Board of Appraisal

Minutes for meeting held 3/20/2015



DRAFT MINUTES OF THE

REGULAR BOARD MEETING
March 20th, 2015
Call to order and roll call 
The meeting was called to order by Frank Ugenti at 8:29 a.m. 

Those Board members present at roll call: 

Fred Brewster

Frank Ugenti, Chair

Jeff Nolan, Vice Chair

Peggy Klimek

Mike Petrus

Gregory Thorell 
Erik Clinite and Greg Wessel were absent.
Staff Attendance: 

Jeanne Galvin, Assistant Attorney General 

Debra Rudd, Executive Director 

Kelly Luteijn, Staff

After roll call and the Pledge of Allegiance, Frank Ugenti stated that the Board members needed to vote on approval of the minutes for the February 20, 2015 and March 2, 2015 meetings. Mike Petrus made a motion to accept the February 20th, 2015 Board meeting minutes. Greg Thorell seconded. The motion passed unanimously. Mike Petrus then made a motion to accept the March 2nd, 2015 Special Board meeting minutes and Peggy Klimek seconded. The motion passed unanimously.  There were no calls to the public other than Joanna Conde, who indicated that she would like to speak when the discussion about the agency consolidations occurs later in the meeting. Mr. Ugenti said that she could speak at that time.
Initial File Review for Case 3725, Michael Schuetz
This was a continuation of the Initial File Review from the November 21st, 2014 Board meeting, following the audit of three appraisals files by the Investigator. The Respondent was present. Frank Ugenti recused himself from hearing the case. Board members discussed errors found in the audited files such as comments coming from a template and not referring to the subject property which was consistent with errors found in the complaint appraisal. Board members asked questions of the Respondent on the appraisals and discussed concerns about condition adjustments, time adjustments and additional errors with reporting the characteristics of the comparables. The Respondent told the Board that he had taken 28 hours of classes, outside of his most recent continuing education requirements for his license, and gave the Board copies of certificates for those courses. Debra Rudd read the November meeting minutes for this case to the Board. Mike Petrus made a motion for a Level 2, Letter of Remedial Action, accepting the 28 hours of education for his remedial education. Peggy Klimek suggested that the Respondent take an additional 15 hour USPAP (Uniform Standards of Professional Appraisal Practice) with exam. The Respondent indicated that he didn’t need those 28 hours of class credit for his renewal. Mike amended the motion to say that he is not to use the courses for continuing education credit in Arizona, aside from the 7-Hour USPAP Update course. He did not add the 15-Hour USPAP course (with exam) to the motion. The motion was seconded by Fred Brewster. The motion carried 3-2-1 (Peggy Klimek and Greg Thorell opposed; Frank Ugenti recused).
Initial File Review for Case 3759, Brandon (Brad) Meahl 

This review was a continuation of the Initial File Review from the January 16th, 2015 Board meeting, following the Investigator’s review. The Respondent was present for this matter and introduced himself. Frank Ugenti recused himself from hearing the case. The Respondent said that he had been an appraiser since 1985. He asked about the Investigator’s (geographical) competency in the Lake Havasu area, and Mike Petrus said that the Board is confident in the Investigator’s competence in the area. Jeanne Galvin said that if he wanted to contest her competency, it would need to be addressed in a formal hearing. The Respondent said he did not. Board members discussed some of the Investigator’s concerns with the Respondent including the market trends in Lake Havasu City; the condition of the subject and comparables including the use of UAD (Uniform Appraisal Dataset) condition ratings; how the Respondent had determined site value; and how he had determined the market value per square footage for below-grade areas. Mr. Petrus said he agreed with the Investigative Report. Board members questioned the Respondent if he had taken a UAD course and the Respondent said he had not. They told the Respondent that he was expected to follow UAD guidelines if he is doing reports in UAD format. Mr. Petrus made a motion for a Level 2 Letter of Due Diligence. He also said if it was not in the Investigator’s Report, he would add Scope of Work for the UAD requirements. He felt the Respondent should learn UAD and use it properly. He added the requirement of a 7-hour UAD course plus a minimum of 22 hours of remedial courses to be completed in 6 months, with no continuing education credit allowed. Board members encouraged live courses, but since he is in a remote area, distance would be allowed. Fred Brewster seconded the motion. The motion passed 5-0-1 (Frank Ugenti recused).
Erik Clinite joined the meeting telephonically.

Initial File Review for Case 3748, Stephanie Gauthier
This was a continuation of the Initial File Review from the December 19th, 2014 Board meeting. The Respondent was present telephonically for this meeting. Frank Ugenti and Peggy Klimek recused themselves from this case. Jeanne Galvin stated that this was a complaint opened by the Board. Board members asked the Respondent if she was a review appraiser or an appraiser who did a review. Ms. Gauthier said that she was a certified appraiser who had done a review. They then asked if she had done an interior inspection for this review and she said that she had. The Board discussed several items with the Respondent including the layout of the subject’s subdivision and how she had supported the site value. The Respondent gave background of the assignment and said that the difference between the original appraisal and the review appraisal that she had completed came down to a difference of opinion. Board members asked if a property having a 6-car garage was comparable to one having a 3-car garage and if the interior amenities of the subject and the quality of construction were similar to the comparables she had used that were smaller in GLA (gross living area). The Respondent answered their questions.  Jeff Nolan made a motion for a Level 1 Letter of Concern. There was no second. Mike Petrus said it helped that she had inspected the interior of the property, but he agreed with the Investigator’s Report and felt it rose to a higher level. Fred Brewster made a motion for a Level 2 Letter of Remedial Action, citing the findings in the Investigator’s Report. Mr. Petrus suggested a 7-hour review course and a 7-hour complex property course or report writing course, with six months to complete and no credit for continuing education. Erik Clinite seconded the motion. 5-1-1 (Fred Brewster against; Frank Ugenti recused.)
Erik Clinite left the meeting.

Initial File Review for Case 3739, Nathan Bennett
This was a continuation of the Initial File Review from the January 16th, 2015 Board meeting following an audit by the Investigator of three appraisal files. The Respondent was present for this matter. Frank Ugenti recused himself from this case. In reviewing one of the audited appraisals, there was discussion about adjustments used and the condition of the property. Discussing to the complaint appraisal (the appraisal that was the subject of the complaint), Board members indicated that the audited files had reinforced issues the Respondent had demonstrated with complex properties. They didn’t find issues in the appraisals of standard (non-complex) properties. They reviewed the issues found with the complaint appraisal. Debra Rudd summarized the minutes from the January meeting when the Board cited USPAP Standard 1-1a for credibility and 1-4a for sales market approach but cited no competency issues. Mike Petrus made a motion for a Level 2, Letter of Remedial Action citing the above violations and requiring a 7-hour complex properties class and a 7-hour market adjustment or sales comparison class (about supporting his adjustments, specifically location adjustments); with classes to be completed within six months, with no continuing education credit allowed. Jeff Nolan seconded the motion and stated that the subject was a tough property to appraise in terms of location. The motion passed 5-0-1 (Frank Ugenti recused.) 
Initial File Review for Case 3771, Alan Schorr
The Respondent was present and introduced himself. Debra Rudd read the Board summary. The complaint was filed by the homeowner who alleges that the Respondent undervalued their home by not recognizing the level of upgraded features of the property. The Complainant further alleges that the Respondent refused to consider additional comparable sales that he felt were better data than that presented in the appraisal. Respondent’s Reply Summary:  The Respondent states the Complainant did not have the final version of the appraisal report and that he addressed the additional comparables in that report. The Respondent further states that additional support and clarification were included in the amended final report. The property is a single family residence located in Scottsdale with an effective date of the appraisal of November 2014.
Frank Ugenti stated that he had worked with the Respondent in the past, although this appraisal was not for his employer, and he could be objective. The Respondent stated that this appraisal was not his typical work, since he had personal issues to which he'd had to attend at the time of the inspection.  He said he had to postpone the original inspection date, about which he felt the owner had been concerned. Board members asked questions about the subject's photovoltaic solar system and how that had been valued (or not) in the report. The Respondent answered their questions. He said that the bank had gone over every aspect of the appraisal with him, although they also did not catch the solar issue. He said the Bank had given him data to consider from the Complainant. He had addressed the sales the borrower had provided along with an issue that he had mislabeled a comparable in Arcadia as being in Scottsdale instead of Phoenix. He said that he had corrected that in the final version. He said that the bank had given the borrower an earlier version of the report; not the final version.  Peggy Klimek made a motion to dismiss. She said that he had answered her concerns in the rebuttal. Board members asked about the Respondent's comparable selection which he described. He said the subject was a new build in a tiny infill pocket with a common street and only three or four houses. Additionally, the homeowners had purchased the lot for around $340,000 a couple of years prior. Paradise Valley land is usually is somewhere within the $500,000 to $1.2 million range. He also said the subject has no curb frontage because it is not on a street. He said that was what pushed him towards the lower end of the range in an area where similar homes would have a 100-200 foot street frontage. Board members further discussed that the subject was located in Arcadia. The Respondent explained that he was trying to find newer builds, but on similar lots with similar influences. Mr. Ugenti said that this was a complex and difficult assignment in terms of comparable selection. The Respondent said there had been limited data available at the time of the inspection, and he had to expand the area from which to draw comparables. He said the borrower was upset that he had not used closer comparables, which he said was understandable; he hadn’t gone across the street into Paradise Valley. He said that, although those properties were closer in proximity and common sense might indicate that those would be better comparables, Paradise Valley values are significantly higher. Therefore, the Respondent said he had researched comparables in Arcadia and Scottsdale. He said it was a unique property and he was trying to find high-quality, newer buildings in infill areas. Mr. Ugenti stated that the solar was the only real mistake and he didn’t think there was harm to the public given that there is a $200,000 range in the comparable adjustments. The motion to dismiss was still active. Mike Petrus seconded the motion. The motion carried unanimously. 
Informal Hearing for Case 3773, Kendall Whiting 

The Respondent was not present. The Complainant was present. Debra Rudd read the Board summary. The complaint was filed by one of the owners of the property.  He had two appraisals completed on this manufactured home, and the values differed by 32%. Several errors were noted by the owner on the subject appraisal including incorrect description of the subject’s topography, the condition of the subject did not take into consideration the inoperable furnace and superior comparable sales were used in the report.   The Complainant included a copy of both the appraisals, one completed by Mr. Whiting and another four months earlier for over $30,000 less by another appraiser. Respondent’s Reply Summary:  The Respondent said the report was ordered by the ex-wife and was being used to negotiate a buy-out on the property as part of a divorce settlement. The Complainant is the ex-husband and was not the client, nor was he the intended user.  He wanted the value as low as possible and threatened the Respondent with filing a complaint if she did not discuss the appraisal with him.  In addressing the specifics of the complaint, the Respondent said he considered the subject’s topography to be typical of White Mountain properties, and admitted he did not perform a functionality test on the furnace, but assumed it was in working order. He refuted the selection of comparable sales used in the report and noted both appraisals described the subject’s condition as average. The property is a single family residence located in Show Low with an effective date of the appraisal of November 2014.
The Complainant introduced himself and gave a statement. He stated that the property had been overvalued by the appraiser. He said that there had been three appraisals completed on the property. The first one had an opinion of value of $100,000, and he felt the report was accurate. The second appraisal, Mr. Whiting’s, came in at $132,000, and he felt it had a lot of inaccuracies. The third appraisal had been ordered because of the wide range between the first two appraisals. He said the third appraisal had an opinion of value of $110,000, and appeared to be accurate. He said that he had tried to contact Mr. Whiting to address the errors in the report, and Mr. Whiting told him that he couldn’t discuss the appraisal with him and couldn’t look at any other appraisals. The Complainant said that is why he had brought the errors to the Board’s attention. Fred Brewster asked the Assistant Attorney General, Jeanne Galvin if the Board could adjudicate the case since the Complainant was not the Intended User of the report, and the Respondent was not present. She said that they could.  Frank Ugenti said there was an Investigative Report on the appraisal. Board members discussed that there were issues with the appraisal, and they would prefer to ask the appraiser questions. Mr. Ugenti said that they could proceed with adjudicating the complaint, they could offer discipline, or they could table it until a later meeting. The complainant said he had spoken with the appraiser again, and the appraiser told him that the Board wouldn’t do anything to him, so he felt that spoke to why he wasn’t there. Mr. Ugenti said that they looked at the appraisal to see if there are violations of USPAP or Arizona statute. He further said that it is helpful to have the appraiser there to clarify some issues. Board members discussed the appraisal and that there was no listing history in the report, although it had been listed at the time of the inspection. Fred Brewster said he was leaning towards offering the Respondent a Level 3 consent agreement, and he said he agreed with the Investigative Report. Staff was questioned about prior complaints; there were none. Several Board members also agreed with the Investigative Report, which had found several USPAP violations including that the appraiser did not correctly report the Intended Use of the appraisal; the appraisal does not have a definition or source of market value; appraiser states he did an extraordinary assumption that the furnace is in working order, although there are no extraordinary assumptions listed in the report; zoning is not correct; topographical aspects of the site were not addressed or identified which relates to the seasonal wash; appraiser failed to address pertinent features and/or deficiencies of the subject improvements. He said there were additional violations, and the Board was accepting the entire Investigator Report.  Fred Brewster made the motion for a Level 3 Letter of Due Diligence, citing the Investigative Report findings and violations, requiring a 15-hour USPAP course, tested; 7-hour report writing course; 6 months to complete with no continuing education allowed. Staff would send a copy of the Investigative Report to the Respondent. Greg Thorell seconded. The motion passed unanimously.
New Business, Item A, 
Kevin McClure, the President of Arizona School of Real Estate & Business, was present. The Board summarized that there were several courses submitted for approval at the February Board meeting, and the Board had concerns about them being applicable to the appraisal profession. They gave Mr. McClure a chance to respond. Mr. McClure said they all serve the housing industry (appraisers, realtors, etc.), and all have a unique goal in every transaction, different from one another. He said the courses would be taught by an appraisal instructor and from an appraiser’s point of view.
Frank Ugenti spoke about the AQB (Appraiser Qualifications Board) minimum criteria and asked Mr. McClure if he was aware of it. Mr. McClure said he was working with (appraiser) Jeremy Johnson on that. The AQB guidelines were read. Mr. McClure said he thought the courses were well within many of those guidelines and added that there is a need for courses for appraisers. He also said that many of them fell under Real Estate Law, which is among the AQB guidelines.  He also said that Realtors and appraisers need to understand each other better. Board members discussed if the courses submitted should be approved for continuing education; whether they would help appraisers with their business or help make them better appraisers; and whether the Board could audit the courses to monitor attendance and to determine if they are appropriate for the appraisal profession. Each course was taken separately with discussion and a roll call vote:                 
a) Agency and the Use of Electronic Media – Frank Ugenti made a motion to approve the course; Jeff Nolan seconded. Mr. McClure said this is specific case law on Zillow, Trulia, Reltor.com and what those websites would be allowed and not allowed to do. Greg Thorell asked how that would make an appraiser better at their job. Mike Petrus said homeowners often asked about Zillow, so he wants to know everything that happens on those websites. Fred Brewster-yes; Frank Ugenti-No; Jeff Nolan-Yes; Peggy Klimek-No; Mike Petrus-Yes; Greg Thorell-No. The motion failed with 3 for and 3 against. It was clarified by Jeanne Galvin that they could revisit the courses that are not approved on a tie vote.
b) Agency Disclosure ADRE Guidelines – Mr. McClure said this course is regarding case law in Arizona and nationally. Meets AQB guidelines based on Real Estate law, contract disclosure and client relationships. Mr. Ugenti said it had a lot of contract writing. Frank Ugenti made a motion to approve the course; Greg Thorell seconded. Greg Thorell-No; Mike Petrus-Yes; Peggy Klimek-No; Jeff Nolan-Yes; Frank Ugenti-Yes; Fred Brewster-Yes. The motion passed 4-2. Mr. Ugenti said he approved this one since it explains several of the forms in the contracts and therefore has value for some appraisers.

c) Agency Disclosure Forms-Mr. Ugenti asked how this course was differentiated from the prior approved course. In discussion about the courses in general, Mr. Ugenti stated, for the record, that there were instructors of other courses and some appraisers that have objected to these courses being approved. Frank Ugenti made a motion to approve the course; Mike Petrus seconded. Frank Ugenti-No; Jeff Nolan-Yes; Peggy Klimek-No; Fred Brewster-No; Mike Petrus-Yes; Greg Thorell-No. The motion failed 2-4. 
d) Agency Law Case Studies & Problem Solving-Mr. Ugenti said that the content submitted looked like redundant instructional material. Frank Ugenti made a motion to approve; Mike Petrus seconded. Mike Petrus-Yes; Greg Thorell-No; Peggy Klimek-No; Jeff Nolan-Yes; Frank Ugenti-No; Fred Brewster-No. The motion failed 2-4.
e) Agency Property Management & Leasing- Mr. McClure said this is specifically regarding property management and disclosures with property management that are required or not required. It also has to do with case law with regard to property management. Mike Petrus asked if it fit AQB criteria. Frank Ugenti made a motion to approve; Mike Petrus seconded. Jeff Nolan-Yes; Frank Ugenti-Yes; Peggy Klimek-Yes; Mike Petrus-Yes; Greg Thorell-Yes; Fred Brewster-Yes.
f) Commissioner’s Rules III- Frank Ugenti asked what aspect of the AQB this course fell under. Mr. McClure said it falls specifically under Real Estate law and statutes related to Real Estate. Mr. Ugenti asked if any of the statutes discussed in the course relate to appraisal practice. Mr. McClure said they did not. Board members discussed whether or not advertising requirements and commissioner standards increase the skill, knowledge or competency of appraisers. Frank Ugenti made a motion to approve the course; Greg Thorell seconded. Fred Brewster-Yes; Frank Ugenti-No; Jeff Nolan-Yes; Peggy Klimek-No; Mike Petrus-Yes; Greg Thorell-Yes. The motion passed 4-2.
g) Fair Housing & Internet Advertising-Mr. Ugenti asked Mr. McClure about the differences of this course from the following two courses. Mr. McClure said the courses look at Fair Housing in different ways. This course talks about what you could or couldn’t lawfully advertise, whether it be Zillow, Realtor.com, Craig’s List, etc.  He said they are similar, but they did three instead of one for choice options. Jeff Nolan said that the course describes the area or location description, words descriptive of dwelling, landlords and tenants, and could allow appraisers to keep from running afoul of the Fair Housing Act. Fred Brewster made a motion to approve the course; Frank Ugenti seconded. Greg Thorell-No; Mike Petrus-Yes; Peggy Klimek-No; Frank Ugenti-No; Jeff Nolan-Yes; Fred Brewster-Yes. The motion failed 3-3.
h) Federal Fair Housing Act- Mr. Ugenti said he saw this as being very similar to the previous one. Mr. McClure said that this course (and the following course) discusses case law going back to the 13th Amendment. Frank Ugenti made a motion to approve; Mike Petrus seconded. Fred Brewster-Yes; Frank Ugenti-No; Jeff Nolan-Yes; Peggy Klimek-Yes; Mike Petrus-Yes; Greg Thorell-Yes. The motion carried 5-1.
i) Fair Housing Awareness- Frank Ugenti made a motion to approve; Greg Thorell seconded. Greg Thorell-No; Mike Petrus-Yes; Peggy Klimek-No; Jeff Nolan-Yes; Frank Ugenti-No; Fred Brewster-No. The motion failed 2-4.

j) How to Write a Residential Lease- Mr. McClure said the course was about writing a residential lease. Mike Petrus said he does multi-family appraisals and he receives residential leases as part of the workfile. Frank Ugenti made a motion to approve. Peggy Klimek seconded. Peggy Klimek-Yes; Jeff Nolan-Yes; Frank Ugenti-Yes; Fred Brewster-Yes; Mike Petrus-Yes; Greg Thorell-Yes.
k) Keeping Current with Commissioner’s Standards- Mr. McClure said the course covers standards of practice, case law, area expertise and geography, negligence, and Article 26 of the Arizona constitution. He explained that Article 26 has to do with who can and cannot write contracts. Jeff Nolan stated that it would be valuable to understand the broker’s responsibilities. Frank Ugenti agreed, but wasn’t sure it would make him a better appraiser. Frank Ugenti made the motion to approve the course; Greg Thorell seconded. Mike Petrus-Yes; Greg Thorell-Yes; Frank Ugenti-Yes; Fred Brewster-Yes; Jeff Nolan-Yes; Peggy Klimek-No. The motion carried 5-1.
l) Real Estate Contracts Legal & Ethical Considerations- Mike Petrus made a motion to approve the course; Frank Ugenti seconded. Fred Brewster-Yes; Peggy Klimek-Yes; Frank Ugenti-Yes; Jeff Nolan-Yes; Mike Petrus-Yes; Greg Thorell-Yes. The motion carried 6-0.
m) Residential Contract Writing & Problem Solving-Mr. McClure said that this course had a similar content as the above covering leasing, but that it gets deeper into leasing and will talk about FHA/VA financing. Frank Ugenti made a motion to approve the course; Mike Petrus seconded. Jeff Nolan-Yes; Frank Ugenti-Yes; Fred Brewster-Yes; Peggy Klimek-Yes; Mike Petrus-Yes; Greg Thorell-Yes. 
n) Rules-Ethical Conduct- Mr. McClure said it is another commissioner standards class and it offers pictorial illustration, photographs, maps, retirement communities and what a body of water is. Frank Ugenti made a motion to approve the course; Mike Petrus seconded. Greg Thorell-No; Mike Petrus-Yes; Peggy Klimek-No; Jeff Nolan-Yes; Frank Ugenti-No; Fred Brewster-No. The motion failed 2-4.

o)  Rules-New Issues in Public Duties- Mr. McClure said this course talks about public reports, material facts, what is material fact, interference with contracts, and processing and finalizing transactions and disclosure due to all parties; covers significant parts of employment agreements, exemptions and documentation. Mr. Ugenti asked if an appraiser is considered a party. Mr. McClure said they were. Mr. Petrus asked if it included the seller’s property disclosure and Mr. McClure said that this course does not. Frank Ugenti made a motion to approve. Greg Thorell seconded. Mike Petrus-Yes; Peggy Klimek-Yes; Frank Ugenti-No; Jeff Nolan-Yes; Greg Thorell-Yes; Fred Brewster-Yes. The motion passed 5-1.
Mr. Ugenti asked about the tie votes. Ms. Galvin clarified that a tie means that it is not approved. Debra Rudd said that she thought the last course approved had a name that might be confusing to appraisers. She thought that once it is added to the Board's approved course list, appraisers might think that it pertains to appraiser rules. The Board decided by consensus to give Ms. Rudd the ability to work out an alternate name with the school.
Frank Ugenti said that courses a), e), and c) were still open to conversation or a motion, since they had not been defeated. Mike Petrus made a motion to approve a) Agency and Use of Electronic Media; Fred Brewster seconded. Mike Petrus-Yes; Fred Brewster-Yes; Frank Ugenti-No; Jeff Nolan-Yes; Peggy Klimek-No; Greg Thorell-No. The motion was not approved, 3-3.
New Business, Item C, Education

Board members discussed the other courses submitted for approval as documented on pages 15 and 16 of these minutes. Mike Petrus made a motion to approve the additional courses. Fred Brewster seconded the motion. The motion carried unanimously.
Application Review Committee

Mike Petrus said the committee met on March 19th. He gave the Committee’s recommendations to the full Board as documented on pages 17 and 18 of these minutes. Mike Petrus made a motion to accept the recommendations. Greg Thorell seconded the motion. The motion passed unanimously.
Report by Assistant Attorney General

The Assistant Attorney General reported that she is up to date on her assignments. 
The Executive Director report:

No complaints with answer dates were extended by the staff this month. There was only one complaint filed in the past month. She said she had heard that complaint numbers had gone down in other parts of the country as well. The rest of her report would be given in the part of the meeting regarding the agency’s consolidation.
The meeting then recessed for lunch. Upon return, Frank Ugenti called the next item on the agenda. 

Greg Thorell rejoined the meeting at 1:08 p.m.

Initial File Review for Case 3754, Lana Domino
This was a continuation of the Initial File Review from the February 20th, 2015 Board meeting following the Investigator Review. The Respondent was not present at this meeting. Ms. Rudd told the Board that Ms. Domino had not been able to attend, so staff had offered her the ability to attend telephonically. However, she was also not able to call in due to appointments. Frank Ugenti stated that the Investigative Report came back with similar findings to those that the Board had found. The Board discussed that the Respondent did not use the appropriate neighborhood boundaries; had not used due diligence for comparables, especially with similar amenities (or lack thereof) like hauled-water; and had not used due diligence in a land sale search to identify her site value when there had been an abundance of land sales in that area at the time of the inspection. The Board also discussed whether or not the public had been harmed; the inability to differentiate between private water and hauled-water and the effect the latter has on the market in terms of financing and other ways. 
Greg Thorell left the meeting 1:10 p.m. and returned to the meeting at 1:12 p.m. A quorum remained.
The other items noted in the Investigative Report were work file issues including a lack of a CMA (Comparable Market Analysis) and no market research or data to support the cost approach; insufficient work file to support the conclusions in the appraisal; and one adjustment was made in the wrong direction. It was also discussed that she had disclosed that she had been unable to drive the comparables and that when appraisers use the FNMA form, you cannot alter the conditions, as in the requirement of driving the comparables. Board members discussed that there was not an ethics issue since she had disclosed in the report that she had not driven the comparables, but that there was a competency issue. Board members shared concerns about the hauled-water issue; that the Respondent had used incorrect market parameters causing potential harm by excluding comparables south of Rio Verde Rd; and some felt that it was not a credible report. Mr. Ugenti made a motion for a Level 2, Letter of Due Diligence citing the findings in the Investigative Report, except the Ethics Rule; requiring a 7-hour class in complex properties and a 7-hour class in sales comparison, to be completed in six months and not allowing continuing education credit. Board members gave the Executive Director the discretion to help the Respondent find courses if necessary. Mike Petrus seconded. The motion passed unanimously.
Initial File Review for Case 3738, Christine Kelsey-Gray
This was a continuation of the Initial File Review from the December 19th, 2014 Board meeting. The Respondent was not present for this matter. Frank Ugenti recused himself from this case. Peggy Klimek stated that she had a lot of questions. Fred Brewer made a motion to invite the Respondent to an Informal Hearing and to send the Investigative Report to the Respondent. Mike Petrus seconded. The motion carried unanimously. 

Initial File Review for Case 3772, William Wisniewski 
Neither the Respondent nor his attorney was present. Debra Rudd read the summary. The complaint was filed by the Lender, who alleges that the Respondent’s appraisal included numerous deficiencies and USPAP violations. Specifically, the Complainant alleges that the Respondent utilized MLS photos for the comparable sales, failed to identify FHA as an intended user, did not provide an accurate sketch of the property, and failed to note deficiencies in the water heater, air conditioning unit and driveway slab. Respondent’s Reply Summary:  Through Counsel, the Respondent acknowledges some errors in the report that are described as “minor omissions”. The Respondent states that he physically viewed the comparable sales and only used MLS photos as a time-saving measure. Mr. Wisniewski states that he tested the upstairs air conditioning unit and that it was operational. He further reports that the water heater was not disconnected, and only minor cracking in the driveway slab was noted at the time of his inspection. Further, the Respondent notes that the water heater enclosure and media niche are not considered as part of livable area. The property is a single family residence located in Gilbert with an effective date of the appraisal of September 2014.
Board members discussed the complaint concerning the water heater and that the Respondent had not disclosed that he had used MLS photos, some of which were older listings and whether this was an ethical issue, being intent to deceive. Board members discussed if there was value to having the Respondent there to question prior to making a ruling and that he had admitted to the concerns in his response. The Board members discussed that violations were found in the Investigator’s Report. They then asked about the Respondent’s complaint history. Staff gave the history which included several disciplinary actions. Mr. Petrus commented on the photos in the complaint, saying that there was nothing showing that said those photos of the water heater had been taken on the same day (as the Respondent’s inspection). He also found that the Respondent had disclosed in the appraisal report that he had used MLS photos, but that he did drive the comparables. Board members discussed whether they thought this was believable and what they had done in prior circumstances with other appraisers who had stated the same thing. Ms. Rudd read the findings from two prior consent agreements for the Respondent. Jeanne Galvin said the previous disciplinary actions go to aggravation when the Board members determine any discipline in this case; they would look at the facts for this case, but they can look at that history as impact on the decision for the discipline. Board members discussed aggravating circumstances and what they felt was proper discipline. They then discussed offering probation and/or suspension and also discussed a competency issue for the complaint appraisal. They wanted to make sure the public would be protected and that the appraiser would correct his behavior. Frank Ugenti made a motion for a Level 4, 30-day suspension with follow-up six month probation with mentorship; requiring a 15-hour USPAP with exam; a minimum of 12 reports to be completed in that six months, and sample reports would be accepted. Three of the 12 reports would be reviewed prior to the termination of his probation. Jeanne Galvin would negotiate the start date with the Respondent. Mike Petrus made a motion to go to executive session for legal advice. Frank Ugenti seconded the motion. 

When the meeting went back on the record, Mr. Ugenti clarified that the Board did not go into Executive Session as it had not been necessary. Mr. Petrus stated that although he thought he could work with an open mind, he wanted to recuse from the case. Ms. Rudd established that there was still a quorum.  Jeanne Galvin read the motion again and added that part of the Board’s reasoning for the suspension was based on the current case with the Investigator’s findings and conclusions, but they also had factors in aggravation given the Respondent’s history with the Board. Peggy Klimek seconded the motion. The Board will go to formal hearing if the Respondent does not agree with the consent agreement. She said she would be in contact with the Respondent to negotiate the suspension start date. The Board requested a copy of the Investigative Report be sent to the Respondent . Jeff Nolan said he would prefer to go to Informal Hearing, giving the Respondent a chance to review the Investigative Report and noted that he had filed his response through an attorney. The motion passed 4-1-1 (Jeff Nolan opposed, and Mike Petrus recused.)

New Business, Item B, discussion, consideration and possible action related to the passage of SB1480, including but not limited to creating a plan for transitioning the Board to the Department of Financial Institutions. Frank Ugenti stated that the bill passed and was signed. He also said that the Governor wants to consolidate as many state agencies as possible over a multi-year period. Mr. Ugenti said that the Board would operate through the end of June and as of July 1st all responsibilities of the Board would become the responsibility of the Superintendent of DFI (Department of Financial Institutions). Mr. Ugenti said that Board staff will stay in place and will be transferred to DFI. He said there had been conversations with groups from the appraisal community and AMCs (Appraisal Management Companies); and discussions with legislators and the Governor’s office. He then opened the discussion to the public. Joanna Conde commented on the efforts that had been made by Debra Rudd and herself when the Board was being discussed at the Legislature and that many appraisers had emailed their concerns. Ms. Conde described the experience in the Legislature during that time and indicated that there was nothing that would have changed anyone’s vote, regardless of whether they agreed with the appraisal community or not. She said there had been a meeting with Senator Shooter, and she hadn’t heard anything since that meeting. Mr. Ugenti said there had been efforts to contact various legislators, a meeting with the Governor’s Chief of Staff, and there would be a meeting with Jim Parks of the ASC (Appraisal Subcommittee). Some of the ideas that had come from the meeting with the Governor’s Chief of Staff included possibly delaying the transition so that it could be done properly, although the Governor would not agree with waiting until the next fiscal year. Another idea was that the Board could stay in place, but probably not be a nine-member Board. The Chief of Staff said he would take the concerns up the chain of command, but he made no promises. Fred Brewster said that there need to be conversations about what will happen on July 1st; that there will things that need to be thought about to that end. Mr. Ugenti said the legislative session will most likely end at the beginning of April and until then he wanted to focus energy on whether there can be a concept of the Board for this transition. He further said that by the April Board meeting they will know what will happen and can then move forward with planning for that event. Fred Brewster saw no reason to delay the consolidation. Other members agreed. Joanna Conde said they were preparing a video from around the state to show how difficult it is to appraise properties and how important it is to regulate appraisers correctly, in order to protect the public. She said they would send the video to all of the appraisers in the State, and they would send it to their individual legislators if there are any bills that come up. Board members discussed the concerns they had about the way that regulation might change going forward and how best to guarantee that appraisers will continue to have a voice. The group talked about an opportunity for change and the effort to try to do what is best for appraisers and the public. Ms. Conde said the various appraiser associations had drafted a wish list of things they would like to see happen after the consolidation and that all of the associations are on the same page with things they would like to see carried forward and changed. Board members discussed the difficulty of being able to get something that is completely different from the current model in place by July 1st. Frank Ugenti made a motion giving himself, as Chair, the possibility to meet with the Governor’s office, stakeholders, and legislators to work on keeping the existence of some Board in place or extending out the deadline. Mike Petrus seconded. The motion carried unanimously. 

New Business, Item C, relating to attendance at the AARO Spring Conference. 
The AARO (Association of Appraiser Regulatory Officials) conference was discussed. Debra Rudd is currently going to AARO. Mr. Ugenti stated that he thought that with all of the changes going on right now, he thought it would be valuable to have additional people going to AARO so that they could speak with people from different regulatory communities and see if they could bring back any valuable information for DFI. He said it would be great if Lauren Kingry (Superintendent of DFI) could attend. Mr. Ugenti stated that the Board’s budget projections have been more favorable in the past few months. Mike Petrus made a motion to go to Executive Session for legal advice. Greg Thorell seconded. The motion carried unanimously.  

When returning from the Executive Session, the Board discussed whether members should go to the AARO Conference seeing that the Board is potentially being disbanded. Frank Ugenti said he was aware when he put this on the agenda that it could look bad if the Board is spending money to go to a conference right before they are disbanded, but he thought if they went with a specific mission of getting as much information as possible from other states and federal regulators.

Fred Brewster left the meeting at 3:12 p.m., returning at 3:14. A quorum remained.
The Board discussed whether there is a deadline for registration; what it would look like if they spent the funds for this conference; and that as the agency is continuing as a 90/10 agency, they still have to be concerned with watching the funds. Jeff Nolan said that the Board has one person going already who is completely capable of gathering data and bringing it back, and he thought it was inappropriate for the Board to spend funds in the current circumstances.  Mr. Petrus said that if the Board would have input in the future then it isn’t a waste of money, but if they are not going to have input then it is. Mr. Thorell said that if the consensus is that it is not going to continue, he thought it would be a bad decision to send anyone else. There was no support for a motion to send additional people to the conference.
New Business, Item D, discussion, consideration and possible action relating to the pending rule package.  Debra Rudd said she needed permission to withdraw the rules from GRRC (Governor’s Regulatory Review Council). She said that the Board had sent a letter to the Governor’s office asking for an exemption (from the suspension of all rulemaking). She said there seem to be issues with rulemaking for several different reasons. She said she was advised to withdraw the rulemaking package. The Board discussed that withdrawal of the letter. There was also discussion of how it would work if the letter is withdrawn and the Board wants to put the rules back in the future. There was further discussion about how that would happen and if it is applicable with the pending changes to the agency. Fred Brewster made a motion that Debra Rudd be allowed to withdraw the rules. Frank Ugenti seconded. The motion passed unanimously.
Future meetings:

The next Board meeting is still on schedule for Friday, April 17th. Application review will be on April 16th at 9:30 a.m.

The meeting adjourned at 3:32 p.m.
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COMPLAINTS FILED* 5 4

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

DISMISSED 10 2

LETTER OF CONCERN 2 1

LETTER OF REMEDIAL ACTION 0 2

LETTER OF DUE DILIGENCE 0 1

PROBATION 0 0

CONSENT 0 0

SUSPENSION 0 1

SURRENDER 0 0

REVOCATION 0 0

CEASE & DESIST 0 0

REFER TO INFORMAL HEARING 0 0

REFER TO FORMAL HEARING 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.


Education

March 2015

Submitted Education

A.
 Continuation of review from February’s Board meeting:





The Board voted not to approve the following classes:




Arizona School of Real Estate & Business

a.
Agency & The Use of Electronic Media, 3 hours

b.
Agency Disclosure Forms, 3 hours


c.
Agency Law-Case Studies & Problem Solving, 3 hours

d.
Fair Housing & Internet Advertising, 3 hours

e.
Fair Housing Awareness, 3 hours

f. 
Rules-Ethical Conduct, 3 hours


The Board voted to approve the following classes and instructors:
Arizona School of Real Estate & Business
a.
Agency Disclosure-ADRE Guidelines, 3 hours

b.
Agency Property Management & Leasing, 3 hours

c.
Commissioner’s Rules III, 3 hours

d.
Federal Fair Housing Act, 3 hours

e.
How to Write a Residential Lease, 3 hours

f.
Keeping Current with Commissioner’s Standards, 3 hours

g.
Real Estate Contracts Legal & Ethical Considerations, 3 hours

h. Residential Contract Writing & Problem Solving, 3 hours

i.
Rules-New Issues in Public Duties, 3 hours (Class to be renamed.)
B.

Continuing Education – New – Not AQB Approved



Appraisal Institute





 a. 
Condemnation Appraising: Principles & Applications,   22 hours






Joe Magdziarz





 b.
Valuation in Challenging Markets,   30 hours






Joe Magdziarz



Appraisal Institute/Southern Arizona Chapter





 a. 
Housing and Land: Market Perspective,   4 hours

Sandy Heath, Janell Jellison, Daniel Biel, Humberto Lopez, Bert Dover, Robert Sharpe, Michael Brilz, George Hammond, Pam Ruggeroli, Arthur Wadlurd, Charles Havranek, Thrac Paulette, Rick Sack, Jeff Grobstein 



Arizona School of Real Estate and Business





 a. 
Appraisal Analysis –Real Estate Development,   3 hours

Aaron Warren, Kevin McClure, Jeremy Johnson, Gretchen Koralewski, Roy Morris, Dale Cooper

I.   By Consent Agenda

A.
 Continuing Education – Renewals –AQB Approved



McKissock, LP



 a. Essential Elements of Disclosures & Disclaimers, D0801-956, Distance Education   5 hours



     Dan Bradley 






 b. Relocation Appraisal and the New ERC Form, D0413-1173, Distance Education   6 hours






 Dan Bradley





 c.

Risky Business: Ways to Minimize Your Liability, D1009-887, Distance Education   5 hours






Alan Simmons




 
 d.
Secondary Market Guidelines, 0414-1297, 7 hours

Dan Bradley, Wally Czekalski, Chuck Huntoon, Tracy Martin, Larry McMillen, Steve Vehmeier, Robert McClelland, Robert Abelson, Alex Gilbert, Dan Tosh, James Greg Harding, Jeremy Johnson


B.
 
Qualifying Education – New – AQB Approved



Appraisal Institute





 a. General Appraiser Income Approach Part 2, 30 hours






 Joe Magdziarz


C.
 Qualifying Education – Renewals –AQB Approved



Arizona School of Real Estate and Business



a.
Advanced Residential Applications & Case Studies AP-09, 0707-673-09, 15 hours

Earl Cass, Jeremy Johnson, Howard “Chuck” Johnson, Bill Gray, Gretchen Koralewski, Don J. Miner, Roy E. Morris, Ron V. Schilling, Aaron Warren, Jacques Fournier, Kevin McClure, Robert Oglesby, Dale Cooper



b.
Residential Market Analysis Highest & Best Use AP-04, 0604-650-04, 15 hours

Earl Cass, Jeremy Johnson, Howard “Chuck” Johnson, Bill Gray, Gretchen Koralewski, Don J. Miner, Roy E. Morris, Ron V. Schilling, Aaron Warren, Kevin McClure, Robert Oglesby, Dale Cooper



c.
Residential Sales Comparison & Income Approach Concepts & Techniques AP-06, 0607-052-06, 30 hours

Earl Cass, Neil Dauler-Phinney, Jeremy Johnson, Howard “Chuck” Johnson, Bill Gray, Gretchen Koralewski, Don J. Miner, Roy E. Morris, Ron V. Schilling, Ann Susko, Aaron Warren, Jacques Fournier, Kevin McClure, Robert Oglesby, Dale Cooper



d.
Residential Site Valuation & Cost Approach AP05, 0607-651-05, 15 hours

Earl Cass, Jeremy Johnson, Howard “Chuck” Johnson, Bill Gray, Gretchen Koralewski, Don J. Miner, Roy E. Morris, Ron V. Schilling,  Aaron Warren, Jacques Fournier, Kevin McClure, Robert Oglesby, Dale Cooper





e.   Statistics, Modeling & Finance AP-08, 0707-672-08, 15 hours

Earl Cass, Neil Dauler-Phinney, Jeremy Johnson, Howard “Chuck” Johnson, Bill Gray, Gretchen Koralewski, Don   J. Miner, Roy E. Morris, Ron V. Schilling, Ann Susko, Aaron Warren, Jacques Fournier, Kevin McClure, Robert Oglesby, Dale Cooper



McKissock, LP





 a. Residential Report Writing & Case Studies, D0512-1085-07, Distance Education   15 hours






 Dan Bradley 

D.


New Instructor- Currently Approved Course





Arizona Appraisers State Conference, LLC





a.
Part 1 – 2015 Arizona Appraisers State Conference, 0115-1371






Chris Toci, Dale Cooper





b.
Part 3A – 2015 Arizona Appraisers State Conference, 0115-1372






Meghan Kramer, Damien Meyer, Blake Whiteman





c.
Part 3B - 2015 Arizona Appraisers State Conference, 0115-1373






Jan A. Sell





Arizona School of Real Estate and Business





a.
Basic Appraisal Principles (AP-01), 0906-569-01






Dale C. Cooper





b.
Basic Appraisal Procedures (AP-02),
0906-570-02






Dale C. Cooper





c.
Supervising Beginning Appraisers - Pathways to Success, 0713-1190






Jeremy C. Johnson 

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

To:
Board of Appraisal

From: 
Application Review Committee

Date:
March 20, 2015
Re:
March 19, 2015 Recommendations

As a result of its March 19, 2015, meeting the Application Review Committee makes the following recommendations:


Other Business

A.
 Committee tabled item II, C.


Substantive Review 


A.
 Certified Residential by exam unless otherwise noted

  

1)
To find substantively complete:




AR12621
Kasper Roth (by reciprocity)    


B.
 Certified General by exam unless otherwise noted

  

1)
To table:



AG12595
Nikolas I. Rieser


C.
Applications for Reconsideration

  

1)
To find substantively complete:

 AL12518
Crystal Dawn

AR12485
Daniel Robert Trevizo


To Approve Applications for Appraiser Trainee 

A.
 Appraiser Trainee:

  

1)
To find substantively complete:


AA12613
Kronmiller, Jay P.  


AA12623
Austin L. Mackel




AA12631
Zachary O’Callaghan


To Approve Applications for License/Certificate Already Issued

A. Reciprocity

12075
Lisa H. Israoui

22406
Lisa D. Bailey

32061
Scott Conner

32062
Don W. Peterson

32063
Anne R. Lloyd-Jones

32064
Waleta M. Spear

32065
Amanda M. Peterson Baker


B. Nonresident Temporary 

TP41598
Sean H. Delzell

TP41599
Sean H. Delzell

TP41600
Sean H. Delzell

TP41602
Maria M. Cespedes

TP41604
JoAnn C. Wall



TP41606
Tanya J. Pierson

TP41607
Anne R. Lloyd-Jones


TP41608
Anne R. Lloyd-Jones


TP41609
Anne R. Lloyd-Jones


TP41611
Anne R. Lloyd-Jones


TP41612
Bradley M. Barone

TP41613
Dane R. Anderson

TP41614
John Blaser
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