Board of Appraisal

Minutes for meeting held 12/19/2014


FINAL MINUTES OF THE

REGULAR BOARD MEETING
December 19th, 2014

Call to order and roll call 
The meeting was called to order by James Heaslet at 8:30 a.m. 

Those Board members present at roll call: 

Frank Ugenti

Gregory Wessel

Peggy Klimek

James Heaslet, Acting Chair

Jeff Nolan
Gregory Thorell

Mike Petrus, Chair, attended telephonically.
Erik Clinite and Fred Brewster were absent.
Staff Attendance: 

Jeanne Galvin, Assistant Attorney General 

Debra Rudd, Executive Director 

Kelly Luteijn, Staff

After roll call and the Pledge of Allegiance, James Heaslet asked for a motion to approve the minutes for the November 21st, 2014 meeting. Gregory Wessel made a motion to approve the minutes as presented. Frank Ugenti seconded the motion. The motion passed unanimously. James Heaslet recognized Joanna Conde for a call to the public, but she said she did not want to speak now as it was for a special item later on the agenda. There were no other calls to the public.
Initial File Review for Case 3748, Stephanie Gauthier
The Respondent was present telephonically. Frank Ugenti and Peggy Klimek recused themselves from this matter. The Respondent gave an opening statement saying that she had reviewed the matter again and stood by her appraisal after driving the original appraiser’s comparables. She felt the comparables had been superior to the subject. Debra Rudd read the summary.  The Board opened this complaint at the September 19th Board meeting, against the Review Appraiser in consideration of Case 3697 regarding the original appraisal.  The complaint was for non-credible comparable selection. Respondent’s Reply Summary:  The Respondent expanded her search parameters to bracket the gross living area as well as the subject’s dominant features, yet she stayed within the subject’s subdivision versus using properties superior in location, quality or condition. She further explained that she used the “Ratterman method” for her size adjustments versus adjusting for superior location, quality or superior condition. She consulted with peers and the Clients Quality Control Reviewer throughout the entire appraisal process due to the complexity of the report. The subject is a single family residence located in Tucson, and the appraisal has an effective date of December 11, 2013. 

Fred Brewster joined the meeting telephonically.

James Heaslet made a motion to table the review until the Board’s Investigator returns and have the Investigator review the report, not having Tucson MLS and not being able to see what comparables had been available. Jeff Nolan seconded the motion. Jeanne Galvin advised that the staff should have discretion to decide on another Investigator rather than wait until the Staff Investigator returns. James Heaslet amended his motion to allow staff discretion in finding an investigator and Jeff Nolan amended his second.   The motion carried unanimously.
Mike Petrus and Fred Brewster left the meeting. Peggy Klimek rejoined the meeting.
Initial File Review for Case 3746, James Nowak II 

The Respondent was present for this matter. Frank Ugenti recused himself from this case. The Respondent introduced himself. Debra Rudd read the summary. The Complainant is an appraiser who was given a copy of the Respondent’s appraisal when he inspected the subject. He alleged the Respondent did not measure the home but relied on the Assessor’s measurements that are 19% larger. Other inaccuracies included the suburban location (should be urban); the cast iron fireplace is actually a wood burning stove, and the Respondent’s report failed to mention settlement issues in one corner of the home. Additionally, the comparables were in superior areas without appropriate adjustments, and the Income and Cost Approaches were applicable as he found ten rentals in the same neighborhood. The incorrect reporting of the GLA and inappropriate sales resulted in a faulty value conclusion. Respondent’s Reply Summary:  The Respondent admits using the Assessor’s records for the GLA, but believes the assignment type (to remove Private Mortgage Insurance) allowed him to not field measure the home.  In future reports, he will include a comment when the sketch is based upon Assessor’s records.  He refutes the selection of urban for the subject’s location and believes the cast iron fireplace is an acceptable term.  He cannot confirm or deny settlement/structural issues, and provided support for the comparables selected.  He disagreed that the Income and Cost Approaches are relevant for this report, due to the lack of gross rent multiplier data and the older age of the home. The subject is a single family residence located in Tucson, and the appraisal has an effective date of June 2014. 
James Heaslet asked the Respondent if the assignment type was to derive market value. The Respondent said that it was. Mr. Heaslet then asked if the size of the home would have changed market value. The Respondent said that knowing the correct size might have changed the comparables. Peggy Klimek asked if the Scope of Work required him to measure the home. The Respondent said that it did not. The size had been based upon Assessor’s records. Additionally, Mr. Heaslet asked why the Respondent had made no mention of the commercial property across the street from Comparable 3, nor had he put anything in his work file about whether or not there should have been an adjustment for that location. The Respondent stated that he should have probably added commentary. That comparable had been similarly renovated with similar age and was within a mile radius from the subject. In comparison to the other two comparables, he said that it hadn’t appeared to warrant an adjustment. Mountain views were briefly discussed. Mr. Heaslet said that other issues that were brought up were negligible. He further stated that he found USPAP violations 1-1(a) & (b). He asked if there were any prior Board actions for the Respondent. Staff indicated that there was none. Mr. Heaslet discussed a motion for Level I Letter of Remedial action, citing USPAP violations, but without any needed education. He said the Respondent had been sloppy and measuring the house would not have taken two additional minutes; instead, he was relying on Assessor’s information. Ms. Klimek said that the Respondent knew that he should have measured the property. The lender could have taken a loss if it had been over-appraised and they had waived the mortgage insurance.  Peggy Klimek seconded the motion. The motion carried unanimously.
Frank Ugenti returned to the meeting.

Initial File Review for Case 3749, Michael Wright
The Respondent was present. Debra Rudd read the summary. The Complainants are the owners of the home who had the appraisal completed for a reverse mortgage loan. They disagree with the comments about the subject’s location being inferior for its proximity to Phoenix International Raceway. Additionally, they believe the reported livable area is inaccurate, and disagree with the comparable selection, as well as the value on this appraisal. Furthermore, they do not understand how the digitized signature can be accepted by the mortgage company. Respondent’s Reply Summary:  The Respondent explained he changed the value of the original appraisal at $492,000 to $539,000 when the owner rebutted the original appraisal, and he discovered a better sale. He supported his location adjustment with paired sales and provided additional information about the comparable selection.  He relied upon his measurements of the home and reported his digital signature was used on all three versions of the report, noting it is password protected.  The subject is a single family residence located in Goodyear, and the appraisal has an effective date of August 2014.

The Respondent felt that he had done a credible appraisal and had tried to do his best work. He noted the house had been relisted at $565,000 for the past 54 days and said his research showed that the average days on market was 41 days for similar properties when they sold. Frank Ugenti asked about his change in value and why he hadn’t identified the better comparable initially. The Respondent stated that his primary source for comparable searches is the ARMLS. That sale had shown as “Canceled” in the MLS. He had only gone back three months in his search of the secondary source. If he had gone back further on his secondary source, he would have seen that comparable sale. So, when they presented the sale, he had agreed that it was a better sale. He had researched it, called the Realtor and verified that it had closed and then had included it in the report, changing the value.  Mr. Heaslet said that he had researched land sales and had seen a huge disparity between the subject’s home which is in an open desert area near the race track and the more established subdivision of Sarival Gardens which had the $785,000 home that the homeowners had wanted to compare to their home. Although they may be similar homes, he said the locations are vastly different. Mr. Ugenti asked the Respondent if he had called Realtors on any of the comparables. The Respondent said that he had. On the sale for $785,000 the agent had indicated that the house was “great”, so he didn’t get any substantial information on that house. Mr. Ugenti asked about his location adjustments and how he had supported them. Mr. Wright said that he had looked at sales of similar homes (not necessarily similar to the subject, but similar to each other) for the racetrack location adjustments to determine if there was a necessary adjustment. He said he had included those in the appraisal file. There was a discussion about workfiles and how the Respondent compiles them. Mr. Ugenti said that his commentary on the research about the sound decibels citing a federal source showed good diligence that a lot of appraisers would not have included. He asked the Respondent how he had determined a $43,000 short sale adjustment for Comparable 4. The Respondent said he had determined that there was a percentage of difference for short sales in the area after researching sales that were and were not short sales. He asked about the Respondent's conversation with the Realtor on that comparable. The Respondent said that he had discovered the comparable had fallen out of contract several times, leading to it having been on the market for a long period. Mr. Ugenti said that he doesn’t see many short sale adjustments and didn’t see in the Respondent’s workfile where the data was that led to that adjustment. The Respondent stated that it might not be part of his workfile. Mr. Ugenti stated that this was a ‘Best Practices” item, but it didn’t look supported. Mr. Ugenti also asked about how he had reconciled his value with such a large range. Mr. Wright discussed weighted analysis. Mr. Wright shared an entry from his workfile that showed his analysis. Peggy Klimek said that his comparable selection process was not an issue for her, but she felt that his workfile should have been produced at the time of the report. Mr. Ugenti stated that USPAP says that you just have to be able to recreate the workfile. His concern was if the adjustments were properly supported, especially the short sale adjustment, and that needs to be communicated to the reader. He also stated that the Respondent had done the best he could on a tough assignment, but it should have been supported better. Mr. Heaslet said he was considering a Level I Letter of Concern. Mr. Ugenti spoke about the Respondent’s adjustments and said that the only one of significance that concerned him was the short sale adjustment. He further stated that considering the range, value and what the appraiser had to work with in this market, he did not believe harm had been done to the public; so he was weighing that as a mitigating factor. Jeff Nolan said he was leaning towards dismissal; that it was 'Best Practices'. The percentages matched what he had stated in his reconciliation, and he had a great market extraction on his site value. Mr. Ugenti stated that there was a USPAP violation for not properly supporting adjustments. Mr. Heaslet retracted his motion. Gregory Wessel made a motion to dismiss. Peggy Klimek seconded the motion. The motion passed 5-Ayes; 1-Nay (Frank Ugenti). 

Formal Hearing for Case 3354, Donna Hastings
The Formal Hearing started at 9:26 a.m., although it had been scheduled for 9:00 a.m. The Respondent was not present and was not represented by an attorney. James Heaslet read the Introduction to the Formal Hearing and Board members introduced themselves. Jeanne Galvin presented an opening statement with the facts of the case and then called her first witness, Debra Rudd. Ms. Galvin moved to enter the State’s Exhibits into evidence, and Mr. Heaslet accepted the State’s Exhibits as entered. After hearing the evidence in the case, Frank Ugenti made a motion to accept the Findings of Fact as presented.  Gregory Wessel seconded the motion. The motion passed unanimously.  Gregory Wessel made a motion to accept the Conclusions of Law as presented. Frank Ugenti seconded the motion. The motion passed unanimously. Frank Ugenti made a motion for Revocation. James Heaslet seconded the motion. Jeff Nolan brought up the possibility of closing the case without prejudice, since she had let her license lapse, to be opened again, and probation reinstated if she should renew her license in the future. He said that the Board had done this in prior similar cases. Mr. Heaslet stated that the case had been ongoing since 2011. Ms. Galvin stated that prior cases with a case before the Board when the person had left the profession, and the case was closed were distinguished from this case. In this case, a Formal Hearing had been held in which the complaint was adjudicated, and there were Findings that she had exhibited unprofessional conduct. In addition, Ms. Hastings had, in July of this year, submitted a several page response saying that she was now in the financial position to comply and that she would comply, but she did not. So, it is the State’s position that this is a different circumstance for prior cases. Frank Ugenti summarized that the Board had been asking her to complete a 15-hour USPAP with exam, six appraisal samples and a mentor for a six month period. The probation with mentorship had been extended an additional six months when Ms. Hastings had asked the Board to consider that possibility. Ms. Galvin stated that the Respondent did not participate in the Formal Hearing, nor did she participate in the hearing where they considered her response. Mr. Heaslet stated that the Board does not revoke licenses easily. 

A roll call vote was taken: 

Frank Ugenti-Aye, Gregory Wessel-Aye, Peggy Klimek-Aye, James Heaslet-Aye, Jeff Nolan-Nay, Gregory Thorell-Aye. The motion carried 6 – 0.
Initial File Review for Case 3735, Peter Siebrand
The Respondent was present. Debra Rudd read the summary. The Complainant is the seller was upset that the Respondent was 15 days late on the appraisal assignment, and the value was extremely below the fair market value and the buyer’s offer at $280,000.  The appraiser requested information that had already been provided to him at the inspection, and he did not take into consideration the improvements made to the home.  The low value and late report cost the seller time, money and quality of life that will have a negative impact for years to come. Respondent’s Reply Summary: The Respondent reported that he used four sales and two listings as comparables to bracket the subject sales price.  He maintains adjustments were reasonable and explained.  He invoked Tidewater for this VA loan after inspecting the subject property and noting the upgrades to the property.  He provided a timeline related to the assignment, along with attempts to obtain information on the leased solar system. Two minor corrections had been requested, and the revised reports were uploaded the same day.  The subject is a single family residence located in Goodyear, and the appraisal has an effective date of August 2014. 

The Respondent felt that the delay had aggravated the seller who was upset, not only with the report and the delay, but when the value did not come in at the anticipated price. There was discussion about the value and reporting of the subject’s leased solar system. The Respondent could not find sales to show the value, so he tried to look at it in terms of the savings, with regard to the lifetime of the system. Mr. Heaslet said that he looked at sales in the area, and he didn’t see how value would have come in any higher than the Respondent’s value. The subject is one of the larger homes in the area, but it may 'tiptoe along the line' of super-adequacy. He also stated that the owner was upset with not getting back the money he had put into the home, but he said that if everything was dollar for dollar in improvements there wouldn’t be a need for appraisers; it’s about understanding market value, not cost. Mr. Heaslet made a motion to dismiss. Peggy Klimek seconded the motion. The motion passed unanimously.
Application Review Committee

James Heaslet reported to the full board the recommendations as shown at the end of the minutes. He made a motion for approval of the Committee’s recommendations. Frank Ugenti seconded the motion. Mr. Heaslet indicated that Robert Oglesby and Amanda Herbert were present at today’s meeting. Mr. Ugenti asked if the Board could consider the files to be tabled in the recommendations and change the recommendations. Jeanne Galvin said that they could. Mr. Heaslet retracted his portion of the motion to table the two files for Amanda Herbert (AR 12430) and Dominik Spaleta (AR 12450). Frank Ugenti seconded the motion, and it passed unanimously.

Amanda Herbert and her supervisor Robert Oglesby were present. Mr. Heaslet mentioned that Ms. Herbert had not attended the Application Review Committee. She apologized for not having attended, but said she had misinterpreted the correspondence. Mr. Heaslet said it was not a requirement, but when there are issues with a report, it does help to be able to ask questions and understand the appraiser’s thinking. Frank Ugenti questioned the applicant about comparable selection, especially leaving the market area. The applicant and her supervisor answered questions to the Board’s satisfaction. Mr. Heaslet made a motion to accept the applicant. Frank Ugenti seconded the motion. The motion passed unanimously. 

Mr. Heaslet then made a motion to table Dominik Spaleta. Peggy Klimek read some of the issues that needed to be addressed in her report. Frank Ugenti seconded the motion. The motion passed unanimously.
Initial File Review for Case 3730, James Osgood 

The Respondent was present for this matter. Debra Rudd read the summary. The Complainant is the Homeowner who believes the Respondent has not supported nor given enough credit for the subject’s upgrades and remodeling. The contract price of $214,000 would have been supported if the Respondent had researched the market area and educated himself on remodeled homes.  The Complainant believes buyers are willing to pay more than $5,000 for the subject’s condition as compared to the comparable sales. Respondent’s Reply Summary:  The Respondent stated there have been no sales over $200,000 in the prior six months of homes without a pool in the subject’s market area. He supported his condition adjustment, using Sale 1 as a paired sale for the comparable sales, and refuted the additional sales offered by the Complainant as being more similar to those used in his report. He acknowledged an adjustment should have been made to Sale 2 for its location on a feeder street, but maintains the other comparable sales were appropriately adjusted.  As this appraisal was for a VA loan, the Tidewater Initiative was exercised. The VA reviewed the value reconsideration package that was filed by the listing agent and found it did not warrant an increase in the value. The subject is a single family residence located in Mesa, and the appraisal has an effective date of July 2014. 
James Heaslet noted that the Realtor had provided the Respondent with sales to consider and said that the Respondent had used two of them. The Respondent concurred. Mr. Heaslet said that he did not see any sales to support the value. He asked if the homeowner was the agent. The Respondent said that there appeared to be a relationship between the Realtor and the homeowner. Mr. Heaslet said he did not have much to say about the report, other than Comparable 3, which had been provided to the appraiser by the Realtor, did not seem to be similar to the subject. He noted that the Respondent had adjusted for the differences. Mr. Heaslet also noted a sale that had sold for $252,000 that was brought to light by the Realtor, but he didn’t have a lot on which to criticize the Respondent. Peggy Klimek said that the Respondent had supported all of the adjustments. James Heaslet made a motion to dismiss. Peggy Klimek seconded the motion. The motion passed unanimously.
Initial File Review for Case 3745, Carolyn Stewart
The Respondent was present for this matter. Debra Rudd read the summary. The Complainant is one of the owners of the property that is subject of a divorce case.  She alleged the Respondent submitted an over-inflated appraisal of the property with her testimony in July that the property is worth between $380,000 and $390,000.  The Complainant supported her opinion with the sale of a property across the street that sold for $323,000. She believes inaccurate information had been given, and that the Respondent claimed to have a relationship with the opposing attorney.  She did not receive a copy of the appraisal. Respondent’s Reply Summary: The Respondent disagrees with the Complainant's allegations and believes her report is fair and supported.  She offered a pending sale that subsequently closed at $425,000 as further support for her value at the time of her testimony on July 29th. She disputed the sale across the street is comparable as it is 400 square feet smaller than the subject and inferior in condition. She denied stating she had a relationship with opposing counsel, and provided an audio copy of the proceedings as evidence. She did not give a copy of the appraisal to the Complainant as she was not her client. However, she noted that a copy could have been obtained from her attorney as it was evidence in the trial.  In closing, the Complainant’s false accusations have been time-consuming and upsetting to the Respondent in both her professional and personal life. The subject is a single family home located in Flagstaff and was a restricted appraisal report. The appraisal has an effective date of February 2014. 

The Respondent introduced herself. She commented that she felt that the Complainant was upset at how the divorce turned out, and she was taking it out on her. Mr. Heaslet stated that the Respondent’s work file was properly dated and printed off from the time that the testimony took place. He said she had done a lot of due diligence for the report and felt that it was credible and that she had done what had been needed in order to give her testimony. He further stated that he did not have any issues with the report and made a motion to dismiss. Jeff Nolan seconded the motion. The motion passed unanimously. 

Initial File Review for Case 3747, Mark Anderson
The Respondent was present at this meeting. Debra Rudd read the summary. The Complainant is the owner who is upset that the value came in $10,000 below the price paid when it was purchased in 2009. Since that purchase, over $90,000 in improvements had been completed, including updating the guest house to allow it to be a “legally permitted rental”.  The Respondent sent an objectionable email to the Realtor, who ordered the appraisal in response to her request for his consideration of additional data. Respondent’s Reply Summary:  The Respondent provided several emails in his workfile prior to accepting the assignment including responding to the Realtor’s request that “an appraisal (be completed) rather than pure dependency of market behavior” could not be done. He also explained the Income Approach would not be included. There is no evidence the guest unit is specifically permitted as a rental, but permits were obtained for the refurbishing. He maintains the Income Approach was not relevant for this report due to a lack of Gross Rent Multiplier information. He apologized to the Realtor for the offensive email and believed the client had unrealistic expectations about the value. The subject is a single family home with a guest house or a duplex located in Yarnell. The appraisal has an effective date of September 2014. 

Mr. Anderson made an opening statement. He said his primary contact was the Realtor. He had never met the homeowner. He explained that he is a Rotarian and had written a grant to restore the water system in Yarnell. The agent is involved with the Water District. Therefore, he said he had a relationship with the Realtor prior to the assignment. Frank Ugenti asked if that was his explanation for the offensive email communication. The Respondent said it was “email-talk”. Mr. Ugenti stated that the Board doesn’t regulate that, but asked the Respondent to keep in mind that he represents the profession, and he should do so using the highest standards. Mr. Anderson said he certainly wouldn’t communicate in that way again. About the report, Mr. Heaslet said the biggest concern was the auxiliary or rental unit. In tax records, it clearly says it is approved to be a rental unit. The question is whether it is a single family home with in-law quarters or a duplex. The Respondent said that it was not zoned for a duplex. The Respondent said he wasn’t considering the Income Approach for the report, and he made an assumption that it was approved as a rental unit. He had been working in Yarnell for ten years and said that it is not known as an investor area. He also said he did the Internal Rate of Return and considered it mentally and felt that it would have come in less than the way that he had done it using the Sales Comparison Approach. Mr. Ugenti and Mr. Heaslet asked the Respondent questions about who the client was and how the client had been indicated in the report. The Respondent said that the client was the owner and was mentioned by name further in the report as the Intended User. Mr. Ugenti then asked if it had been defined that he would be doing an Income Approach for the report. The Respondent said that it had been determined in advance that there was not going to be enough information for the Income Approach. Peggy Klimek asked questions about the rental information in the report. The Respondent stated that the information was in the workfile. He had appraised another home with a guest house unit and explained the weighted analysis he did to come up with the amount. The Respondent said that he did his best with what he had to work with, in terms of the market. He understood what the owners paid for the property in 2009. He mentioned that since the fire in Yarnell, in June 2013, it has been tough to figure out what is going on there with property values. The Respondent said that Yarnell has summer rental and seasonal work. The rental market is 'hit or miss'. Mr. Heaslet asked if it would have been relevant if there had been rental data to be obtained and asked if there were another community from which he could have obtained data. The Respondent said that if there had been investment opportunities, he would have taken them into account. Gregory Wessel and the Respondent described the unique attributes of the community. Mr. Heaslet asked if any of the Board members had seen USPAP violations in the report. The Board members indicated that there was none noted. Frank Ugenti made a motion to dismiss. Peggy Klimek seconded the motion. The motion passed unanimously.
Initial File Review for Case 3734, Lyle Gallagher
The Respondent was not present for this matter. Debra Rudd read the summary. The Listing Agent is the Complainant who disputed the Respondent’s livable area (90 square feet different than Assessor’s records); room count does not include bathroom in guest house; no consideration of recent backyard upgrade or 600 bottle chilled wine cellar.  The agent noted all of the comparable sales used in the report were not in gated subdivisions similar to the subject. He does not believe the subject property has declined in value by $420,000 from the last appraisal completed in 2012 by a different appraiser. He further believes the appraiser averaged the adjusted values of Comparables 1 through 3 to arrive at the $1,830,000 value for the subject, but if he had included Comparables 4 and 5 the value would have been much higher ($1,988,540). Two additional sales were provided by the Complainant as support. Respondent’s Reply Summary: The Respondent reported that he relied upon his measurements for the subject’s livable area and accurately reported the bathrooms, upgrades, and amenities. The two additional sales either sold after the date of value or were too small to be considered comparable. The Respondent refutes averaging the adjusted sales prices of the comparables and places most weight on Comparable 2 for its smallest net adjustments. He believes his value was supported by the best available comparables at the time and requests the Board dismiss this frivolous complaint related to a difference in opinion of value. The property is a single family home in Phoenix with an effective date of the appraisal of July 2014.

 Board members discussed the Respondent’s exclusion of the Cost Approach when there are land sales available; appraising in Arcadia regarding land values; and the Respondent’s comparable selection. Frank Ugenti made a motion to invite Respondent for an Informal Hearing to answer some questions. James Heaslet seconded the motion. The motion passed unanimously.
Initial File Review for Case 3737, Robert Miller

The Respondent was not present for this matter. Debra Rudd read the summary. Complaint Summary:  The Complainant paid the Respondent $300 to complete an appraisal on three new built homes. Although he promised to have the job done by August 13th, he did not.  He requested his money be refunded. Respondent’s Reply Summary: The Respondent reported that he had refunded the fee to the Complainant. The property is a single family home. The appraisal was not completed.
Board members discussed the chain of events that included the ordering of the report through the repayment of the fee by the appraiser. Frank Ugenti made a motion for a Letter of Concern. Gregory Thorell seconded the motion. The motion carried with 6-ayes and 1-nay (James Heaslet).
Initial File Review for Case 3738, Christine Kelsey-Gray
The Respondent was not present for this matter. Frank Ugenti recused himself from this case. Debra Rudd read the summary. Complaint Summary:  RELs Appraisal Management Company had a field review completed with the following findings: The subject is a new custom built home on acreage in a rural area with limited sales. Comparables used in the report are approximately 75 miles away in Tucson. Minimal adjustments for location differences are not supported. The top end sales in Sierra Vista are around $500,000 to $600,000 but were excluded from the report. The report fails to address the subject as an over-improvement for its area. More similar sales were found and used in the field review, resulting in a lower value. The inclusion of the non-competing sales in the Tucson area resulted in a misleading report with egregious errors in methodology and process. Respondent’s Reply Summary:  The Respondent disagrees with some of the comments made by Tim O’Brien, a RELs employee, referring to her possible connection to the homeowner in one of the emails submitted with the complaint.  She disputes the second appraisal completed on this property as the land values were not accurate in her opinion, and offered as support a recent one acre sale as support for her site value.   She cited the location of Ramsey Canyon as a unique area, renowned for its birding conservatory.  In summary, she believes she has not violated USPAP in her appraisal. The property is a single family home located in Sierra Vista with an effective date of the appraisal of June 2014. 

James Heaslet made a motion in light of new information that had just been provided by the Respondent and further stated that he had found several errors. His motion was to send the report to an Investigator. Peggy Klimek seconded the motion. The motion passed unanimously.
Frank Ugenti returned to the meeting.

Initial File Review for Case 3750, Lisa Law

The Respondent was not present for this matter. Debra Rudd read the summary. The Complainant is the homeowner who had the appraisal completed for PMI removal. He disagrees with the comparable selection and believes the value of his home is much higher than on this appraisal. He believes the appraiser is committing fraud in order to please the lender. Respondent’s Reply Summary:  The Respondent denies any allegations of fraud, explained and defended her comparable selections, and refuted any connection with the lender, Green Tree Servicing. Although she had communicated with the homeowner how to go about asking for a reconsideration of value, she received no requests from the client/lender. The property is a single family home in Tucson with an effective date of appraisal of July 2014.

James Heaslet stated that the only issue he had with the report was that she indicated a comparable that the Complainant said that she missed in her rebuttal. He also said that it just appeared to have fallen out of her search parameters. There was discussion about whether or not the comparable would have made a difference in the value. Frank Ugenti said that he didn’t see any USPAP errors. There was one sale that potentially could have been used that was not part of the identified search parameters based on the features of the home. Peggy Klimek said that the Respondent had commented on a conversation with the borrower about the comparable. It appeared that she had been willing to reconsider the comparable, and she had informed the borrower how to go about requesting the reconsideration from the lender; however, she was never contacted by the lender. James Heaslet made a motion for dismissal. Gregory Wessel seconded the motion. The motion passed unanimously.
Initial File Review for Case 3751, Rachelle Sogn

The Respondent was not present for this matter. Staff informed the Board that the Respondent had attempted to contact staff to be able to attend telephonically. James Heaslet made a motion to table the Initial until January. Peggy Klimek seconded the motion. The motion passed unanimously.

Report by Assistant Attorney General

The Assistant Attorney General reported her assignments are up to date. 

The Executive Director report:

There were six complaints filed in the past month and two response due dates were extended. Additionally, Ms. Rudd reported that she had not had success yet trying to get the increased fees bill sponsored. She has one meeting scheduled with Kate Brophy-McGee to see about helping the Board get a sponsor. Ms. Rudd said that, although time is getting short, it is tough getting meetings scheduled with the legislators’ limited office schedules this time of the year. Ms. Rudd also talked about the Volunteer Audit education program which began this year. She said that there had been 15 classes audited in 2014 from six different education providers: Phoenix Chapter of the Appraisal Institute had one class; Appraisal Institute had three; Hogan School had two; Columbia Institute had three, Kinja-Hagar Institute had two; AASC had two; Arizona School of Real Estate and Business had one and McKissock had one class audited. She said that overall she had gotten positive feedback on the courses; with a few minor glitches with some of the classes. She also felt that the education providers benefited from getting noticed that there were a few issues with their classes. Ms. Rudd further stated that the Appraisal Foundation had put out a request for proposal for an interview-type, web-based solution to incorporate USPAP guidance for the benefit of existing and future generations of appraisers. Ms. Rudd stated that Arizona currently has 2,088 active appraisers; 98 non-resident temporary; 324 property tax agents, down from 341 in December 2013 and 385 in Dec 2012. She also said that there are 169 registered AMCs; 16 Designated Supervisor Appraisers that have gone through the process of putting through their application. As of today’s approval of Application Review, there are three registered trainees who met the administrative requirements.
New Business, Item A, Relating to the course approvals for education submissions

James Heaslet spoke to the discussion, consideration and possible action regarding approval of appraisal courses, course providers, and education requirements (see proposed courses attached at the end of this agenda). James Heaslet made a motion to approve all of the education shown on the agenda. Frank Ugenti seconded the motion. The motion passed unanimously.
New Business, Item B
James Heaslet spoke to the discussion, consideration and possible action relating to holding a special Board meeting later in December to accommodate any late applications. He stated that he had requested this to make sure that the Board is not looked on as not having tried to help applicants get through before the 2015 requirements. He asked if we knew of anybody who might be trying to make a last-minute submission. Ms. Rudd stated that staff was not aware of anyone. Frank Ugenti said that the applicant that had been tabled had a four-year degree, so the Board was not acting as a barrier for anyone trying to enter the profession. He asked if anyone tried to make a last-minute submission, would the members be willing to attend a last-minute telephonic meeting. Frank Ugenti said that it would also depend on when Board staff was available, since there were only so many business days left in the year and also if the testing centers would have seats available. Ms. Rudd reminded the Board members that there are very few testing dates available, due to the holidays. They really needed to have them scheduled today. The testing centers are also trying to make staffing decisions on what is needed. In addition, applicants have needed to take the test two to three times to pass. Ms. Rudd indicated that she wanted to check to see if testing centers have any seats available before they schedule any special Board meetings. James Heaslet asked about giving notice of 48 hours prior to Board meetings and that notice needed to occur over business days. Jeanne Galvin said that they could go straight to a special Board meeting and bypass committee.
Future meetings

James Heaslet said that this would be his last Board meeting. His term would be up on January 19th. Debra Rudd also stated that two of the Board members have terms expiring in January and those two, Erik Clinite and Gregory Wessel, would need to reapply to be reappointed to the Board, as Boards and Commissions is recommending. She said they could sit until replaced or reappointed. The Board meetings for 2015 are scheduled on the third Friday of each month, unless something comes up. Application Review Committee meetings are typically the day before the Board meetings. The next board meeting will be held on January 16th. The Application Review Committee will be held on January 15th at 9:30 a.m.
The meeting then recessed for lunch at 11:48 a.m., noting their return at 1:12 p.m. 

Informal Hearing for Case 3728, Brian Scott
The Respondent was present for the Informal Hearing. Mr. Heaslet asked if the Respondent had received a copy of the Investigator’s Report. The Respondent said that he had. Frank Ugenti gave a summary of the case. The Board members and staff introduced themselves. Mr. Heaslet read the introduction to the Informal Hearing. The Respondent was sworn in. 

The Respondent stated that, after reading through the Investigator’s Report, he had discovered several things that he had done incorrectly. He stated that he should have done a better job of measuring upstairs. He confused Comparables 1 & 2 and a third that was not included in the report. He said he was not sure what the reason for that was. He said the address for Comparable 2 was incorrect, although the rest of it was correct. He said the lot size for Comparable 2 was correct if he had given the correct address, which he said should have been 780 E. 79th Street. Frank Ugenti clarified that the address for Comparable 2 was not correct, but the data sources and verifications sources were accurate for the comparable that he was trying to use. The Respondent said that they were. The Respondent said that 8618 S. Mohawk was a comparable sale that he had considered, and that had sold for $155,000; this is where he believes that the sale price for Comparable 1 had come from, but that was all the information he had used for that comparable. He made no excuses for his errors. Mr. Heaslet asked about the Comparable 3 in Copper Canyon, an established neighborhood. The Respondent said that he had included that comparable because it was a two-story home, although he agreed that it was not an ideal comparable due to the GLA and bathroom count. He was looking to bracket features. Mr. Ugenti asked about his research for a two-story comparable and how far back he had gone in his comparable search. The Respondent said he started at six months and had gone back from there. Mr. Ugenti asked about a $4,000 adjustment used in the comparable grid. Mr. Scott said that was for the curbs and sewer. Mr. Ugenti stated that Mr. Scott had tried to identify the difference in value for those subdivision amenities. Peggy Klimek and James Heaslet asked about his site size adjustments. Mr. Scott said it was a superior location, similar value lot for 1219 W. Chaparral. Mr. Heaslet asked if there was any commentary about that in the report. Mr. Scott said there was not, just the size. Mr. Ugenti asked if there was anything in the Investigative Report that the Respondent didn’t think was accurate. The Respondent stated that the sale prices for Comparables 1 and 2 were just confused. Mr. Ugenti stated that the result was not a credible report due to the incorrect comparables, the site adjustments, and Comparable 3 not being comparable. He did say that he appreciated the Respondent's candor and his professionalism. Mr. Ugenti asked staff if there were any prior Board actions for the Respondent. Staff said there was none. Mr. Ugenti said there was not an issue with ethics, just a lot of small mistakes. Mr. Heaslet said in such a small town; you don’t have a lot to work with, although he agreed that Comparable 3 should not have been used. He also agreed there were numerous errors in the report. The Respondent reminded the Board that he had offered to go back and re-measure the property when the borrower originally complained about it, but he had not been given an opportunity to do so as the borrower was out of town. Ms. Klimek asked the Respondent if this report was reflective of his work and the Respondent said it was not. Mr. Ugenti asked how often he works in that market. The Respondent stated that he works in the area daily. Mr. Ugenti said he was looking for level 3 since credibility was affected. He asked about his recent continuing education. The Respondent said he had learned a lot from this process.

Mr. Ugenti motioned for a level 3 Consent Agreement; no need for probation or mentorship. He didn’t care to see a log of his work. In terms of education, he would like for Mr. Scott to attend three Board meetings in next six months. Mr. Heaslet suggested two meetings since he is coming from Safford. Mr. Ugenti agreed that since he had already attended two for this complaint, he would agree with two. 15 hr USPAP tested with 7-hour report writing; six months to complete, no continuing education credit for the courses. For the Board meetings, a minimum of three hours in the morning would be required. Gregory Thorell asked why it would be a level 3 since there is no Ethics cited. Mr. Ugenti said that it was due to Competency. Jeanne Galvin said the motion can have a level 3 if it is not Ethics, but if it is Ethics, it has to be at least a level 3. James Heaslet seconded motion. The motion carried with 4-ayes and 2-nays (Jeff Nolan and Peggy Klimek).
Informal Hearing for Case 3703, Robin Silberman 
The hearing began at 1:40 p.m., although it had been scheduled for 1:30 p.m. The Respondent was present for the Informal Hearing. James Heaslet read the opening statement and introductions by the members of the Board were made. The Respondent introduced herself and was sworn in. 

Peggy Klimek asked about the adjustments the Respondent had made for the Crystal Ridge audited report. Comparable 1 backs a golf course, and she said it was the basis for commentary in the report. Respondent said that it was an error. Ms. Klimek said that it was pretty major since it led to all of the other errors in the report. Also, Comparable 4 had a panoramic ‘Four Peaks’ view and of the fountain. Ms. Klimek stated that she thought that was a pretty big miss. Ms. Klimek said that she also saw the same trend in the other reports, like in the Windrose report. She further stated that she didn’t see a lot of analysis in the reports. Additionally, Ms. Klimek stated that the Respondent hadn’t made an adjustment on the Doubletree file for audit that backs the reservation. She stated that the Respondent had stated that she lives in that community, and she knew that there was a value to that location. The Respondent said she had not had any way of justifying an adjustment even though she had gone back over a year. There was discussion about how else you can justify an adjustment, using other means. James Heaslet said that the Board hoped that they would see support with the audited files but that it looked like these weren’t one-time issues. He stated that the Board was seeing a trend. Mr. Heaslet started to form a motion. The Board discussed complex properties but noted that the reports she did were not complex. Mr. Ugenti recommended that she request the audio and listen to what the Board members are saying; to educate herself and come out a better appraiser. Mr. Ugenti said that the challenge he is seeing for the Respondent is identifying appropriate comps. Mr. Heaslet made a motion for a level 3 Consent Agreement, citing the USPAP violations in the report. Six months of probation with mentorship, after which the Respondent would supply a log with from which the Board can choose six reports.  Education: 15-hour Basic Appraisal, 7-hour Sales Comparison Approach, in person. One additional Board meeting (a minimum of three hours) in the next six months. Ms. Klimek asked the Respondent why she thought she had missed these issues. Ms. Silberman stated that she needed to slow down. She commented that she had not received any revision requests from the lender. Mr. Ugenti seconded the motion. The motion carried unanimously. 

The meeting then adjourned at 2:06 p.m. 
EDUCATION 

December 19, 2014

I.   Submitted Education


A.
Continuing Education – New – Not AQB Approved


American Society of Appraisers



 a. RP401 Allocating Components of Going Concerns Appraisals, 27 hours 


    L. Deane Wilson, Robert Schlegal


Arizona School of Real Estate & Business


 a. Arizona Contract Law & New Home Construction, 3 hours 



Christopher Charles, James Duke, William Gray, Randy Helfman, Kevin McClure, Christopher McNichol, Leslie Meyers,       
Ronald Schilling, Richard Turkian, William Kozub


b. Arizona Law & The Home Builder, 3 hours 


Christopher Charles, James Duke, William Gray, Randy Helfman, Kevin McClure, Christopher McNichol, Richard Turkian, William Kozub


c. Disclosure Obligations & Construction Defects, 3 hours 


James Duke, William Gray, Randy Helfman, Kevin McClure, Leslie Meyers, Marlene Olsen, Richard Turkian, William Kozub, Diane Kotula, Thomas Denny


d. New Home Construction Legal Issues, 3 hours 


 James Duke, William Gray, Randy Helfman, Kevin McClure, Richard Turkian, William Kozub, Christopher Charles, Christopher McNichol


e. The Illustrated Process of Home Building, 3 hours 


James Duke, William Gray, Randy Helfman, Kevin McClure, Thomas Denny, Richard Turkian


SEEC, LLC



a. Introduction to Residential Green Building & Competency, 4 hours 


Fiona Douglas-Hamilton

II.   By Consent Agenda


A.
Continuing Education – Renewal - Not AQB Approved


Arizona School of Real Estate & Business


a. Commercial Contract Writing, ABA#0306-515  3 hours 



Earl Cass, Joe Chandler, Shelly Cramer, William Gray, Christopher McNichol, Don Miner, Roy Morris, Jeff Pitcher, Dave Rider, Richard Turkian, Jon Willis, Kevin McClure, Randy Helfman


b. How Appraisers Develop Capitalization Rates, ABA# 1213-1237 4 hours 



Jacques Fournier, Kathleen Holmes, Howard Johnson, Gretchen Koralewski, Ron Schilling, Richard Turkian, Aaron Warren, Jeremy Johnson, Kevin McClure


c. Loan Fraud & Other Factors Impacting Residential Real Estate, ABA# 0407-627 3 hours


Earl Cass, William Gray, Bill Iannelli, Jeremy Johnson, Don Miner, Roy Morris, Dave Rider, Ron Schilling, Jon Willis, Fletcher Wilcox, Kevin McClure, Sherry Olsen, Steve Lines, Gary Smith


Calypso Continuing Education



a.

Environmental Hazards Impact on Value, Distance Education, ABA# D0112-1144 7 hours


Francis Finigan


Hogan School of Real Estate



a.
Foreclosure Basics for Appraisals, Distance Education, ABA# D1211-1049 7 hours


James Hogan


b. 
National USPAP Update 2014-15, ABA# 1213-1239 7 hours


Roy Morris III


B.
 Continuing Education – Renewals –AQB Approved


Arizona School of Real Estate & Business


 a.
Appraisal Review of Residential Properties, Distance Education, ABA# D0114-1248 7 hours



Timothy Detty


b.
Green Residences and Appraisals, Distance Education, ABA# D0114-1249 7 hours



Timothy Detty


c.
Methodology and Application of Sales Comparison, Distance Education, ABA# D0114-1250 7 hours



Timothy Detty


d.
National USPAP Update 2014-15, ABA#1213-146 7 hours 



Roy Morris, Ron Schilling, Jeremy Johnson, Howard Johnson


Mesa Community College



a.
National USPAP Update 2014-2015, ABA$1113-1230  7 hours


Joanna Conde


C.
Qualifying Education – New – AQB Approved

 Arizona Appraisers State Conference (AASC)


 a.
Statistics, Modeling, and Finance, 15 hours 




Joanna M. Conde


 D.

Qualifying Education – Renewals –AQB Approved


Arizona School of Real Estate & Business


a. Mastering Unique and Complex Property Appraisal, ABA# 0208-734-10  20 hours 



Roy Morris, Ron Schilling, Aaron Warren, Jacques Fournier, Howard Johnson, Cameron Palmer, Jeremy Johnson, Kevin McClure, Gretchen Koralewski 


b. National USPAP 2014-15, ABA# 1213-1241-03   15 hours 




Roy Morris, Ron Schilling, Jeremy Johnson, Howard Johnson


Mesa Community College



a.
REA272 National USPAP 2014-15, ABA# 1113-1231-03  15 hours


Joanna Conde


E.
 New Instructor 



Arizona School of Real Estate & Business


a.
AP-01 Basic Appraisal Principles, ABA# 0906-569-02

 Cameron Palmer


b. AP-02 Basic Appraisal Procedures, ABA# 0906-570-02

 Cameron Palmer
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COMPLAINTS FILED* 8 7 9 8 8 15 15 12 12 9 6

At the monthly meeting, the following actions were taken by the Board:

DISMISSED 4 5 2 2 6 9 3 5 8 8 5

LETTER OF CONCERN 3 2 1 3 1 1 1 1 2 1 1

LETTER OF REMEDIAL ACTION 3 2 2 0 0 2 1 1 1 2 0

LETTER OF DUE DILIGENCE 1 4 1 0 1 0 1 0 3 0 3

PROBATION 0 5 0 1 0 0 0 0 0 0 0

CONSENT 1 0 1 0 0 0 0 1 0 0 1

SUSPENSION 1 0 1 0 2 1 0 0 0 0 0

SURRENDER 0 0 0 0 0 0 0 0 0 0 0

REVOCATION 0 0 0 0 0 1 0 0 0 0 0

CEASE & DESIST 0 0 0 0 0 0 0 0 0 0 0

REFER TO INFORMAL HEARING 1 1 0 2 2 2 0 1 2 1 1

REFER TO FORMAL HEARING 1 0 1 0 0 1 0 0 1 0 0

*Complaints filed are those that have been received by the  Board office that month. 

Due process allows the Respondent to reply within 30 days of receipt of the complaint 

and the Board has 75 days to hear the case from the date the reply is received.



 SEQ CHAPTER \h \r 1RECOMMENDATIONS
COMMITTEE ON APPLICATION REVIEW

To:
Board of Appraisal

From: 
Application Review Committee

Date:
December 19, 2014
Re:
December 18, 2014 Recommendations


As a result of its December 18, 2014, meeting the Application Review Committee makes the following recommendations:


Substantive Review 


A.
 Licensed Residential by exam unless otherwise noted


1)
To find substantively complete:

AL12361
Melinda M. Roland



B.
 Certified Residential by exam unless otherwise noted

  
1)
To find substantively complete:

AR12407
Camille I. Balzotti


AR12423
Karen Donelson O’Reilly


AR12426
Scott A. Hendrickson                                                                          
AR12453
James A. Henderson                                         
AR12457
Phillip W. Van Vonderen (by reciprocity)    





AR12460
Miguel A. Rivera




AR12465
Jordan T. Pollei






AR12466
Valerie S. Brown


2)
To table:
AR12430
Amber R. Herbert    
                            

AR12450
Domenik Spaleta


C.
 Certified General by exam unless otherwise noted

  
1)
To find substantively complete:



AG12454
Michael D. Herder (by reciprocity)


To Approve Applications for Reconsideration
  
1)
To find substantively complete:


AR12411
Richard Salceda


AR12422
Jennifer Brown




AR12306
Jerome Wallace


To Approve Applications for License/Certificate Already Issued

A.
Reciprocity:


22354
Jayson M. Lundberg



22355
Steve D. Cude



32048
Larry B. Hayes

32049
Jared G. Cuddeback



32050
Kylie S. Richter


    32053
Lawrence T. Foley


B. Nonresident Temporary:



TP41576
Randall A. Franz



TP41577
Laurence R. Goldenberg  



TP41578
William P. Szabo



TP41579
William P. Szabo



TP41580
Franklin L. Reed   



TP41581
John Blaser



TP41582
Michael J. Wood     



TP41583
Jason S. Jackson    



TP41584
Nathan Pomerantz



To Approve Supervisor/Trainee Applications


A.
 Appraiser Trainee:



AA12444
Arielle N. Litt



AA12475
Jon J. Desserres


Substantive Review for AMC Initial Applications

1)
To find substantively complete:

AM12455
Appraisal and Valuation Services, LLC

AM12417
Commerce Appraisal, LLC dba Street Smart Valuations

AM12463
MCS Valuations, LLC
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