institutions Examination Council
Act of 1978 (12 U.S.C. 3301 et seq.) is amended by
adding at the end thereof the following new section:

§ 1011. Establishment of Appraisal
Subcommittee

There shall be within the Council a subcommittee to
be known as the Appraisal Subcommittee, which shall
consist of the designees of the heads of the Federal
financial institutions regulatory agencies, the Bureau
of Consumer Financial Protection, and the Federal
Housing Finance Agency. Each such designee shall be a
person who has demonstrated knowledge and compe-
tence concerning the appraisal profession. At all times
at least one member of the Appraisal Subcommittee
shall have demonstrated knowledge and competence
through licensure, certification, or professional designa-
tion within the appraisal profession.

§ 1103. Functions of Appraisal Subcommittee
[12 U.S.C. § 3332]

(a) In general. The Appraisal Subcommittee shall—
(1) monitor the requirements established by States—

(A) for the certification and licensing of individuals
who are qualified to perform appraisals in connec-
tion with federally related transactions, including a
code of professional responsibility; and

(B) for the registration and supervision of the opera-
tions and activities of an appraisal management
company;

(2) monitor the requirements established by the Fed-
eral financial institutions regulatory agencies [and the
Resolution Trust Corporation] with respect to—

(A) appraisal standards for federally related transac-
tions under their jurisdiction, and

(B) determinations as to which federally related
transactions under their jurisdiction require the
services of a State certified appraiser and which
require the services of a State licensed appraiser;

(3) maintain a national registry of State certified and
licensed appraisers who are eligible to perform
appraisals in federally related transactions;

(4) [Omitted] terminated effective May 15, 2000, pur-
suant to § 3003 of Act Dec. 21, 1995, PL. 104-66,
which appears as 31 U.S.C.A. § 1113 note (see also
page 170 of House Document No. 103-7);

(5) transmit an annual report to the Congress not later
than June 15 of each year that describes the man-
ner in which each function assigned to the Appraisal
Subcommittee has been carried out during the pre-
ceding year. The report shall also detail the activities
of the Appraisal Subcommittee, including the results
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of all audits of State appraiser regulatory agencies,
and provide an accounting of disapproved actions
and warnings taken in the previous year, including a
description of the conditions causing the disapproval
and actions taken to achieve compliance; and

(6) maintain a national registry of appraisal manage-
ment companies that either are registered with and
subject to supervision of a State appraiser certifying
and licensing agency or are operating subsidiaries of a
Federally regulated financial institution.

(b) Moniroring and reviewing foundation. The Appraisal
Subcommittee shall monitor and review the practices,
procedures, activities, and organizational structure of the
Appraisal Foundation.

§ 1104. Chairperson of Appraisal
Subcommittee; term of Chairperson; meetings

[12 U.S.C. § 3333]

(a) Chairperson. The Council shall select the Chairperson
of the subcommittee. The term of the Chairperson shall
be 2 years.

(b) Meetings; quorum; voting. The Appraisal Subcommittee
shall meet in public session after notice in the Federal
Register, but may close certain portions of these meetings
related to personnel and review of preliminary State audit
reports at the call of the Chairperson or a majority of

its members when there is business to be conducted. A
majority of members of the Appraisal Subcommittee shall
constitute a quorum but 2 or more members may hold
hearings. Decisions of the Appraisal Subcommittee shall
be made by the vote of a majority of its members. The
subject matter discussed in any closed or executive session
shall be described in the Federal Register notice of the
meeting.

§ 1105. Officers and staff [12 U.S.C. § 3334]
The Chairperson of the Appraisal Subcommittee shall
appoint such officers and staff as may be necessary to carry
out the functions of this title consistent with the appoint-
ment and compensation practices of the Council.
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§ 1106. Powers of Appraisal Subcommittee
[12 U.S.C. § 3335]

The Appraisal Subcommittee may, for the purpose of
carrying out this title, establish advisory committees, hold
hearings, prescribe regulations in accordance with chapter
5 of title 5, United States Code (commonly referred to

as the Administrative Procedures Act) after notice and
opportunity for comment, sit and act at times and places,
take testimony, receive evidence, provide information,
and perform research, as the Appraisal Subcommittee
considers appropriate. Any regulations prescribed by the
Appraisal Subcommittee shall (unless otherwise provided
in this title) be limited to the following functions: tempo-
rary practice, national registry, information sharing, and
enforcement. For purposes of prescribing regulations,

the Appraisal Subcommittee shall establish an advisory
committee of industry participants, including apprais-
ers, lenders, consumer advocates, real estate agents, and
government agencies, and hold meetings as necessary to
support the development of regulations.

§ 1107. Procedures for establishing appraisal
standards and requiring the use of certified and
licensed appraisers [12 U.S.C. § 3336]

Appraisal standards and requirements for using State
certified and licensed appraisers in federally related trans-
actions pursuant to this title shall be prescribed in accor-
dance with procedures set forth in section 553 of title 5,
United States Code, including the publication of notice
and receipt of written comments or the holding of public
hearings with respect to any standards or requirements
proposed to be established.

§ 1108. Startup funding  [12 U.S.C. § 3337]
(a) In general. For purposes of this title, the Secretary of
the Treasury shall pay to the Appraisal Subcommittee

a one-time payment of $5,000,000 on the date of the
enactment of this Act [enacted Aug. 9, 1989]. Thereafter,
expenses of the subcommittee shall be funded through

the collection of registry fees from certain certified and
licensed appraisers pursuant to section 1109 [12 U.S.C.A.
§ 3338] oy, if required, pursuant to section 1122(b) of this
title [12 US.CA. § 3351(b)].



(b) Additional funds. Except as provided in section
1122(c) of this title [12 U.S.C.A. § 3351(b)], funds in
addition to the funds provided under subsection (a) may
be made available to the Appraisal Subcommittee only if
authorized and appropriated by law.

(c) Repayment of Treasury loan. Not later than September
30, 1998, the Appraisal Subcommittee shall repay to

the Secretary of the Treasury the unpaid portion of the
$5,000,000 paid to the Appraisal Subcommittee pursuant
to this section.

§ 1109. Roster of State certified or licensed
appraisers; authority to collect and transmit fees

[12 US.C. § 3338]

(a) In general. Each State with an appraiser certifying and
licensing agency whose certifications and licenses comply
with this title, shall—

(1) transmit to the Appraisal Subcommittee, no less
than annually, a roster listing individuals who have
received a State certification or license in accordance
with this title;

(2) transmit reports on the issuance and renewal of
licenses and certifications, sanctions, disciplinary
actions, license and certification revocations, and
license and certification suspensions on a timely basis
to the national registry of the Appraisal Subcommit-
tee;

(3) transmit reports on a timely basis of supervisory
activities involving appraisal management compa-
nies or other third-party providers of appraisals and
appraisal management services, including investiga-
tions initiated and disciplinary actions taken; and

(4) collect—

(A) from such individuals who perform or seek to
perform appraisals in federally related transactions,
an annual registry fee of not more than $40, such
fees to be transmitted by the State agencies to the
Council on an annual basis; and

(B) from an appraisal management company that
cither has registered with a State appraiser cer-
tifying and licensing agency in accordance with
this title or operates as a subsidiary of a federally
regulated financial institution, an annual registry
fee of—

(i) in the case of such a company that has been in
existence for more than a year, $25 multiplied by
the number of appraisers working for or contract-

ing with such company in such State during the
previous year, but where such $25 amount may be
adjusted, up to a maximum of $50, at the discre-
tion of the Appraisal Subcommittee, if necessary to
carry out the Subcommittee’s functions under this
title; and

(ii) in the case of such a company that has not
been in existence for more than a year, $25 multi-
plied by an appropriate number to be determined
by the Appraisal Subcommittee, and where such
number will be used for determining the fee of

all such companies that were not in existence for
more than a year, but where such $25 amount
may be adjusted, up to a maximum of $50, at the
discretion of the Appraisal Subcommittee, if nec-
essary to carry out the Subcommittee’s functions
under this title.

Subject to the approval of the Council, the Appraisal
Subcommittee may adjust the dollar amount of registry
fees under paragraph (4)(A), up to a maximum of $80 per
annum, as necessary to carry out its functions under this
title. The Appraisal Subcommittee shall consider at least
once every 5 years whether to adjust the dollar amount of
the registry fees to account for inflation. In implementing
any change in registry fees, the Appraisal Subcommittee
shall provide flexibility to the States for multi-year certi-
fications and licenses already in place, as well as a transi-
tion period to implement the changes in registry fees.

In establishing the amount of the annual registry fee

for an appraisal management company, the Appraisal
Subcommittee shall have the discretion to impose a
minimum annual registry fee for an appraisal manage-
ment company to protect against the under reporting of
the number of appraisers working for or contracted by the
appraisal management company.

(b) Use of amounts appropriated or collected. Amounts
appropriated for or collected by the Appraisal
Subcommittee under this section shall be used—

(1) to maintain a registry of individuals who are quali-
fied and eligible to perform appraisals in connection
with federally related transactions;

(2) to support its activities under this tite;

(3) to reimburse the general fund of the Treasury
for amounts appropriated to and expended by the
Appraisal Subcommittee during the 24-month start-
up period following the date of the enactment of this
title [enacted Aug. 9, 1989];
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(4) to make grants in such amounts as it deems appro-
priate to the Appraisal Foundation, to help defray
those costs of the foundation relating to the activities
of its Appraisal Standards and Appraiser Qualifica-
tion Boards;

(5) to make grants to State appraiser certifying and
licensing agencies, in accordance with policies to be
developed by the Appraisal Subcommittee, to sup-
port the efforts of such agencies to comply with this
title, including—

(A) the complaint process, complaint investigations,
and appraiser enforcement activities of such agen-
cies; and

(B) the submission of data on State licensed and
certified appraisers and appraisal management
companies to the National appraisal registry,
including information affirming that the appraiser
or appraisal management company meets the
required qualification criteria and formal and
informal disciplinary actions; and

(6) to report to all State appraiser certifying and licens-
ing agencies when a license or certification is surren-
dered, revoked, or suspended.

§ 1110. Functions of Federal financial
institutions regulatory agencies relating to

appraisal standards [12 U.S.C. § 3339]

Each Federal financial institutions regulatory agency and
the Resolution Trust Corporation shall prescribe appropri-
ate standards for the performance of real estate appraisals
in connection with federally related transactions under the
jurisdiction of each such agency or instrumentality. These
rules shall require, at a minimum—

(1) that real estate appraisals be performed in accor-
dance with generally accepted appraisal standards as
evidenced by the appraisal standards promulgated
by the Appraisal Standards Board of the Appraisal
Foundation;

(2) that such appraisals shall be written appraisals. Each
such agency or instrumentality may require compli-
ance with additional standards if it makes a determi-
nation in writing that such additional standards are
required in order to properly carry out its statutory
responsibilities; and

(3) that such appraisals shall be subject to appropriate
review for compliance with the Uniform Standards of
Professional Appraisal Practice.
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§ 1111. Time for proposal and adoption of
standards [12 U.S.C. § 3340]

Appraisal standards established under this title shall be
proposed not later than 6 months and shall be adopted in
final form and become effective not later than 12 months
after the date of the enactment of this Act [enacted Aug.
9, 1989].

§ 1112. Functions of Federal financial
institutions regulatory agencies relating to

appraiser qualifications [12 U.S.C. § 3341]

(a) In general. Each Federal financial institutions regula-
tory agency and the Resolution Trust Corporation shall
prescribe, in accordance with sections 1113 and 1114 of
this title [12 U.S.C.A. §S 3342, 3343], which categories
of federally related transactions should be appraised by

a State certified appraiser and which by a State licensed
appraiser under this title.

(b) Threshold level. Each Federal financial institutions
regulatory agency and the Resolution Trust Corporation
may establish a threshold level at or below which a certi-
fied or licensed appraiser is not required to perform
appraisals in connection with federally related transac-
tions, if such agency determines in writing that such
threshold level does not represent a threat to the safety
and soundness of financial institutions and receives
concurrence from the Bureau of Consumer Financial
Protection that such threshold level provides reasonable
protection for consumers who purchase 1-4 unit single-
family residences.

(¢) GAO study of appraisals in connection with real estate
related financial transactions below the threshold level.
(1) GAO studies. The Comptroller General of the Unit-
ed States may conduct, under such conditions as the
Comptroller General determines appropriate, studies
on the adequacy and quality of appraisals or evalua-
tions conducted in connection with real estate related
financial transactions below the threshold level estab-
lished under subsection (b), taking into account—
(A) the cost to any financial institution involved in
any such transaction;

(B) the possibility of losses to the Deposit Insurance
Fund or the National Credit Union Share Insur-
ance Fund;



(C) the cost to any customer involved in any such
transaction; and
(D) the effect on low-income housing.

(2) Reports to Congress and the appropriate Federal finan-
cial institutions regulatory agencies. Upon complet-
ing each of the studies referred to in paragraph (1),
the Comptroller General shall submit a report on
the Comptroller General’s findings and conclusions
with respect to such study to the Federal financial
institutions regulatory agencies, the Committee on
Banking, Finance and Urban Affairs of the House
of Representatives, and the Committee on Banking,
Housing, and Urban Affairs of the Senate, together
with such recommendations for legislative or admin-
istrative action as the Comptroller General deter-
mines to be appropriate.

§ 1113. Transactions requiring the services of a

State certified appraiser [12 US.C. § 3342]

In determining whether an appraisal in connection with a
federally related transaction shall be performed by a State
certified appraiser, an agency or instrumentality under this
title shall consider whether transactions, either individu-
ally or collectively, are of sufficient financial or public
policy importance to the United States that an individual
who performs an appraisal in connection with such trans-
actions should be a State certified appraiser, except that—
(1) a State certified appraiser shall be required for
all federally related transactions having a value of
$1,000,000 or more; and
(2) 1-to-4 unit, single family residential appraisals may
be performed by State licensed appraisers unless
the size and complexity requires a State certified
appraiser, where a complex 1-to-4 unit single family
residential appraisal means an appraisal for which the
property to be appraised, the form of ownership, the
property characteristics, or the market conditions are

atypical.

§ 1114. Transactions requiring the services of a

State licensed appraiser [12 U.S.C. § 3343]

All federally related transactions not requiring the services
of a State certified appraiser shall be performed by either a
State certified or licensed appraiser.

§ 1115. Time for proposal and adoption of
rules [12 US.C. § 3344]

As appropriate, rules issued under sections 1113 and 1114
[12 U.S.C.A. §S 3342 and 3343] shall be proposed not
later than 6 months and shall be effective upon adoption
in final form not later than 12 months after the date of
the enactment of this Act [enacted Aug. 9, 1989].

§ 1116. Certification and licensing
requirements [12 U.S.C. § 3345]

(a) In general. For purposes of this title, the term “State
certified real estate appraiser” means any individual who
has satisfied the requirements for State certification in a
State or territory whose criteria for certification as a real
estate appraiser currently meets the minimum criteria for
certification issued by the Appraiser Qualification Board
of the Appraisal Foundation.

(b) Restriction. No individual shall be a State certified real
estate appraiser under this section unless such individual
has achieved a passing grade upon a suitable examina-
tion administered by a State or territory that is consistent
with and equivalent to the Uniform State Certification
Examination issued or endorsed by the Appraiser
Qualification Board of the Appraisal Foundation.

(c) “State licensed appraiser” defined. As used in this
section, the term “State licensed appraiser” means an indi-
vidual who has satisfied the requirements for State licens-
ing in a State or territory whose criteria for the licensing
of a real estate appraiser currently meet or exceed the
minimum criteria issued by the Appraisal Qualifications
Board of The Appraisal Foundation for the licensing of
real estate appraisers.

(d) Additional qualification criteria. Nothing in this title
shall be construed to prevent any Federal agency or
instrumentality under this title from establishing such
additional qualification criteria as may be necessary or
appropriate to carry out the statutory responsibilities of
such department, agency, or instrumentality.

(e) Minimum Qualification Requirements—Any require-
ments established for individuals in the position of
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“Trainee Appraiser’ and ‘Supervisory Appraiser’ shall
meet or exceed the minimum qualification requirements
of the Appraiser Qualifications Board of The Appraisal
Foundation. The Appraisal Subcommittee shall have the
authority to enforce these requirements.

§ 1117. Establishment of State appraiser
certifying and licensing agencies

[12 U.S.C. § 3346]

To assure the availability of State certified and licensed
appraisers for the performance in a State of appraisals in
federally related transactions and to assure effective super-
vision of the activities of certified and licensed apprais-
ers, a State may establish a State appraiser certifying and
licensing agency. The duties of such agency may addition-
ally include the registration and supervision of appraisal
management companies and the addition of information
about the appraisal management company to the national
registry.

§ 1118. Monitoring of State appraiser certifying

and licensing agencies [12 U.S.C. § 3347]
(a) In general—The Appraisal Subcommittee shall
monitor each State appraiser certifying and licensing
agency for the purposes of determining whether such
agency—
(1) has policies, practices, funding, staffing, and proce-
dures that are consistent with this title;
(2) processes complaints and completes investigations
in a reasonable time period;
(3) appropriately disciplines sanctioned appraisers and
appraisal management companies;
(4) maintains an effective regulatory program; and
(5) reports complaints and disciplinary actions on a
timely basis to the national registries on appraisers
and appraisal management companies maintained by
the Appraisal Subcommittee.

The Appraisal Subcommittee shall have the authority to
remove a State licensed or certified appraiser or a regis-
tered appraisal management company from a national
registry on an interim basis, not to exceed 90 days,
pending State agency action on licensing, certification,
registration, and disciplinary proceedings. The Appraisal
Subcommittee and all agencies, instrumentalities, and
Federally recognized entities under this title shall not
recognize appraiser certifications and licenses from States
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whose appraisal policies, practices, funding, staffing, or
procedures are found to be inconsistent with this title.
The Appraisal Subcommittee shall have the authority to
impose sanctions, as described in this section, against a
State agency that fails to have an effective appraiser regula-
tory program. In determining whether such a program

is effective, the Appraisal Subcommittee shall include

an analysis of the licensing and certification of apprais-
ers, the registration of appraisal management companies,
the issuance of temporary licenses and certifications

for appraisers, the receiving and tracking of submitted
complaints against appraisers and appraisal management
companies, the investigation of complaints, and enforce-
ment actions against appraisers and appraisal manage-
ment companies. The Appraisal Subcommittee shall have
the authority to impose interim actions and suspensions
against a State agency as an alternative to, or in advance of
the derecognition of a State agency.

(b) Disapproval by Appraisal Subcommittee. The Federal
financial institutions regulatory agencies, the Federal
National Mortgage Association, the Federal Home

Loan Mortgage Corporation, and the Resolution Trust
Corporation shall accept certifications and licenses
awarded by a State appraiser certifying the licensing
agency unless the Appraisal Subcommittee issues a written
finding that—

(1) the State agency fails to recognize and enforce the
standards, requirements, and procedures prescribed
pursuant to this title;

(2) the State agency is not granted authority or suf-
ficient funding by the State which is adequate to
permit the agency to carry out its functions under
this title; or

(3) decisions concerning appraisal standards, appraiser
qualifications and supervision of appraiser practices
are not made in a manner that carries out the pur-
poses of this title.

(c) Rejection of State certifications and licenses.

(1) Opportunity to be heard or correct conditions. Before
refusing to recognize a State’s appraiser certifications
or licenses, the Appraisal Subcommittee shall provide
that State’s certifying and licensing agency a written
notice of its intention not to recognize the State’s cer-
tified or licensed appraisers and ample opportunity to
provide rebuttal information or to correct the condi-
tions causing the refusal.



(2) Adoption of procedures. The Appraisal Subcommit-
tee shall adopt written procedures for taking actions
described in this section.

(3) Judicial review. A decision of the subcommittee
under this section shall be subject to judicial review.

§ 1119. Recognition of State certified and
licensed appraisers for purposes of this title

[12 US.C. § 3348]

(a) Effective date for use of certified or licensed appraisers
only.

(1) In general. Not later than December 31, 1992, all
appraisals performed in connection with federally
related transactions shall be performed only by indi-
viduals certified or licensed in accordance with the
requirements of this title.

(2) Extension of effective date. Subject to the approval
of the Council, the Appraisal Subcommittee may
extend, until December 31, 1991, the effective date
for the use of certified or licensed appraisers if it
makes a written finding that a State has made sub-
stantial progress in establishing a State certification
and licensing system that appears to conform to the
provisions of this title.

(b) Temporary waiver of appraiser certification or licensing
requirements for State having scarcity of qualified apprais-
ers. Subject to the approval of the Council, the Appraisal
Subcommittee may waive any requirement relating to
certification or licensing of a person to perform appraisals
under this title if the Appraisal Subcommittee or a State
agency whose certifications and licenses are in compliance
with this title, makes a written determination that there

is a scarcity of certified or licensed appraisers to perform
appraisals in connection with federally related transactions
in a State, or in any geographical political subdivision of
a State, leading to significant delays in the performance of
such appraisals. The waiver terminates when the Appraisal
Subcommittee determines that such significant delays
have been eliminated.

(c) Reports to State certifying and licensing agencies. The
Appraisal Subcommittee, any other Federal agency or
inscrumentality, or any federally recognized entity shall
report any action of a State certified or licensed appraiser

that is contrary to the purposes of this title to the appro-
priate State agency for a disposition of the subject of the
referral. The State agency shall provide the Appraisal
Subcommittee or the other Federal agency or instru-
mentality with a report on its disposition of the matter
referred. Subsequent to such disposition, the subcommit-
tee or the agency or instrumentality may take such further
action, pursuant to written procedures, it deems necessary
to carry out the purposes of this title.

§ 1120. Violations in obtaining and performing

appraisals in federally related transactions
[12 U.S.C. § 3349]

(a) Violations. Except as authorized by the Appraisal
Subcommittee in exercising its waiver authority pursuant
to section 1119(b) [12 U.S.C.A. § 3348(5)), it shall be a
violation of this section—

(1) for a financial institution to seek, obtain, or give
money or any other thing of value in exchange for
the performance of an appraisal by a person who the
institution knows is not a State certified or licensed
appraiser in connection with a federally related trans-
action; and

(2) for the Federal National Mortgage Association, the
Federal Home Loan Mortgage Corporation, or the
Resolution Trust Corporation to knowingly contract
for the performance of any appraisal by a person who
is not a State certified or licensed appraiser in con-
nection with a real estate related financial transaction
defined in section 1121(5) [12 U.S.C.A. § 3350(5)]

to which such association or corporation is a party.

(b) Penalties. A financial institution that violates subsec-
tion (a)(1) shall be subject to civil penalties under section
8(i)(2) of the Federal Deposit Insurance Act or section
206(k)(2) of the Federal Credit Union Act [12 U.S.C.A. §
1818(i)(2) or 1786(k)(2)], as appropriate.

(¢) Proceeding. A proceeding with respect to a violation of
this section shall be an administrative proceeding which
may be conducted by a Federal financial institutions regu-
latory agency in accordance with the procedures set forth
in subchapter II of chapter 5 of title 5, United States Code
[5 U.S.CA. §S 551 et seq.].
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§ 1121. Definitions [12 U.S.C. § 3350]

For purposes of this title:

(1) Stare appraiser certifying and licensing agency. The term
“State appraiser certifying and licensing agency” means a
State agency established in compliance with this title.

(2) Appraisal Subcommittee; subcommittee. The terms
« M M b2 « . b2l
Appraisal Subcommittee” and “subcommittee” mean
the Appraisal Subcommittee of the Federal Financial
Institutions Examination Council.

(3) Council. The term “Council” means the Federal
Financial Institutions Examination Council.

(4) Federally related transaction. The term “federally related
transaction” means any real estate-related financial trans-
action which—

(A) a federal financial institutions regulatory agency or
the Resolution Trust Corporation engages in, con-
tracts for, or regulates; and

(B) requires the services of an appraiser.

(5) Real estate related financial transaction. The term “real
estate-related financial transaction” means any transaction
involving—

(A) the sale, lease, purchase, investment in or exchange
of real property, including interests in property, or
the financing thereof;

(B) the refinancing of real property or interests in real
property; and

(C) the use of real property or interests in property as
security for a loan or investment, including mort-
gage-backed securities.

(6) Federal financial institutions regulatory agencies. The
term “Federal financial institutions regulatory agencies”
means the Board of Governors of the Federal Reserve
System, the Federal Deposit Insurance Corporation, the
Office of the Comptroller of the Currency, the Office
of Thrift Supervision, and the National Credit Union
Administration.

(7) Financial institution. The term “financial institu-
tion” means an insured depository institution as defined
in section 3 of the Federal Deposit Insurance Act [12
U.S.C.A. § 1813] or an insured credit union as defined in
section 101 of the Federal Credit Union Act [12 U.S.C.A.
§ 1752].
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(8) Chairperson. The term “Chairperson” means the
Chairperson of the Appraisal Subcommittee selected by
the Council.

(9) Foundation. The terms “Appraisal Foundation” and
“Foundation” means [mean] the Appraisal Foundation
established on November 30, 1987, as a not for profit
corporation under the laws of Illinois.

(10) Written appraisal. The term “written appraisal” means
a written statement used in connection with a federally
related transaction that is independently and impartially
prepared by a licensed or certified appraiser setting forth
an opinion of defined value of an adequately described
property as of a specific date, supported by presentation
and analysis of relevant market information.

(11) Appraisal Management Company—

The term ‘appraisal management company’ means,

in connection with valuing properties collateralizing
mortgage loans or mortgages incorporated into a secu-
ritization, any external third party authorized either by

a creditor of a consumer credit transaction secured by a
consumer’s principal dwelling or by an underwriter of or
other principal in the secondary mortgage markets, that
oversees a network or panel of more than 15 certified or
licensed appraisers in a State or 25 or more nationally
within a given year—

(A) to recruit, select, and retain appraisers;

(B) to contract with licensed and certified appraisers to
perform appraisal assignments;

(C) to manage the process of having an appraisal per-
formed, including providing administrative duties
such as receiving appraisal orders and appraisal
reports, submitting completed appraisal reports
to creditors and underwriters, collecting fees from
creditors and underwriters for services provided, and
reimbursing appraisers for services performed; or

(D) to review and verify the work of appraisers.

§ 1122. Miscellaneous provisions

[12 U.S.C. § 3351]

(a) Temporary practice.

(1) In general. A State appraiser certifying or licensing
agency shall recognize on a temporary basis the cer-
tification or license of an appraiser issued by another
State if—



(A) the property to be appraised is part of a federally
related transaction,

(B) the appraiser’s business is of a temporary nature,
and

(C) the appraiser registers with the appraiser certify-
ing or licensing agency in the State of temporary
practice.

(2) Fees for temporary practice. A State appraiser certify-
ing or licensing agency shall not impose excessive
fees or burdensome requirements, as determined by
the Appraisal Subcommittee, for temporary practice
under this subsection.

(b) Reciprocizy. Notwithstanding any other provisions

of this title, a federally related transaction shall not be
appraised by a certified or licensed appraiser unless the
State appraiser certifying or licensing agency of the State
certifying or licensing such appraiser has in place a policy
of issuing a reciprocal certification or license for an indi-
vidual from another State when—

(1) the appraiser licensing and certification program of
such other State is in compliance with the provisions
of this title; and

(2) the appraiser holds a valid certification from a State
whose requirements for certification or licensing
meet or exceed the licensure standards established by
the State where an individual seeks appraisal licen-
sure.

(c) Supplemental funding. Funds available to the Federal
financial institutions regulatory agencies may be made
available to the Financial Institutions Examination
Council to support the Council’s functions under this
title.

(d) Probibition against discrimination. Criteria established
by the Federal financial institutions regulatory agencies,
the Federal National Mortgage Association, the Federal
Home Loan Mortgage Corporation, and the Resolution
Trust Corporation for appraiser qualifications in addition
to State certification or licensing may include education
achieved, experience, sample appraisals, and references
from prior clients. Membership in a nationally recog-
nized professional appraisal organization may be a criteria
considered, though lack of membership therein shall not
be the sole bar against consideration for an assignment
under these criteria.

(e) Other requirements. A corporation, partnership, or
other business entity may provide appraisal services in
connection with federally related transactions if such
appraisal is prepared by individuals certified or licensed in
accordance with the requirements of this title. An individ-
ual who is not a State certified or licensed appraiser may
assist in the preparation of an appraisal if—
(1) the assistant is under the direct supervision of a
licensed or certified individual; and
(2) the final appraisal document is approved and signed
by an individual who is certified or licensed.

(f) Studies.

(1) Study. The Appraisal Subcommittee shall—

(A) conduct a study to determine whether real estate
sales and financing information and data that is
available to real estate appraisers in the States is
sufficient to permit appraisers to propetly estimate
the values of properties in connection with feder-
ally related transactions; and

(B) study the feasibility and desirability of extending
the provisions of this title to the function of per-
sonal property appraising and to personal property
appraisers in connection with Federal financial and
public policy interests.

(2) Report. The Appraisal Subcommittee shall— (A)
report its findings to the Congress with respect to the
study described in paragraph (1)(A) no later than 12
months after the date of the enactment of this title
[enacted Aug. 9, 1989], and (B) report its findings
with respect to the study described in paragraph (1)
(B) to Congtess not later than 18 months after the
date of the enactment of this title [enacted Aug. 9,
1989].

(g) Appraiser Independence Monitoring—The Appraisal
Subcommittee shall monitor each State appraiser certify-
ing and licensing agency for the purpose of determining
whether such agency’s policies, practices, and procedures
are consistent with the purposes of maintaining appraiser
independence and whether such State has adopted and
maintains effective laws, regulations, and policies aimed at
maintaining appraiser independence.

(h) Approved Education—The Appraisal Subcommittee
shall encourage the States to accept courses approved by
the Appraiser Qualification Board’s Course Approval
Program.
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(i) Appraisal Complaint National Hotline—If, 6 months
after the date of the enactment of this subsection, the
Appraisal Subcommittee determines that no national
hotline exists to receive complaints of non-compliance
with appraisal independence standards and Uniform
Standards of Professional Appraisal Practice, including
complaints from appraisers, individuals, or other entities
concerning the improper influencing or attempted
improper influencing of appraisers or the appraisal
process, the Appraisal Subcommittee shall establish and
operate such a national hotline, which shall include a
toll-free telephone number and an email address. If the
Appraisal Subcommittee operates such a national hotline,
the Appraisal Subcommittee shall refer complaints for
further action to appropriate governmental bodies, includ-
ing a State appraiser certifying and licensing agency, a
financial institution regulator, or other appropriate legal
authorities. For complaints referred to State appraiser
certifying and licensing agencies or to Federal regulators,
the Appraisal Subcommittee shall have the authority to
follow up such complaint referrals in order to determine
the status of the resolution of the complaint.

§ 1123. Emergency exceptions for disaster areas

[12 U.S.C. § 3352]

(a) In general. Each Federal financial institutions regula-
tory agency may, by regulation or order, make exceptions
to this title, and to standards prescribed pursuant to this
title, for transactions involving institutions for which the
agency is the primary Federal regulator with respect to real
property located within a disaster area if the agency—

(1) makes the exception not later than 30 months after
the date on which the President determines, pursu-
ant to section 401 of the Robert T. Stafford Disaster
Relief and Emergency Assistance Act [42 U.S.CA. §
5170), that a major disaster exists in the area; and

(2) determines that the exception—

(A) would facilitate recovery from the major disaster;
and
(B) is consistent with safety and soundness.

(b) 3-year limir on exceptions. Any exception made under
this section shall expire not later than 3 years after the
date of the determination referred to in subsection (a)(1).

(c) Publication required. Any Federal financial institutions

regulatory agency shall publish in the Federal Register a
statement that—
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(1) describes any exception made under this section;
and
(2) explains how the exception—
(A) would facilitate recovery from the major disaster;
and
(B) is consistent with safety and soundness.

(d) “Disaster area” defined. For purposes of this section, the
term “disaster area” means an area in which the President,

pursuant to section 401 of the Robert T. Stafford Disaster

Relief and Emergency Assistance Act [42 U.S.CA. §

5170), has determined that a major disaster exists.

§ 1124. Appraisal Management Company
Minimum Requirements [12 U.S.C. § 3353]

(a) In General—The Board of Governors of the Federal
Reserve System, the Comptroller of the Currency, the
Federal Deposit Insurance Corporation, the National
Credit Union Administration Board, the Federal Housing
Finance Agency, and the Bureau of Consumer Financial
Protection shall jointly, by rule, establish minimum
requirements to be applied by a State in the registration
of appraisal management companies. Such requirements
shall include a requirement that such companies—

(1) register with and be subject to supervision by a
State appraiser certifying and licensing agency in each
State in which such company operates;

(2) verify that only licensed or certified appraisers are
used for federally related transactions;

(3) require that appraisals coordinated by an appraisal
management company comply with the Uniform
Standards of Professional Appraisal Practice; and

(4) require that appraisals are conducted independently
and free from inappropriate influence and coercion
pursuant to the appraisal independence standards
established under section 129E of the Truth in Lend-
ing Act.

(b) Relation ro State Law—Nothing in this section shall
be construed to prevent States from establishing require-
ments in addition to any rules promulgated under subsec-
tion (a).

(c) Federally Regulated Financial Institutions—The
requirements of subsection (a) shall apply to an appraisal
management company that is a subsidiary owned and
controlled by a financial institution and regulated by

a Federal financial institution regulatory agency. An



appraisal management company that is a subsidiary
owned and controlled by a financial institution regulated
by a Federal financial institution regulatory agency shall
not be required to register with a State.

(d) Registration Limitations—An appraisal management
company shall not be registered by a State or included

on the 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. Additionally, each person that owns more than
10 percent of an appraisal management company shall

be of good moral character, as determined by the State
appraiser certifying and licensing agency, and shall submit
to a background investigation carried out by the State
appraiser certifying and licensing agency.

(e) Reporting—The Board of Governors of the Federal
Reserve System, the Comptroller of the Currency, the
Federal Deposit Insurance Corporation, the National
Credit Union Administration Board, the Federal Housing
Finance Agency, and the Bureau of Consumer Financial
Protection shall jointly promulgate regulations for the
reporting of the activities of appraisal management
companies to the Appraisal Subcommittee in determining
the payment of the annual registry fee.

(£) Effective Date—

(1) In General.—No appraisal management company
may perform services related to a federally related
transaction in a State after the date that is 36 months
after the date on which the regulations required to be
prescribed under subsection (a) are prescribed in final
form unless such company is registered with such
State or subject to oversight by a Federal financial
institutions regulatory agency.

(2) Extension of Effective Date—Subject to the approval
of the Council, the Appraisal Subcommittee may
extend by an additional 12 months the requirements
for the registration and supervision of appraisal man-
agement companies if it makes a written finding that
a State has made substantial progress in establishing
a State appraisal management company registration
and supervision system that appears to conform with
the provisions of this title.

§ 1125. Automated Valuation Models Used to
Estimate Collateral Value for Mortgage Lending
Purposes [12 U.S.C. § 3354]

(a) In general—Automated valuation models shall adhere
to quality control standards designed to—
(1) ensure a high level of confidence in the estimates
produced by automated valuation models;
(2) protect against the manipulation of data;
(3) seek to avoid conflicts of interest;
(4) require random sample testing and reviews; and
(5) account for any other such factor that the agencies
listed in subsection (b) determine to be appropriate.

(b) Adoption of Regulations—The Board, the Comptroller
of the Currency, the Federal Deposit Insurance
Corporation, the National Credit Union Administration
Board, the Federal Housing Finance Agency, and the
Bureau of Consumer Financial Protection, in consulta-
tion with the staff of the Appraisal Subcommittee and the
Appraisal Standards Board of the Appraisal Foundation,
shall promulgate regulations to implement the quality
control standards required under this section.

(c) Enforcement—Compliance with regulations issued
under this subsection shall be enforced by—

(1) with respect to a financial institution, or subsidiary
owned and controlled by a financial institution and
regulated by a Federal financial institution regulatory
agency, the Federal financial institution regulatory
agency that acts as the primary Federal supervisor of
such financial institution or subsidiary; and

(2) with respect to other participants in the market for
appraisals of 1-to-4 unit single family residential real
estate, the Federal Trade Commission, the Bureau of
Consumer Financial Protection, and a State attorney
general.

(d) Automated Valuation Model Defined—For purposes of
this section, the term ‘automated valuation model’ means
any computerized model used by mortgage originators
and secondary market issuers to determine the collateral
worth of a mortgage secured by a consumer’s principal
dwelling.
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§ 1126. Broker Price Opinions
[12 U.S.C. § 3355]

(a) General Prohibition.—In conjunction with the
purchase of a consumer’s principal dwelling, broker price
opinions may not be used as the primary basis to deter-
mine the value of a piece of property for the purpose of a
loan origination of a residential mortgage loan secured by
such piece of property.

(b) Broker Price Opinion Defined—TFor purposes of this
section, the term ‘broker price opinion’ means an estimate
prepared by a real estate broker, agent, or sales person that
details the probable selling price of a particular piece of
real estate property and provides a varying level of detail
about the property’s condition, market, and neighbor-
hood, and information on comparable sales, but does

not include an automated valuation model, as defined in
section 1125(c).

Department of Housing and Urban
Development Reform Act of 1989

§ 142 FHA Operations [12 U.S.C. § 1708(e)]

(e) Appraisal standards.

(1) The Secretary shall prescribe standards for the
appraisal of all property to be insured by the Federal
Housing Administration. Such appraisals shall be
performed in accordance with uniform standards,
by individuals who have demonstrated competence
and whose professional conduct is subject to effec-
tive supervision. These standards shall require at a
minimum—
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(A) that the appraisals of properties to be insured

by the Federal Housing Administration shall be
performed in accordance with generally accepted
appraisal standards promulgated by the Appraisal
Foundation a not-for-profit corporation estab-
lished on November 30, 1987 under the laws of
Illinois; and

(B) that each appraisal is a written statement used

in connection with a real estate transaction that

is independently and impartially prepared by a
licensed or certified appraiser setting forth an opin-
ion of defined value of an adequately described
property as of a specific date, supported by presen-
tation and analysis of relevant market information.

(2) The Appraisal Subcommittee of the Federal Finan-
cial Institutions Examination Council shall include
the Secretary or his designee.
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Introduction and Purpose

Title XI of the Financial Institutions Reform, Recovery, and
Enforcement Act of 1989 (FIRREA), as amended (Title
XI), established the Appraisal Subcommittee of the Federal
Financial Institutions Examination Council (ASC).!® The
purpose of Title XI is to provide protection of Federal
financial and public policy interests by upholding Title XI
requirements for appraisals performed for federally related
transactions. Specifically those appraisals shall be performed
in writing, in accordance with uniform standards, by indi-
viduals whose competency has been demonstrated and
whose professional conduct will be subject to effective
supervision.

Pursuant to Title XI, one of the ASC’s core functions is to
monitor the requirements established by the States'® for
certification and licensing of appraisers qualified to perform
appraisals in connection with federally related transac-
tions.?” The ASC performs periodic Compliance Reviews
of each State appraiser regulatory program (Program) to
determine compliance, or lack thereof, with Title X1, and
to assess the Program’s implementation of the AQB Criteria
as adopted by the Appraiser Qualifications Board (AQB).

21
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Pursuant to authority granted to the ASC under Tide XI,
the ASC is issuing these Policy Statements to provide
States with the necessary information to maintain their
Programs in compliance with Title XI. Policy Statements

1 through 7 correspond with the categories that are evalu-
ated during the Compliance Review process and included
in the ASC Compliance Review Report (Report). Policy
Statement 8 entitled Interim Sanctions sets forth required
procedures in the event that interim sanctions are imposed
against a State by the ASC.

18 The ASC board is made up of seven members. Five members are des-
ignated by the heads of the FFIEC agencies (Board of Governors of the
Federal Reserve System, Consumer Financial Protection Bureau, Federal
Deposit Insurance Corporation, Office of the Comptroller of the Currency,
and National Credit Union Administration). The other two members are
designated by the heads of the Department of Housing and Urban Develop-
ment and the Federal Housing Finance Agency.

19 See Appendix B, Glossary of Terms, for the definition of “State.”

20 See Appendix B, Glossary of Terms, for the definition of “federally related
transaction.”

21 See Appendix A, Compliance Review Process.

22 These Policy Statements, adopted April 10, 2013, supersede all previous
Policy Statements adopted by the ASC, the most recent version of which was
issued in October 2008.



POLICY STATEMENT 1

Statutes, Regulations, Policies and Procedures Governing State Programs

A. State Regulatory Structure

Title XI requires the ASC to monitor each State appraiser
certifying and licensing agency for the purpose of deter-
mining whether each such agency has in place policies,
practices and procedures consistent with the requirements
of Title XI.** The ASC recognizes that each State may
have legal, fiscal, regulatory or other factors that may
influence the structure and organization of its Program.
Therefore, a State has flexibility to structure its Program
so long as it meets its Title XI-related responsibilities.

States should maintain an organizational structure for
appraiser certification, licensing and supervision that
avoids conflicts of interest. A State agency may be headed
by a board, commission or an individual. State board** or
commission members, or employees in policy or decision-
making positions, should understand and adhere to State
statutes and regulations governing performance of respon-
sibilities consistent with the highest ethical standards for
public service. In addition, Programs using private entities
or contractors should establish appropriate internal
policies, procedures, and safeguards to promote compli-
ance with the State agency’s responsibilities under Title XI
and these Policy Statements.

B. Funding and Staffing

The Dodd-Frank Wall Street Reform and Consumer
Protection Act (Dodd-Frank Act) amended Title XI to
require the ASC to determine whether States have suffi-
cient funding and staffing to meet their Title X1 require-
ments. Compliance with this provision requires that a
State must provide its Program with funding and staffing
sufficient to carry out its Title XI-related duties. The ASC
evaluates the sufficiency of funding and staffing as part of
its review of all aspects of a Program’s effectiveness, includ-
ing the adequacy of State boards, committees, or commis-
sions responsible for carrying out Title XI-related duties.

C. Minimum Criteria

Title XI requires States to adopt and/or implement all
relevant AQB Ciriteria. Historically, requirements estab-
lished by a State for certified residential or certified general
classifications have been required to meet or exceed AQB
Ciriteria. Effective July 1, 2013, requirements established
by a State for licensed appraisers, as well as for trainee and
supervisory appraisers, must also meet or exceed the AQB
Criteria, as required by the Dodd-Frank Act.

D. Federally Recognized Appraiser
Classifications

1. State Certified Appraisers

“State certified appraisers” means those individuals who
have satisfied the requirements for residential or general
certification in a State whose criteria for certification
meet or exceed the applicable minimum AQB Criteria.
Permitted scope of practice and designation for State
certified residential or certified general appraisers must be
consistent with State and Federal laws, including regula-
tions and supplementary guidance.

2. State Licensed Appraisers

As of July 1, 2013, “State licensed appraisers” means those
individuals who have satisfied the requirements for licens-
ing in a State whose criteria for licensing meet or exceed
the applicable minimum AQB Ciriteria. Effective July 1,
2013, the permitted scope of practice and designation for
State licensed appraisers must be consistent with State and
Federal laws, including regulations and supplementary
guidance.

2 Title XI § 1118 (a), 12 U.S.C. § 3347.

24 See Appendix B, Glossary of Terms, for the definition of “State board.”
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3. Trainee Appraiser and Supervisory Appraiser
As of July 1, 2013, any minimum qualification require-
ments established by a State for individuals in the position
of “trainee appraiser” and “supervisory appraiser” must
meet or exceed the applicable minimum AQB Criteria.
ASC staff will evaluate State designations such as “regis-
tered appraiser,” “apprentice appraiser,” “provisional
appraiser,” or any other similar designation to determine
if, in substance, such designation is consistent with a
“trainee appraiser” designation and, therefore, adminis-
tered to comply with Title XI. Effective July 1, 2013, the
permitted scope of practice and designation for trainee
appraisers and supervisory appraisers must be consistent
with State and Federal laws, including regulations and
supplementary guidance.

Any State or Federal agency may impose additional
appraiser qualification requirements for State licensed,
certified residential or certified general classifications or
for trainee and supervisor classifications, if they consider
such requirements necessary to carry out their responsibil-
ities under Federal and/or State statutes and regulations,
so long as the additional qualification requirements do not
preclude compliance with AQB Criteria.

E. Non-federally Recognized Credentials

States using non-federally recognized credentials or desig-
nations®” must ensure that they are easily distinguished
from the federally recognized credentials.

F. Appraisal Standards

Title XI and the Federal financial institutions regula-
tory agencies regulations mandate that all appraisals
performed in connection with federally related transac-
tions be in written form, prepared in accordance with
generally accepted appraisal standards as promulgated

by the Appraisal Standards Board (ASB) in the Uniform
Standards of Professional Appraisal Practice (USPAP),
and be subject to appropriate review for compliance with
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USPAP?° States that have incorporated USPAP into State
law should ensure that statutes or regulations are updated
timely to adopt the latest version of USPAD, or if State
law allows, automatically incorporate the latest version of
USPAP. States should consider ASB Advisory Opinions,
Frequently Asked Questions, and other written guidance
issued by the ASB regarding interpretation and applica-
tion of USPAP.

Any State or Federal agency may impose additional
appraisal standards if they consider such standards neces-
sary to carry out their responsibilities, so long as addi-
tional appraisal standards do not preclude compliance
with USPAP or the Federal financial institutions regula-
tory agencies appraisal regulations for work performed for
federally related transactions.

The Federal financial institutions regulatory agencies’
appraisal regulations define “appraisal” and identify which
real estate-related financial transactions require the services
of a state certified or licensed appraiser. These regulations
define “appraisal” as a “written statement independently
and impartially prepared by a qualified appraiser setting
forth an opinion as to the market value of an adequately
described property as of a specific date(s) supported by the
presentation and analysis of relevant market information.”
Per these regulations, an appraiser performing an appraisal
review which includes the reviewer providing his or her
own opinion of value constitutes an appraisal. Under
these same regulations, an appraisal review that does not
include the reviewer providing his or her own opinion of
value does not constitute an appraisal. Therefore, under
the Federal financial institutions regulatory agencies’ regu-
lations, only those transactions that involve appraisals for
federally related transactions require the services of a state
certified or licensed appraiser.

3 See Appendix B, Glossary of Terms, for the definition of “non-federally rec-
ognized credentials or designations.”

%6 See Appendix B, Glossary of Terms for the definition of “Uniform Stan-

dards of Professional Appraisal Practice.”



G. Exemptions

Title XI and the Federal financial institutions regulatory
agencies regulations specifically require the use of only
State certified or licensed appraisers in connection with
the appraisal of certain real estate-related financial transac-
tions.”” A State may not exempt any individual or group
of individuals from meeting the State’s certification or
licensing requirements if the individual or group member
performs an appraisal when Federal statutes and regula-
tions require the use of a certified or licensed appraiser.
For example, an individual who has been exempted by the
State from its appraiser certification or licensing require-
ments because he or she is an officer, director, employee or
agent of a federally regulated financial institution would
not be permitted to perform an appraisal in connection
with a federally related transaction.

H. ASC Staff Attendance at State Board
Meetings

ASC staff regularly attends open State board meetings as
part of the on-site Compliance Review process. States

are expected to make available for review by ASC staff
minutes of closed meetings and executive sessions. The
efficacy of the ASC’s Compliance Review process rests on
the ASC'’s ability to obtain reliable information about all
areas of a State’s Program. States are encouraged to allow
ASC staff to attend closed and executive sessions of State
board meetings where such attendance would not violate
State law or regulation or be inconsistent with other legal
obligations of the State board. ASC staff is obligated to
protect information obtained during the Compliance
Review process concerning the privacy of individuals and
any confidential matters.

I. Summary of Requirements

1. States must require that appraisals be performed in
accordance with the latest version of USPAP?®

2. States must, at a minimum, adopt and/or implement
all relevant AQB Criteria.”’

3. States must have policies, practices and procedures
consistent with Title XI.3

4. States must have funding and staffing sufficient to
carry out their Title XI-related duties.’!

5. States must use proper designations and permitted
scope of practice for certified residential or certified
general classifications, and as of July 1, 2013, a State
must use the proper designations and permitted
scope of practice for the licensed classification, and
trainee and supervisor classifications.??

6. State board members, and any persons in policy
or decision-making positions, must perform their
responsibilities consistent with Title XI.%

7. States’ certification and licensing requirements must
meet the minimum requirements set forth in Title
X134

8. State agencies must be granted adequate authority by
the State to maintain an effective regulatory Program
in compliance with Title XI.%

7 Title XI§ 1112, 12 U.S.C. § 3341; Title XI § 1113, 12 U.S.C. § 3342;
Tide XI § 1114, 12 U.S.C. § 3343.

28 Title XI§ 1101, 12 U.S.C. § 3331; Title XI § 1118 (a), 12 U.S.C. §
3347; AQB Real Property Appraiser Qualification Criteria.

2 Title XI §§ 1116 (a), () and (e), 12 U.S.C. § 3345; Ticle XI § 1118 (a),
12US.C. § 3347.

O Title XI§ 1118 (a), 12 U.S.C. § 3347.
311d; Tidle XI § 1118 (b), 12 U.S.C. § 3347.

32 Title XI §§ 1116 (a), (c) and (e), 12 U.S.C. § 3345; Title XI § 1118 (a),
12 U.S.C. § 3347; Title XI § 1113, 12 U.S.C. § 3342; AQB Real Property
Appraiser Qualification Criteria.

3 Tidle XI § 1118 (a), 12 U.S.C. § 3347.
34 Title XI §§ 1116 (a), (c) and (e), 12 U.S.C. § 3345.
35 Tide XI § 1118 (b), 12 U.S.C. § 3347.
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POLICY STATEMENT 2
Temporary Practice
A. Requirement for Temporary Practice

Title XI requires State agencies to recognize, on a tempo-
rary basis, the certification or license of an out-of-State
appraiser entering the State for the purpose of completing
an appraisal assignment® for a federally related transac-
tion. The out-of-State appraiser must register with the
State agency in the State of temporary practice (Host
State). A State may determine the process necessary for
“registration” provided such process complies with Title
XI and is not” burdensome” as determined by the ASC
or involve excessive fees. Thus, a credentialed appraiser®”
from State A has a statutory right to enter State B (the
Host State) to perform an assignment concerning a feder-
ally related transaction, so long as the appraiser registers
with the State agency in State B prior to performing the
assignment. Though Title XI contemplates reasonably free
movement of credentialed appraisers across State lines, an
out-of-State appraiser must comply with the Host State’s
real estate appraisal statutes and regulations and is subject
to the Host State’s full regulatory jurisdiction. States
should utilize the National Registry to verify credential
status on applicants for temporary practice.

B. Excessive Fees or Burdensome Requirements

Title XI prohibits States from imposing excessive fees or
burdensome requirements, as determined by the ASC, for
temporary practice.’® Adherence by State agencies to the
following mandates and prohibitions will deter the impo-
sition of excessive fees or burdensome requirements.

1. Host State agencies must:

a. issue temporary practice permits on an assignment
basis;

b. issue temporary practice permits within five business
days of receipt of a completed application, or notify
the applicant and document the file as to the cir-
cumstances justifying delay or other action;

c. issue temporary practice permits designating the
actual date of issuance;

d. take regulatory responsibility for a temporary prac-
titioner’s unethical, incompetent and/or fraudulent
practices performed while in the State;
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e. notify the appraiser’s home State agency® in the case
of disciplinary action concerning a temporary practi-
tioner; and

f. allow at least one temporary practice permit exten-
sion through a streamlined process.

2. Host State agencies may not:

a. limit the valid time period of a temporary practice
permit to less than 6 months, except in the case of an
appraiser not holding a credential in active status for
at least that period of time;

b. limit an appraiser to one temporary practice permit
per calendar year;%

c. charge a temporary practice permit fee exceeding
$250, including one extension fee;

d. impose State appraiser qualification requirements
upon temporary practitioners that exceed AQB Cri-
teria for the credential held;

e. require temporary practitioners to obtain a certifica-
tion or license in the State of temporary practice;

f. require temporary practitioners to affiliate with an
in-State licensed or certified appraiser;

g. refuse to register licensed or certified appraisers seek-
ing temporary practice in a State that does not have
a licensed or certified level credential; or

h. prohibit temporary practice.

36 See Appendix B, Glossary of Terms, for the definition of “assignment.”

37 See Appendix B, Glossary of Terms, for the definition of “credentialed
appraisers.”

38 Tidle XI § 1122 (a) (2), 12 US.C. § 3351.

% See Appendix B, Glossary of Terms, for the definition of “home State
agency.”

40 State agencies may establish by statute or regulation a policy that places
reasonable limits on the number of times an out-of-State certified or licensed
appraiser may exercise his or her temporary practice rights in a given year.

If such a policy is not established, a State agency may choose not to honor
an out-of-State certified or licensed appraiser’s temporary practice rights if

it has made a determination that the appraiser is abusing his or her tempo-
rary practice rights and is regularly engaging in real estate appraisal services
within the State.



3. Home State agencies may not:

a. delay the issuance of a written “letter of good stand-
ing” or similar document for more than five business
days after receipt of a request; or

b. fail to take disciplinary action, if appropriate, when
one of its certified or licensed appraisers is disci-
plined by another State agency for unethical, incom-
petent or fraudulent practices under a temporary
practice permit.

C. Summary of Requirements
1. States must recognize, on a temporary basis, appraiser

credentials issued by another State if the property to be
appraised is part of a federally related transaction.?!

2. State agencies must adhere to mandates and prohibi-
tions as determined by the ASC that deter the imposi-
tion of excessive fees or burdensome requirements for
temporary practice.*?

4 Tide XI§ 1122 (a) (1), 12 US.C. § 3351.
“2 Title XI'§ 1122 (a) (2), 12 U.S.C. § 3351
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POLICY STATEMENT 3
National Registry
A. Requirements for the National Registry

Title XI requires the ASC to maintain a National Registry
of State certified and licensed appraisers who are eligible
to perform appraisals in federally related transactions.®?
Title XI further requires the States to transmit to the ASC:
(1) a roster listing individuals who have received a State
certification or license in accordance with Title XI; (2)
reports on the issuance and renewal of licenses and certi-
fications, sanctions, disciplinary actions, revocations and
suspensions; and (3) the Registry fee as set by the ASC*
from individuals who have received certification or licens-
ing. States must notify the ASC as soon as practicable if a

credential holder listed on the National Registry does not
qualify for the credential held.

Roster and Registry fee requirements apply to all individu-
als who receive State certifications or licenses, originally or
by reciprocity, whether or not the individuals are, in fact,
performing or planning to perform appraisals in federally
related transactions. If an appraiser is certified or licensed
in more than one State, the appraiser is required to be on
each State’s roster of certified or licensed appraisers, and a
Registry fee is due from each State in which the appraiser
is certified or licensed.

Only AQB-compliant certified and, effective July 1, 2013,
AQB-compliant licensed appraisers in active status on

the National Registry are eligible to perform appraisals in
connection with federally related transactions.

Some States may give State certified or licensed appraisers
an option to not pay the Registry fee. If a State certified
or licensed appraiser chooses not to pay the Registry fee,
then the Program must ensure that any potential user

of that appraiser’s services is aware that the appraiser’s
certificate or license is limited to performing appraisals in
connection with non-federally related transactions.*> The
Program must place a conspicuous notice directly on the
face of any evidence of the appraiser’s authority to appraise
stating, “Not Eligible To Appraise Federally Related
Transactions,” and the appraiser must not be listed in
active status on the National Registry.
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The ASC extranet application allows States to update their
appraiser credential information directly to the National
Registry. Only Authorized Registry Officials are allowed
to request access for their State personnel (see section C
below). The ASC will issue a User Name and Password to
the designated State personnel responsible for that State’s
National Registry entries. Designated State personnel

are required to protect the right of access, and not share
their User Name or Password with anyone. State agencies
must adopt and implement a written policy to protect

the right of access, as well as the ASC issued User Name
and Password. The ASC will provide detailed specifica-
tions regarding the data elements on the National Registry
and reporting procedures to those States not using the
ASC extranet application.“® The ASC strongly encour-
ages the States to utilize the extranet application as a more
secure method of submitting information to the National
Registry.

The ASC creates a unique National Registry number for
each listed appraiser and protects each appraiser’s privacy
rights. This unique identifier is available to appropriate
State and Federal regulatory agencies to simplify multi-
State queries regarding specific appraisers.

B. Registry Fee and Invoicing Policies

Each State must remit to the ASC the annual Registry fee,
as set by the ASC, for State certified or licensed apprais-
ers within the State to be listed on the National Registry.
Requests to prorate refunds or partial-year registrations
will not be granted. If a State collects multiple-year fees
for multiple-year certifications or licenses, the State may
choose to remit to the ASC the total amount of the multi-
ple-year Registry fees or the equivalent annual fee amount.
The ASC will, however, record appraisers on the National

# Title XI § 1103 (a) (3), 12 U.S.C. § 3332.

4“4 Tidle XI § 1109, Roster of State certified or licensed appraisers; authority to
collect and transmit fees, requires the ASC to consider at least once every 5
years whether to adjust the dollar amount of the registry fees to account for

inflation. (Title XI § 1109 (a), 12 U.S.C. § 3338.)

4 See Appendix B, Glossary of Terms, for the definition of “non-federally
related transactions.”

46 See section D, Information Sharing, below requiring all States to report
disciplinary action via the extranet application by July 1, 2013.



Registry only for the number of years for which the ASC
has received payment. Nonpayment by a State of an
appraiser’s National Registry fee may result in the status
of that appraiser being listed as “inactive.” When a State’s
failure to pay a past due invoice results in appraisers being
listed as inactive, the ASC will not change those apprais-
ers back to active status until payment is received from
the State. An inactive status on the National Registry, for
whatever the reason, renders an appraiser ineligible to
perform appraisals in connection with federally related
transactions.

C. Access to National Registry Data

The ASC website provides free access to the public
portion of the National Registry at www.asc.gov. The
public portion of the National Registry data may be
downloaded using predefined queries or user-customized
applications.

Access to the full database, which includes non-public
data (e.g., certain disciplinary action information), is
restricted to authorized State and Federal regulatory
agencies. States must designate a senior official, such as
an executive director, to serve as the State’s Authorized
Registry Official, and provide to the ASC, in writing,
information regarding the designated Authorized Registry
Official. States should ensure that the authorization infor-
mation provided to the ASC is updated and accurate.

D. Information Sharing

Information sharing (routine exchange of certain informa-
tion among lenders, governmental entities, State agencies
and the ASC) is essential for carrying out the purposes

of Title XI. Title XI requires the ASC, any other Federal
agency or instrumentality, or any federally recognized
entity to report any action of a State certified or licensed
appraiser that is contrary to the purposes of Title XI to the
appropriate State agency for disposition. The ASC believes
that full implementation of this Title XI requirement

is vital to the integrity of the system of State appraiser
regulation. States are encouraged to develop and maintain
procedures for sharing of information among themselves.

The National Registry’s value and usefulness are largely
dependent on the quality and frequency of State data
submissions. Accurate and frequent data submissions
from all States are necessary to maintain an up-to-date
National Registry. States must submit appraiser data in a
secure format to the ASC at least monthly. If there are no
changes to the data, the State agency must notify the ASC
of that fact in writing. States are encouraged to submit
data as frequently as possible.

State agencies must report as soon as practicable any
disciplinary action? taken against an appraiser to the
ASC. Prior to July 1, 2013, at a minimum, this informa-
tion must be submitted with the State’s monthly, or more
frequent, Registry data submission. As of July 1, 2013,

all States will be required to report disciplinary action

via the extranet application. States not reporting via the
extranet application will be required to provide, in writing
to the ASC, a description of the circumstances preventing
compliance with this requirement. For the most serious
disciplinary actions (i.e., voluntary surrenders, suspensions
and revocations, or any action that interrupts a credential
holder’s ability to practice), the State agency must notify
the ASC of such action as soon as practicable, but no later
than five (5) business days after the disciplinary action

is final, in order for the appraiser’s status to be changed
on the National Registry to “inactive,” thereby making
the appraiser ineligible to perform appraisals for federally
related transactions or other transactions requiring the use
of State certified or licensed appraisers.

Title XI also contemplates the reasonably free movement
of certified and licensed appraisers across State lines. This
freedom of movement assumes, however, that certified
and licensed appraisers are, in all cases, held account-
able and responsible for their actions while performing
appraisal activities.

47 See Appendix B, Glossary of Terms, for the definition of “disciplinary

action.”
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E. Summary of Requirements

1. States must reconcile and pay National Registry
invoices in a timely manner.4

. States must submit all disciplinary actions to the
ASC for inclusion on the National Registry.%’

. As of July 1, 2013, all States will be required to
report disciplinary action via the extranet application
as soon as practicable.”®

. States must designate a senior official, such as an
executive director, who will serve as the State’s
Authorized Registry Official, and provide to the
ASC, in writing, information regarding the selected

7. States must submit appraiser data to the ASC at least

monthly. If a State’s data does not change during
the month, the State agency must notify the ASC of
that fact in writing.>

. States must notify the ASC as soon as practicable of

voluntary surrenders, suspensions, revocations, or
any other action that interrupts a credential holder’s
ability to practice.”

. If a State certified or licensed appraiser chooses not

to pay the Registry fee, the State must ensure that
any potential user of that appraiser’s services is aware
that the appraiser’s certificate or license is limited to
performing appraisals only in connection with non-
federally related transactions.>

Authorized Registry Official, and any individual(s)
authorized to act on their behalf.’! (States should

48 Title XI § 1118 (a), 12 U.S.C. § 3347; Title XI § 1109 (a), 12 U.S.C. §

ensure that the authorization information provided 3338.
to the ASC is kept current.) 9 1d.
0 1d.
5. States using the ASC extranet application must .
. . .. ! Tide XI§ 1118 (a), 12 U.S.C. § 3347.
implement written policies to ensure that all person-
nel with access to the National Registry protect the ?1d.
right of access and not share the User Name or Pass- % 1d,
: 52
word with anyone. 561,
. > 1d.
6. States must ensure the accuracy of all data submitted
6 1d.

to the National Registry.>
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POLICY STATEMENT 4
Application Process

AQB Ciiteria sets forth the minimum education, expe-
rience and examination requirements applicable to all
States for credentialing of real property appraisers. In the
application process, States must, at a minimum, employ
a reliable means of validating both education and experi-
ence credit claimed by applicants for credentialing.”’

A. Processing of Applications

States must process applications in a consistent, equitable
and well-documented manner. Applications for credential-
ing should be timely processed by State agencies (within
90 days). Any delay in the processing of applications
should be sufficiently documented in the file to explain
the delay. States must ensure appraiser credential applica-
tions submitted for processing do not contain expired
examinations as established by AQB Criteria

B. Qualifying Education for Initial or Upgrade
Applications

States must verify that:
1. the applicant’s claimed education courses are accept-
able under AQB Ciriteria; and
2. the applicant has successfully completed courses
consistent with AQB Criteria for the appraiser cre-
dential sought.

Documentation must be provided to support education
claimed by applicants for initial credentialing or upgrade.
States may not accept an affidavit for education claimed
from applicants for certification. Effective July 1, 2013,
States may not accept an affidavit for education claimed
from applicants for any federally recognized credential.’®
States must maintain adequate documentation to support
verification of education claimed by applicants.

C. Continuing Education for Reinstatement
and Renewal Applications

1. Reinstatement Applications
1. the applicant’s claimed continuing education courses
are acceptable under AQB Criteria; and
2. the applicant has successfully completed all continu-
ing education consistent with AQB Criteria for rein-
statement of the appraiser credential sought.

Documentation must be provided to support continuing
education claimed by applicants for reinstatement. States
may not accept an affidavit for continuing education
claimed from applicants for reinstatement. States must
maintain adequate documentation to support verification
of claimed education.

2. Renewal Applications

States must ensure that continuing education courses for
renewal of an appraiser credential are consistent with AQB
Criteria and that continuing education hours required

for renewal of an appraiser credential were completed
consistent with AQB Criteria. States may accept affidavits
for continuing education credit claimed for credential
renewal so long as the State implements a reliable valida-
tion procedure that adheres to the following objectives
and requirements:

57 Includes applications for credentialing of State licensed, certified residen-
tial or certified general classifications, and trainee and supervisor classifica-
tions.

58 If a State accepts education-related affidavits from applicants for initial
licensure in any non-certified classification, upon the appraiser’s application
to upgrade to a certified classification, the State must require documentation
to support the appraiser’s educational qualification for the certified classifica-
tion, not just the incremental amount of education required to move from
the non-certified to the certified classification. This requirement applies to
all federally recognized credentials effective July 1, 2013.
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a. Validation objectives—The State’s validation proce-
dures must be structured to permit acceptable projec-
tions of the sample results to the entire population
of subject appraisers. Therefore, the sample must
include an adequate number of affidavits to have a
reasonable chance of identifying appraisers who fail
to comply with AQB Ciriteria, and the sample must
include a statistically relevant representation of the
appraiser population being sampled.

b. Minimum Standards—The following minimum stan-
dards apply to these audits:

1. Validation must include a prompt post-approval
audit. Each audit of an affidavit for continuing
education credit claimed must be completed with-
in 60 days from the date the renewed credential is
issued;

2. States must audit the continuing education-relat-
ed affidavit for each credentialed appraiser selected
in the sampling procedure;

3. The State must determine that the education
courses claimed conform to AQB Criteria and
that the appraiser successfully completed each
course;

4. When a State determines that an appraiser’s con-
tinuing education does not meet AQB Criteria,
the State must take appropriate action to suspend
the appraiser’s eligibility to perform appraisals in
federally related transactions until such time that
the requisite continuing education has been com-
pleted. The State must notify the ASC as soon as
practicable after taking such action in order for
the appraiser’s record on the National Registry to
be updated appropriately; and

5. If more than ten percent of the audited appraisers
fail to meet the AQB Ciriteria, the State must take
remedial action® to address the apparent weak-
ness of its affidavit process. The ASC will deter-
mine on a case-by-case basis whether remedial
actions are effective and acceptable.
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c. Documentation—States must maintain adequate doc-
umentation to support its affidavit renewal and audit
procedures and actions.

d.List of Education Courses—To promote accountabil-
ity, the ASC encourages States accepting affidavits for
continuing education credit claimed for credential
renewal to require that the appraiser provide a list of
courses to support the affidavit.

D. Experience for Initial or Upgrade
Applications

States must ensure that appraiser experience logs conform
to AQB Ciriteria. States may not accept an affidavit for
experience credit claimed by applicants for certification.
Effective July 1, 2013, States may not accept an affidavit
for experience credit claimed by applicants for any feder-
ally recognized credential.*°

1. Validation Required
States must implement a reliable validation procedure
to verify that each applicant’s:
1. experience meets AQB Criteria;
2. experience is USPAP compliant; and
3. experience hours have been successfully completed
consistent with AQB Criteria.

5% For example:
(1) a State may conduct an additional audit using a higher percentage of
audited appraisers; or
(2) a State may publically post action taken to sanction non-compliant
appraisers to increase awareness in the appraiser community of the impor-
tance of compliance with continuing education requirements.

¢ See Appendix B, Glossary of Terms, for the definition of “federally recog-
nized credential.” If prior to July 1, 2013, a State accepted experience-related
affidavits from applicants for initial licensure in any non-certified classifica-
tion, upon the appraiser’s application to upgrade to a certified classification,
the State must require experience documentation to support the appraiser’s
qualification for the certified classification, not just the incremental amount
of experience required to move from the non-certified to the certified clas-
sification. For example, if a State accepted an experience affidavit from an
appraiser to support the appraiser’s initial hours to qualify for the licensed
classification, and subsequently that appraiser applies to upgrade to the
certified residential classification, the State must require documentation to
support the full experience hours required for the certified residential classifi-
cation, not just the difference in hours between the two classifications.



2. Validation Procedures, Objectives and Requirements
a. Selection of Work Product
Program staff or State board members must select the
work product to be analyzed for USPAP compliance;
applicants may not have any role in selection of work
product. States must analyze a representative sample
of the applicant’s work product.

b. USPAP Compliance

For appraisal experience to be acceptable under AQB
Criteria, it must be USPAP compliant. States must
exercise due diligence in determining whether sub-
mitted documentation of experience or work prod-
uct demonstrates compliance with USPAP. Persons
analyzing work product for USPAP compliance must
have sufficient knowledge to make that determina-
tion.

c. Determination of Experience Time Periods
When measuring the experience time period required
by AQB Ciriteria, States must review each appraiser’s
experience log and note the dates of the first and
last acceptable appraisal activity performed by the
applicant. At a minimum, the time period spanned
between those appraisal activities must comply with
the AQB Ciriteria.

d.Supporting Documentation
States must maintain adequate documentation to
support validation methods. The applicant’s file,
either electronic or paper, must include the informa-
tion necessary to identify each appraisal assignment
selected and analyzed by the State, notes, letters and/
or reports prepared by the official(s) evaluating the
report for USPAP compliance, and any correspon-
dence exchanged with the applicant regarding the
appraisals submitted. This supporting documentation
may be discarded upon the completion of the first
ASC Compliance Review performed after the creden-
tial issuance or denial for that applicant.

E. Examination

States must ensure that an appropriate AQB-approved
qualifying examination is administered for each of the
federally recognized appraiser classifications requiring an
examination.

F. Summary of Requirements

Processing of Applications
1. States must process applications in a consistent, equi-
table and well-documented manner.°!

2. States must ensure appraiser credential applications sub-
mitted for processing do not contain expired examina-
tions as established by AQB Criteria.®?

Education

1. States must verify that the applicant’s claimed education
courses are acceptable under AQB Criteria, whether
for initial credentialing, renewal, upgrade or reinstate-
ment.%

2. States must verify that the applicant has successfully
completed courses consistent with AQB Ciriteria for the
appraiser credential sought, whether for initial creden-
tialing, renewal, upgrade or reinstatement.%t

3. States must maintain adequate documentation to sup-
port verification.®

4. States may not accept an affidavit for education claimed
from applicants for certification. Effective July 1, 2013,
States may not accept an affidavit for education claimed

from applicants for any federally recognized creden-
tial %

5. States may not accept an affidavit for continuing educa-
tion claimed from applicants for reinstatement.®’

1 Title XI § 1118 (a), 12 U.S.C. § 3347.

2 Title XI § 1118 (a), 12 U.S.C. § 3347; AQB Real Property Appraiser
Qualification Criteria.

S Id.
64 1
% Title XI § 1118 (a), 12 U.S.C. § 3347.
6 Id.
7 Id.

Appraisal Subcommittee Annual Report 2016 93



6. States may accept affidavits for continuing education
credit claimed for credential renewal so long as the State
implements a reliable validation procedure.®®

7. Audits of athidavits for continuing education credit
claimed must be completed within sixty days from the
date the renewed credential is issued.®’

8. 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.”

9. States must require the 7-hour National USPAP Update
Course for renewals consistent with AQB Criteria.”!

10. States must take appropriate action to suspend an
appraiser’s eligibility to perform appraisals in feder-
ally related transactions when it determines that the
appraiser’s continuing education does not meet AQB
Criteria until such time that the requisite continuing
education has been completed. The State must notify
the ASC as soon as practicable after taking such action
in order for the appraiser’s record on the National
Registry to be updated appropriately.”?

Experience

1. States may not accept an affidavit for experience credit
claimed from applicants for certification. Effective July
1, 2013, States may not accept an affidavit for experi-
ence credit claimed from applicants for any federally
recognized credential.”?

2. States must ensure that appraiser experience logs con-
form to AQB Criteria.”*

3. States must use a reliable means of validating appraiser

experience claims on all initial or upgrade applications
for appraiser credentialing.”®

94  Appraisal Subcommittee Annual Report 2016

4. States must select the work product to be analyzed for
USPAP compliance on all initial or upgrade applica-
tions for appraiser credentialing.”®

5. States must analyze a representative sample of the appli-
cant’s work product on all initial or upgrade applica-
tions for appraiser credentialing.”’

6. States must exercise due diligence in determining
whether submitted documentation of experience or
work product demonstrates compliance with USPAP
on all initial applications for appraiser credentialing.”®

7. Persons analyzing work product for USPAP compliance
must have sufficient knowledge to make that determi-
nation.”’

Examination

1. States must ensure that an appropriate AQB-approved
qualifying examination is administered for each of the
federally recognized credentials requiring an examina-
tion.0

%8 Title XI § 1118 (a), 12 U.S.C. § 3347; AQB Real Property Appraiser
Qualification Criteria.

® Ticle XI'§ 1118 (a), 12 U.S.C. § 3347.
70 Id

7! Title XI§ 1118 (a), 12 U.S.C. § 3347; AQB Real Property Appraiser
Qualification Criteria.

72Title XI § 1118 (a), 12 U.S.C. § 3347.
73 I

74 Title XI § 1118 (a), 12 U.S.C. § 3347; AQB Real Property Appraiser
Qualification Criteria.

7> Title XI § 1118 (a), 12 U.S.C. § 3347.
76 Title XI § 1118 (a), 12 U.S.C. § 3347.
77 Id
78 1d.
7 Id

80 °Title XI § 1118 (a), 12 U.S.C. § 3347; AQB Real Property Appraiser
Qualification Criteria.



POLICY STATEMENT 5
Reciprocity
A. Reciprocity Policy

Title XI contemplates the reasonably free movement

of certified and licensed appraisers across State lines.
Beginning July 1, 2013, the ASC will monitor Programs
for compliance with the reciprocity provision of Title XI
as amended by the Dodd-Frank Act.®! Title XI requires
that in order for a State’s appraisers to be eligible to
perform appraisals for federally related transactions, the
State must have a policy in place for issuing reciprocal
credentials IF:

a. the appraiser is coming from a State (Home State)
that is “in compliance” with Title XI as determined
by the ASC; AND

b.(i) the appraiser holds a valid credential from the
Home State; AND
(ii) the credentialing requirements of the Home

State (as they exist at the time of application for
reciprocal credential) meet or exceed those of the
reciprocal credentialing State (Reciprocal State) (as
they exist at the time of application for reciprocal
credential).

An appraiser relying on a credential from a State that does
not have such a policy in place may not perform apprais-
als for federally related transactions. A State may be more
lenient in the issuance of reciprocal credentials by imple-
menting a more open door policy. However, States cannot
impose additional impediments to issuance of reciprocal
credentials.®?

For purposes of implementing the reciprocity policy,
States with an ASC Finding®® of “Poor” do not satisfy
the “in compliance” provision for reciprocity. Therefore,
States are not required to recognize, for purposes of
granting a reciprocal credential, the license or certifica-
tion of an appraiser credentialed in a State with an ASC
Finding of “Poor.”

B. Application of Reciprocity Policy

The following examples illustrate application of reciproc-
ity in a manner that complies with Title XI. The examples
refer to the reciprocity policy requiring issuance of a recip-
rocal credential IF:
a. the appraiser is coming from a State that is “in com-
pliance”; AND
b.(i) the appraiser holds a valid credential from that
State; AND
(ii) the credentialing requirements of that State (as
they currently exist) meet or exceed those of the
reciprocal credentialing State (as they currently
exist).

1. Additional Requirements Imposed on Applicants
State A requires that prior to issuing a reciprocal credential
the applicant must certify that disciplinary proceedings
are not pending against that applicant in any jurisdiction.
Under b (ii) above, if this requirement is not imposed

on all of its own applicants for credentialing, STATE A
cannot impose this requirement on applicants for recipro-
cal credentialing.

2. Credentialing Requirements

An appraiser is seeking a reciprocal credential in STATE
A. The appraiser holds a valid credential in STATE Z,
even though it was issued in 2007. This satisfies b (i)
above. However in order to satisfy b (ii), STATE A would
evaluate STATE Z’s credentialing requirements as they
currently exist to determine whether they meet or exceed
STATE A’s current requirements for credentialing.

81 Tiele XI § 1122 (b), 12 U.S.C. § 3351.

82 Effective July 1, 2013, States will be evaluated for compliance with this
Title XI requirement.

83 See Appendix A, Compliance Review Process, for an explanation of ASC
Findings.
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3. Multiple State Credentials

An appraiser credentialed in several states is seeking a
reciprocal credential in State A. That appraiser’s initial
credentials were obtained through examination in the
original credentialing State and through reciprocity in

the additional States. State A requires the applicant to
provide a “letter of good standing” from the State of
original credentialing as a condition of granting a recipro-
cal credential. State A may not impose such a requirement
since Title XI does not distinguish between credentials
obtained by examination and credentials obtained by reci-
procity for purposes of granting reciprocal credentials.

C. Appraiser Compliance Requirements

In order to maintain a credential granted by reciproc-

ity, appraisers must comply with the credentialing State’s
policies, rules and statutes governing appraisers, including
requirements for payment of certification and licensing
fees, as well as continuing education.®
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D. Summary of Requirements

1. Effective July 1, 2013, in order for a State’s appraisers
to be eligible to perform appraisals for federally related
transactions, the State must have a reciprocity policy in
place for issuing a reciprocal credential to an appraiser

from another State under the conditions specified in
Title XL

2. States may be more lenient in the issuance of reciprocal
credentials by implementing a more open door policy;
however, States may not impose additional impedi-
ments to issuance of reciprocal credentials.®

84 A State may offer to accept continuing education (CE) for a renewal
applicant who has satisfied CE requirements of a home State; however a
State may not impose this as a requirement for renewal, thereby imposing a
requirement for the renewal applicant to retain a home State credential.

8 Tiele XI § 1122 (b), 12 U.S.C. § 3351.
86 Id



POLICY STATEMENT 6
Education

AQB Ciriteria sets forth minimum requirements for
appraiser education courses. This Policy Statement
addresses proper administration of education requirements
for compliance with AQB Criteria. (For requirements
concerning qualifying and continuing education in the
application process, see Policy Statement 4, Application
Process.)

A. Course Approval

States must ensure that approved appraiser education
courses are consistent with AQB Criteria and maintain
sufficient documentation to support that approved
appraiser education courses conform to AQB Ciriteria.

States should ensure that course approval expiration dates
assigned by the State coincide with the endorsement
period assigned by the AQB’s Course Approval Program
or any other AQB-approved organization providing
approval of course design and delivery.

States should ensure that educational providers are
afforded equal treatment in all respects.?’

The ASC encourages States to accept courses approved by
the AQB’s Course Approval Program.

B. Distance Education

States must ensure that distance education courses meet
AQB Ciriteria and that the delivery mechanism for
distance education courses offered by a non-academic
provider has been approved by an AQB-approved organi-
zation providing approval of course design and delivery.

C. Summary of Requirements

1. States must ensure that appraiser education courses are
consistent with AQB Criteria.®

2. States must maintain sufficient documentation to sup-
port that approved appraiser courses conform to AQB
Criteria.®

3. States must ensure the delivery mechanism for distance
education courses offered by a non-academic provider
has been approved by an AQB-approved organization
providing approval of course design and delivery.”

87 For example:
(1) consent agreements requiring additional education should not specify
a particular course provider when there are other providers on the State’s
approved course listing offering the same course; and
(2) courses from professional organizations should not be automatically
approved and/or approved in a manner that is less burdensome than the
State’s normal approval process.

8 Tidle XI § 1118 (a), 12 U.S.C. § 3347; AQB Real Property Appraiser
Qualification Criteria.

8 Title XI § 1118 (a), 12 U.S.C. § 3347.

9 Title XI'§ 1118 (a), 12 U.S.C. § 3347; AQB Real Property Appraiser
Qualification Criteria.
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POLICY STATEMENT 7
State Agency Enforcement
A. State Agency Regulatory Program

Title XI requires the ASC to monitor the States for the
purpose of determining whether the State processes
complaints and completes investigations in a reasonable
time period, appropriately disciplines sanctioned apprais-
ers and maintains an effective regulatory program.”!

B. Enforcement Process

States must ensure that the system for processing and
investigating complaints’® and sanctioning appraisers is
administered in a timely, effective, consistent, equitable,
and well-documented manner.

1. Timely Enforcement

States must process complaints of appraiser misconduct or
wrongdoing in a timely manner to ensure effective super-
vision of appraisers, and when appropriate, that incom-
petent or unethical appraisers are not allowed to continue
their appraisal practice. Absent special documented
circumstances, final administrative decisions regarding
complaints must occur within one year (12 months) of the
complaint filing date. Special documented circumstances
are those extenuating circumstances (fully documented)
beyond the control of the State agency that delays normal
processing of a complaint such as: complaints involving a
criminal investigation by a law enforcement agency when
the investigative agency requests that the State refrain
from proceeding; final disposition that has been appealed
to a higher court; documented medical condition of the
respondent; ancillary civil litigation; and complex fraud
cases that involve multiple individuals and reports. Such
special documented circumstances also include those
periods when State rules require referral of a complaint

to another State entity for review and the State agency is
precluded from further processing of the complaint

until it is returned. In that circumstance, the State agency
should document the required referral and the time period
during which the complaint was not under its control or
authority.
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2. Effective Enforcement

Effective enforcement requires that States investigate alle-
gations of appraiser misconduct or wrongdoing, and if
allegations are proven, take appropriate disciplinary or
remedial action. Dismissal of an alleged violation solely
due to an “absence of harm to the public” is inconsistent
with Title XI. Financial loss or the lack thereof is not an
element in deter mining whether there is a violation. The
extent of such loss, however, may be a factor in determin-
ing the appropriate level of discipline.

Persons analyzing complaints for USPAP compliance
must be knowledgeable about appraisal practice and
USPAP and States must document how such persons are
so qualified.

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

Closure of a complaint based on a State’s statute of limita-
tions results in dismissal of a complaint without the inves-
tigation of the merits of the complaint, and is inconsistent
with the Title XI requirement that States assure effective
supervision of the activities of credentialed appraisers.”

3. Consistent and Equitable Enforcement

Absent specific documented facts or considerations,
substantially similar cases within a State should result in
similar dispositions.

4. Well-Documented Enforcement
“Well-documented” means that States obtain and
maintain sufficient relevant documentation pertaining to
a matter so as to enable understanding of the facts and
determinations in the matter and the reasons for those
determinations.

a. Complaint Files

Complaint files must:

* include documentation outlining the progress of the

investigation;

1 Title XI § 1118 (), 12 U.S.C. § 3347.
92 See Appendix B, Glossary of Terms, for the definition of “complaint.”
% Title XI § 1117, 12 U.S.C. § 3346.



b.

RS

7.

demonstrate that appraisal reports are analyzed and
all USPAP violations are identified;

include rationale for the final outcome of the case
(i.e., dismissal or imposition of discipline);

include documentation explaining any delay in pro-
cessing, investigation or adjudication;

contain documentation that all ordered or agreed
upon discipline, such as probation, fine, or comple-
tion of education is tracked and that completion of
all terms is confirmed; and

be organized in a manner that allows understanding
of the steps taken throughout the complaint, investi-
gation, and adjudicatory process.

Complaint Logs

States must track all complaints using a complaint
log. The complaint log must record all complaints,
regardless of their procedural status in the investiga-
tion and/or resolution process, including complaints
pending before the State board, Office of the Attor-
ney General, other law enforcement agencies, and/or
offices of administrative hearings. The complaint log
must include the following information (States are
strongly encouraged to maintain this information in
an electronic, sortable format):

Case number

Name of respondent

. Actual date the complaint was received by the State

Source of complaint (e.g., consumer, lender, bank
regulator, appraiser, hotline)

Current status of the complaint

Date the complaint was closed (e.g., final disposi-
tion by the administrative hearing agency, Office of
the Attorney General, State Appraiser Regulatory
Agency or Court of Appeals)

Method of disposition (e.g., dismissal, letter of
warning, consent order, final order)

C. Summary of Requirements

. States must maintain relevant documentation to

enable understanding of the facts and determina-
tions in the matter and the reasons for those deter-
minations.”

. States must resolve all complaints filed against

appraisers within one year (12 months) of the com-
plaint filing date, except for special documented
circumstances.”

. States must ensure that the system for process-

ing and investigating complaints and sanctioning
appraisers is administered in an effective, consistent,
equitable, and well-documented manner.”

. States must track complaints of alleged appraiser

misconduct or wrongdoing using a complaint log.””

. States must appropriately document enforcement

files and include rationale.”®

. States must regulate, supervise and discipline their

credentialed appraisers.”

. Persons analyzing complaints for USPAP compliance

must be knowledgeable about appraisal practice and
USPAP, and States must document how such per-
sons are so qualified.!?

% Title XI'§ 1118 (a), 12 U.S.C. § 3347.

95 1
9% 14
7 Id.
% Id.
9 14
100 7.
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POLICY STATEMENT 8
Interim Sanctions
A. Authority

Title XI grants the ASC authority to impose interim
sanctions on individual appraisers pending State agency
action and on State agencies that fail to have an effective
Program as an alternative to or in advance of a non-recog-
nition proceeding. In determining whether a Program is
effective the ASC shall conduct an analysis as required by
Title XI. An ASC Finding of Poor on the Report issued to
a State at the conclusion of an ASC Compliance Review
will trigger an analysis by the ASC for potential interim
sanction(s).'”! The following provisions apply to the
exercise by the ASC of its authority to impose interim
sanction(s) on State agencies.

B. Opportunity to be Heard or Correct
Conditions

The ASC shall provide the State agency with:
1. written notice of intention to impose an interim
sanction; and
2. opportunity to respond or to correct the conditions
causing such notice to the State.

Notice and opportunity to respond or correct the condi-
tions shall be in accordance with section C, Procedures.

C. Procedures

This section prescribes the ASC’s procedures which will be
followed in arriving at a decision by the ASC to impose an
interim sanction against a State agency.

1. Notice

The ASC shall provide a written Notice of intention to
impose an interim sanction (Notice) to the State agency.
The Notice shall contain the ASC’s analysis as required
by Title XI of the State’s licensing and certification of
appraisers, the issuance of temporary licenses and certi-
fications for appraisers, the receiving and tracking of
submitted complaints against appraisers, the investigation
of complaints, and enforcement actions against apprais-
ers.!%2 The ASC shall verify the State’s date of receipt, and
publish both the Notice and the State’s date of receipt in
the Federal Register.
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2. State Agency Response

Within 15 days of receipt of the Notice, the State may
submit a response to the ASC’s Executive Director.
Alternatively, a State may submit a Notice Not to Contest
with the ASC’s Executive Director. The filing of a Notice
Not to Contest shall not constitute a waiver of the right
to a judicial review of the ASC’s decision, findings and
conclusions.

Failure to file a Response within 15 days shall consti-

tute authorization for the ASC to find the facts to be as
presented in the Notice and analysis. The ASC, for good
cause shown, may permit the filing of a Response after the
prescribed time.

3. Briefs, Memoranda and Statements

Within 45 days after the date of receipt by the State
agency of the Notice as published in the Federal Register,
the State agency may file with the ASC’s Executive
Director a written brief, memorandum or other statement
providing factual data and policy and legal arguments
regarding the mactters set out in the Notice and analysis.

4. Oral Presentations to the ASC

Within 45 days after the date of receipt by the State
agency of the Notice as published in the Federal Register,
the State may file a request with the ASC’s Executive
Director to make oral presentation to the ASC. If the
State has filed a request for oral presentation, the matter
shall be heard within 45 days. An oral presentation shall
be considered as an opportunity to offer, emphasize and
clarify the facts, policies and laws concerning the proceed-
ing, and is not a Meeting'® of the ASC. On the appro-
priate date and time, the State agency will make the oral
presentation before the ASC. Any ASC member may ask
pertinent questions relating to the content of the oral

191 Imposition of an interim sanction against a State agency may result in
appraisers credentialed by that State being removed from the National Regis-
try on an interim basis, not to exceed 90 days, pending State agency action.

102 1d

193 The proceeding is more in the nature of a Briefing not subject to open
meeting requirements. The presentation is an opportunity for the State to
brief the ASC—to offer, emphasize and clarify the facts, policies and laws
concerning the proceeding, and for the ASC members to ask questions.
Additional consideration is given to the fact that this stage of the proceeding
is pre-decisional.



presentation. Oral presentations will not be recorded or
otherwise transcribed. Summary notes will be taken by
ASC staff and made part of the record on which the ASC
shall decide the matter.

5. Conduct of Interim Sanction Proceedings
(a) Written Submissions. All aspects of the proceeding
shall be conducted by written submissions, with the
exception of oral presentations allowed under subsec-
tion 4 above.
(b) Disqualification. An ASC member who deems him-
self or herself disqualified may at any time withdraw.
Upon receipt of a timely and sufficient affidavit of per-
sonal bias or disqualification of such member, the ASC
will rule on the matter as a part of the record.
(c) Aushority of ASC Chairperson. The Chairperson of
the ASC, in consultation with other members of the
ASC whenever appropriate, shall have complete charge
of the proceeding and shall have the duty to conduct it
in a fair and impartial manner and to take all necessary
action to avoid delay in the disposition of proceedings.
(d) Rules of Evidence. Except as is otherwise set forth
in this section, relevant material and reliable evidence
that is not unduly repetitive is admissible to the fullest
extent authorized by the Administrative Procedure Act

(5 U.S.C. §§ 551-559) and other applicable law.

6. Decision of the ASC and Judicial Review
Within 90 days after the date of receipt by the State
agency of the Notice as published in the Federal Register,
or in the case of oral presentation having been granted,
within 30 days after presentation, the ASC shall issue

a final decision, findings and conclusions and shall

publish the decision promptly in the Federal Register. The
final decision shall be effective on issuance. The ASC’s
Executive Director shall ensure prompt circulation of the
decision to the State agency. A final decision of the ASC is
a prerequisite to seeking judicial review.

7. Computing Time

Time computation is based on business days. The date
of the act, event or default from which the designated
period of time begins to run is not included. The last
day is included unless it is a Saturday, Sunday, or Federal
holiday, in which case the period runs until the end of

the next day which is not a Saturday, Sunday or Federal
holiday.

8. Documents and Exhibits

Unless otherwise provided by statute, all documents,
papers and exhibits filed in connection with any proceed-
ing, other than those that may be withheld from disclo-
sure under applicable law, shall be placed by the ASC’s
Executive Director in the proceeding’s file and will be
available for public inspection and copying.

9. Judicial Review

A decision of the ASC under this section shall be subject
to judicial review. The form of proceeding for judicial
review may include any applicable form of legal action,
including actions for declaratory judgments or writs of
prohibitory or mandatory injunction in a court of compe-
tent jurisdiction.!%4

1045 U.S.C. § 703—Form and venue of proceeding.
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APPENDIX A
Compliance Review Process

The ASC monitors State Programs for compliance

with Title XI. The monitoring of a State Program is
largely accomplished through on-site visits known as a
Compliance Review (Review). A Review is conducted over
a two- to four-day period, and is scheduled to coincide
with a meeting of the Program’s decision-making body
whenever possible. ASC staff reviews the seven compli-
ance areas addressed in Policy Statements 1 through 7.
Sufficient documentation demonstrating compliance must
be maintained by a State and made available for inspec-
tion during the Review. ASC staff reviews a sampling of
documentation in each of the seven compliance areas.

The sampling is intended to be representative of the State
Program in its entirety.

Based on the Review, ASC staff provides the State with an
ASC staff report detailing preliminary findings. The State
is given 60 days to respond to the ASC staff report. At the
conclusion of the Review, a Compliance Review Report
(Report) is issued to the State with the ASC Finding on
the Program’s overall compliance, or lack thereof, with
Title XI. Deficiencies resulting in non-compliance in any
of the seven compliance areas are cited in the Report.
“Areas of Concern”!? which potentially expose a Program
to compliance issues in the future are also addressed in
the Report. The ASC’s final disposition is based upon

the ASC staff report, the State’s response and staff s
recommendation.

The following chart provides an explanation of the

ASC Findings and rating criteria for each ASC Finding
category. The ASC Finding places particular emphasis

on whether the State is maintaining an effective regula
tory Program in compliance with Title XI.The ASC has
two primary Review Cycles: two-year and one-year. Most
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States are scheduled on a two-year Review Cycle. States
may be moved to a one-year Review Cycle if the ASC
determines more frequent on-site Reviews are needed

to ensure that the State maintains an effective Program.
Generally, States are placed on a one-year Review Cycle
because of non-compliance issues or serious areas of
concerns that warrant more frequent on-site visits. Both
two-year and one-year Review Cycles include a review of
all aspects of the State’s Program.

The ASC may conduct Follow-up Reviews and addi-
tional monitoring. A Follow-up Review focuses only

on specific areas identified during the previous on-site
Review. Follow-up Reviews usually occur within 6-12
months of the previous Review. In addition, as a risk
management tool, ASC staff identifies State Programs that
may have a significant impact on the nation’s appraiser
regulatory system in the event of Title XI compliance
issues. For States that represent a significant percentage
of the credentials on the National Registry, ASC staff
performs annual on-site Priority Contact visits. The
primary purpose of the Priority Contact visit is to review
topical issues, evaluate regulatory compliance issues, and
maintain a close working relationship with the State. This
is not a complete Review of the Program. The ASC will
also schedule a Priority Contact visit for a State when a
specific concern is identified that requires special atten-
tion. Additional monitoring may be required where a
deficiency is identified and reports on required or agreed
upon corrective actions are required monthly or quarterly.
Additional monitoring may include on-site monitoring as
well as off-site monitoring.

195 See Appendix B, Glossary of Terms, for the definition of “Areas of Con-

»
cern.



ASC Finding Rating Criteria Review Cycle*

* State meets all Title XI mandates and complies with requirements of ASC

Policy Statements
Excellent o 2-year
* State maintains a strong regulatory Program

* Very low risk of Program failure

* State meets the majority of Title XI mandates and complies with the
majority of ASC Policy Statement requirements

¢ Deficiencies are minor in nature

Good * State is adequately addressing deficiencies identified and correcting them | 2-year
in the normal course of business

* State maintains an effective regulatory Program

* Low risk of Program failure

* State does not meet all Title XI mandates and does not comply with all
requirements of ASC Policy Statements

* Deficiencies are material but manageable and if not corrected in a timely
manner pose a potential risk to the Program 2-year with

additional

monitoring

Needs Improvement . o . .
b * State may have a history of repeated deficiencies but is showing progress
toward correcting deficiencies
* State regulatory Program needs improvement

* Moderate risk of Program failure

* State does not meet all Title XI mandates and does not comply with all
requirements of ASC Policy Statements

* Deficiencies present a significant risk and if not corrected in a timely
manner pose a well-defined risk to the Program

Not Satisfactory 1-year

* State may have a history of repeated deficiencies and requires more
supervision to ensure corrective actions are progressing
* State regulatory Program has substantial deficiencies

* Substantial risk of Program failure

* State does not meet Title XI mandates and does not comply with
requirements of ASC Policy Statements

* Deficiencies are significant and severe, require immediate attention and if

Poor!06 not corrected represent critical flaws in the Program Cont.lnu‘ous
mOnltOl’Ing
* State may have a history of repeated deficiencies and may show a lack of

willingness or ability to correct deficiencies

* High risk of Program failure

*Program history or nature of deficiency may warrant a more accelerated Review Cycle.

106 An ASC Finding of “Poor” may result in significant consequences to the State. See Policy Statement 5, Reciprocity; see also Policy Statement 8, Interim
Sanctions.
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APPENDIX B
Glossary of Terms

AQB Ciriteria: Refers to the Real Property Appraiser
Qualification Ciriteria as established by the Appraiser
Qualifications Board of the Appraisal Foundation setting
forth minimum education, experience and examina-
tion requirements for the licensure and certification of
real property appraisers, and minimum requirements for
“Trainee” and “Supervisory” appraisers.

Assignment: As referenced herein, for purposes of tempo-
rary practice, “assignment” means one or more real estate
appraisals and written appraisal report(s) covered by a
single contractual agreement.

Complaint: As referenced herein, any document filed
with, received by, or serving as the basis for possible
inquiry by the State agency regarding alleged violation of
Title X1, Federal or State law or regulation, or USPAP

by a credentialed appraiser, appraiser applicant, or for
allegations of unlicensed appraisal activity. A complaint
may be in the form of a referral, letter of inquiry, or other
document alleging appraiser misconduct or wrongdoing.

Credentialed appraisers: Refers to State licensed, certi-
fied residential or certified general appraiser classifications.

Disciplinary action: As referenced herein, corrective or
punitive action taken by or on behalf of a State agency
which may be formal or informal, or may be consensual
or involuntary, resulting in any of the following:
a. revocation of credential
b. suspension of credential
c. written consent agreements, orders or reprimands
d. probation or any other restriction on the use of a
credential
e. fine
f. voluntary surrender in lieu of disciplinary action
g. other acts as defined by State statute or regulation as
disciplinary

With the exception of voluntary surrender, suspension or
revocation, such action may be exempt from reporting to
the National Registry if defined by State statute, regula-
tion or written policy as “non-disciplinary.”

Federally related transaction: Refers to any real estate
related financial transaction which:
a) a federal financial institutions regulatory agency
engages in, contracts for, or regulates; and
b) requires the services of an appraiser. (See Title XI §

1121 (4), 12 U.S.C. § 3350.)
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Federal financial institutions regulatory agencies:
Refers to the Board of Governors of the Federal Reserve
System, the Federal Deposit Insurance Corporation,
the Office of the Comptroller of the Currency, and the
National Credit Union Administration. (See Title XI §
1121 (6), 12 U.S.C. § 3350.)

Home State agency: As referenced herein, State agency

or agencies that grant an appraiser a licensed or certified
credential. Residency in the home State is not required.
Appraisers may have more than one home State agency.

Non-federally recognized credentials or designations:
Refers to any State appraiser credential or designation
other than State licensed, certified residential or certified
general classifications, and trainee and supervisor classifi-
cations as defined in Policy Statement 1, and which is not
recognized by the federal regulators for purposes of their
appraisal regulations.

Real estate related financial transaction: Any transac-
tion involving:

a) the sale, lease, purchase, investment in or exchange
of real property, including interests in property, or
the financing thereof;

b) the refinancing of real property or interests in real
property; and

c) the use of real property or interests in property as
security for a loan or investment, including mort-
gage-backed securities.

(See Tite XI § 1121 (5), 12 U.S.C. 3350.)

State: Any State, the District of Columbia, the
Commonwealth of Puerto Rico, the Commonwealth of
the Northern Mariana Islands, Guam, and the United
States Virgin Islands. (American Samoa does not have a
Program.)

State board: As referenced herein, “State board” means a
group of individuals (usually appraisers, bankers, consum-
ers, and/or real estate professionals) appointed by the
Governor or a similatly positioned State official to assist or
oversee State Programs. A State agency may be headed by
a board, commission or an individual.

Uniform Standards of Professional Appraisal Practice
(USPAP): Refers to appraisal standards promulgated

by the Appraisal Standards Board of the Appraisal
Foundation establishing minimum requirements for
development and reporting of appraisals, including real
property appraisal. Title XI requires appraisals prepared by
State certified and licensed appraisers to be performed in
conformance with USPAP.
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