Board of Appraisal

Minutes for meeting held 9/19/2014


FINAL MINUTES OF THE

REGULAR BOARD MEETING
September 19th, 2014

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

Those Board members present at roll call: 

Frank Ugenti 

Erik Clinite

James Heaslet, Vice Chair

Mike Petrus, Chair 

Jeff Nolan
Fred Brewster

Staff Attendance: 

Jeanne Galvin, Assistant Attorney General 

Kelly Luteijn, Staff

Debra Rudd, Executive Director 

After roll call and the Pledge of Allegiance, Mike Petrus asked for a motion to approve the minutes for the July 18th, meeting.  Frank Ugenti made a motion to approve the minutes as presented.  James Heaslet seconded the motion.  All approved with the exception of Erik Clinite who abstained from the vote due to his absence from this meeting.  The Chairman then asked for a motion regarding the approval of the minutes for the August 15th, 2014 Board meeting.   Frank Ugenti made a motion to approve these minutes and Erik Clinite seconded the motion.  The motion passed 5 for; 0 against; and 1 abstained. Fred Brewster abstained due to his absence from this meeting.  The minutes for the August 22nd Special Board meeting were then motioned to be approved by James Heaslet and seconded by Erik Clinite.  The motion passed unanimously.
Mike Petrus made a call to the public. Henry Zyck appeared to speak about Case 3704.  The Chairman asked Mr. Zyck to wait until he could call this case.

Initial File Review for Case 3704, Benjamin Weisman

The Respondent, Benjamin Weisman and Complainant, Henry Zyck were both present.

The Complainant is an appraiser who had his appraisal reviewed by the Respondent.  The complaint alleges that the reviewer failed to accept the GLA, condition, quality and market placement ratings in the report under review by use of an extraordinary assumption, as required by USPAP.  The Complainant further alleges that the reviewer failed to report his analysis in the proper UAD format, relied upon a distressed sale without proper confirmation, and did not consider a relevant active listing of the subject floor plan.  Respondent’s Reply Summary:  The Respondent states that the subject of this complaint was reviewed by the Board at its June meeting and the complaint was dismissed. Mr. Weisman further states that he completed his assignment in a professional and independent manner and satisfied his client’s requirements. The subject is a single family residence located in Peoria, and the appraisal has an effective date of March 2014.

The Respondent explained that he was the reviewer on the appraisal and that he had completed the review in a proper manner.  The Complainant then spoke and disputed the claim that Mr. Weisman had properly reviewed the report.  He believed the review was required to be UAD compliant, and there is no definition of “fair” in UAD for condition, as had been utilized for the subject.  Frank Ugenti reminded the Board this case had been before the Board already and that he was not required to complete the review in a UAD format.  He thought there were no violations to USPAP, but recognized there could be some “best practices” issues.  The Chairman then stated the Board is to decide if there was any new information that was submitted to be considered as the case has already been decided and he wanted to avoid a double jeopardy claim. After other Board members stated they did not see anything new that should be considered, James Heaslet made a motion to dismiss the case.  Frank Ugenti seconded the motion. Additional discussion ensued about the merits of the review and original appraisal. Before the Board could vote, the homeowner asked to address the Board.  She was upset with the direction of the Board’s decision and claimed as a Realtor/Owner this review changed her life.  The Respondent’s opinion caused her buyer to not complete the sale. The Board then voted to approve the motion and dismissed the case.  
Initial File Review for Case 3712, Valerie Anne Strahl 

The Respondent and her attorney, Michael Orcutt, were present for this matter.  Erik Clinite disclosed that he was familiar with the Respondent’s attorney but believed he could be unbiased in judging this case.

The complaint was filed by the homeowner who alleges that the Respondent undervalued his home by failing to identify the superior upgrades in the property: specifically, a security system, surround sound speakers and granite countertops.  The complaint further notes that the Respondent’s opinion of value was lower than a prior appraisal that was completed 6 weeks earlier. Respondent’s Reply Summary:  The Respondent’s attorney states that Ms. Strahl is very familiar with the subject’s market and performed the appraisal assignment competently. The reply further states that the Respondent’s opinion of market value is based upon her independent analysis and was not influenced by the owner or Realtor’s pressure to hit the purchase price. The response also notes that the Respondent made appropriate adjustments for the subject’s superior upgrades, when applicable, and did not consider the security system and surround sound speakers, as they were excluded from the purchase contract. The subject is a single family residence located in Clarkdale, and the appraisal has an effective date of April 2014. 

Mr. Orcutt gave an opening statement explaining the actions of his client related to the appraisal, the upgrades, and the market.  The Board members then proceeded to ask Ms. Strahl about her market trends support, the inaccurate sales price reported on Comparable 4, and the omission of the sales concession noted on the subject’s sales contract.  Ms. Strahl admitted that these items were incorrectly reported in the appraisal.  They additionally pointed out the failure to reconcile the Sales and Cost Approaches to value which indicated a large difference between the two and no explanation as to why.  Fred Brewster stated the Cost Approach was higher by 40% over the Sales Comparison Approach.  The Sales Comparison Approach and final value were the same.  The Respondent had said there was an influence, but he had not seen where in the report that was explained.  The Respondent attempted to answer his question.    Mike Petrus asked for a motion.  He then made a motion to offer a Level 2, Letter of Due Diligence, a 7-hour Report Writing Class and Sales Comparison class to be taken within 6 months, no continuing education allowed.  James Heaslet seconded the motion.  The motion passed unanimously.  When questioned, the Chairman asked staff to send the investigator’s report to the Respondent as a learning tool.
Presentation by Dennis Seavers, Executive Director for the Board of Fingerprinting

Mike Petrus introduced Director Dennis Seavers, who was at the meeting to explain the appeal process for any applicants who are denied a DPS issued clearance card.   He explained the differences between the prior fingerprinting processes the Board has used versus the new clearance card process.  He reported that prior to the clearance card process, the agency would receive a criminal history record from DPS and decide on their own what to do with it based on statutes and rules; and that this was a one-time action. The clearance card lasts for six years and the DPS decides who should be issued a clearance card.  He explained the statute differences where someone could never receive a card for crimes such as murder, child molestation, versus maybe manslaughter or felony DUI’s where they may be eligible for a good cause exception.  The nature of the offenses, the age of the crime, and whether recidivism is noted, are looked at by the Board of Fingerprinting when making their decision to allow a good cause exception.  He said the Fingerprinting Board will get notification from DPS that the applicant has been denied or suspended and the reason for the denial or suspension.  The applicant has ten days to appeal.  Once his office receives the application for appeal, they have time limits in which to process the appeal.  Depending upon the crime and time that it happened, the Board has allowed some cards to be issued after staff has reviewed without going to a hearing.  If it is a more serious or a recent action, the case may be brought to a hearing.  Hearings are conducted in a manner as in any other agency, with some going to OAH and the Board making the final decision.  Ms. Galvin asked if the licensee was arrested would they be suspended by DPS similar to a summary suspension or only after a proceeding.  Mr. Seavers said it was similar to a summary suspension, which can be done very quickly.  When asked how long the appeal process takes, Mr. Seavers explained the Board must have an initial review within 20 days, per statute, but they have been able to get this completed within 13 days this past year.  (See power point presentation pages at the end of the minutes for the remainder of the presentation).   When asked about the makeup of the Board, he explained how the appointees are chosen.  He stated appointments are made by the Chief Justice of the Supreme Court, Department of Education, Department of Juvenile Corrections, the new child protection agency, Department of Health Services, and Department of Economic Safety.  Elaine Arena asked if the Board of Appraisal could be appointed.  He said with a statute change that could take place.  Frank Ugenti asked if the Board of Appraisal is notified if there is a denial. Debra Rudd asked if our agency office would be notified if someone appealed, explaining that DPS is currently notifying her when they have been denied.  He said they could notify the Board of Appraisal office if the applicant has appealed and of the outcome once it was over.  Another question was asked about using clearance cards already held by the applicant.  Dennis Seavers answered that if it was a Level 1 clearance card, it could be used.  Debra Rudd explained the process of linking the already-held clearance card through DPS so that notification would be given to our agency in the event of an arrest. She explained that in order to be able to use the already-held card, at least two years must remain prior to the card’s expiration date, since the appraisal license renewal is for two years.  Dennis Seavers added the recommendation that if you currently have a card, you should reapply to have it renewed again six months before it expires. This will allow them sufficient time to process.  The presentation was ended by the Chairman thanking Director Seaver for his explanation of the process.
Initial File Review for Case 3718, James Shea

The Respondent was present for this matter.  The complaint was filed by the lender who alleges that the appraiser overvalued the subject property by placing most weight on a highly upgraded double unit that was a dated sale. The Complainant further states that they believe the AMC has a responsibility to look at the appraisal and allow the appraiser an opportunity to respond to their concerns. Respondent’s Reply Summary:  The Respondent states that he has lived in the Lake Havasu market for 30 years and that he utilized the best available sales at the time of appraisal. The Respondent reports that he placed most, not all, weight upon the double unit because it shared the same lake view, upgrades, and garage count as the subject. Mr. Shea further states that he considered many factors in his opinion of value and recognizes the superior condition, views and parking features of the subject.  The Respondent also notes that he was never provided an opportunity to respond to the client’s concern prior to this complaint. The subject is a single family residence located in Lake Havasu, and the appraisal has an effective date of June 2014.  After asking the Respondent about the actions he took, Mike Petrus said he found no problems with the report and made a motion to dismiss the case.  James Heaslet seconded the motion.  The motion passed unanimously.   

Initial File Review for Case 3716, Glen Smith

The Respondent was present.  The complaint was filed anonymously and alleges that the review appraiser accepts orders from the AMC without the ability to complete the assignment in the agreed upon time frame. The complaint also alleges that the reviewer’s failure to complete the assignment in the 5-day time frame causes delayed closings and possible monetary damages. Respondent’s Reply Summary:  The Respondent states that he was engaged to complete a field review on June 18, 2014 with a promised delivery of 4-5 business days (June 25th). The Respondent reports that it was necessary to make a second trip to the subject neighborhood on June 23rd to photograph additional comparable sales. Mr. Smith notes that the review was sent to the client on June 25th via email. The subject is a single family residence located in Camp Verde, and the appraisal has an effective date of June 2014.  

Mr. Smith made an opening statement about the engagement letter and that the assignment was not late.  Frank Ugenti said he had no problems with the report, and Mike Petrus concurred. James Heaslet made a motion to dismiss.    Erik Clinite seconded the motion.  The motion passed unanimously. 

Mr. Smith asked the Board to look at the original report he reviewed, as he believed there were numerous errors in this report.  

Initial File Review for Case 3726, Stephanie Gauthier 

The Respondent was present for this matter.   Frank Ugenti recused himself from this case.  The complaint was filed by a Realtor and alleges that the appraiser lacked geographic competency to complete the appraisal. The Complainant further alleges that the Respondent relied upon comparable sales that were over 1 mile away and ignored a recent sale in the immediate neighborhood.  Respondent’s Reply Summary:  The Respondent states that she has lived in Tucson off and on since 1981 and is familiar with the local market. The Respondent further states that she considered the sale provided by the Realtor and found it to be a distressed transaction and not reflective of market value. The subject is a single family residence located in Tucson, and the appraisal has an effective date of July 2014.  Mike Petrus asked about the comparable selections.  Ms. Gauthier explained her process to the Board’s satisfaction.  Additional questions about the extended listing history of the subject were answered, but the Board did not accept the explanation about the value being higher than the asking price for this property solely due to it being a short sale.   There was discussion about the listing history, appraised value, and the limited size of the subject subdivision. There was additional discussion about the subject’s condition, conversations between the agent and the appraiser, and lack of explanation between the listing price of $199,000 and market value at $237,000.  James Heaslet made a motion to have a Level 1 violation removing the finding of superior comps noted in the investigator’s report as this is subjective, and giving a Letter of Concern. Fred Brewster seconded the motion. A roll call vote resulted in the following:

Fred Brewster- Aye, Jeff Nolan - Aye, Mike Petrus - No, James Heaslet – Aye, Erik Clinite – No, and Frank Ugenti recused. Motion carried.  
Initial File Review for Case 3705, Jonathan George

The Respondent was here for both Cases 3705 and 3502.  The Complainant is the Arizona Board who opened the complaint at its June 20th meeting in response to the appraiser’s failure to comply with the Consent Agreement and Order of Discipline issued May 22, 2013. Respondent’s Reply Summary:  The Respondent states that he has made numerous attempts to obtain the logs and reviews from his mentor, James Brown. Mr. Brown has repeatedly assured the Respondent that he would provide the required information, but has not followed through on those assurances. Mr. George further states that he has completed all of the requirements of the Order of Discipline and requests that the Board terminate his probation.  Mike Petrus summarized both cases.  Mr. George explained what attempts he made to get the Standard 3 reviews from his mentor, James Brown.  He believed James Brown was to turn in his work to the Board himself.  He had been told that Mr. Brown had medical problems so he was trying to be patient.  James Brown was still reviewing his reports and taking his money for these reviews.  After several comments from both members of the Board and the Respondent about his time on probation and the feedback from his mentor, Mike Petrus pointed out that the Board has now received the appraisals and Standard 3 Reviews.  Kelly Luteijn confirmed that the Board has received everything.  Fred Brewster made a motion to dismiss this complaint for non-compliance.  Jeff Nolan seconded the motion.  The motion passed unanimously.   
Compliance File Review for Case 3502, Jonathan George  
Due to the submission of the reports that the Board had requested only two days ago, the Board’s investigator did not have sufficient time to review the requested appraisals.  Mike Petrus asked a question about how he arrived at the location adjustment on one of the appraisals submitted from Gold Canyon. Frank Ugenti noted this was a significant adjustment between gated and non-gated subdivisions. Additional discussion resulted in James Heaslet making a motion to have the staff investigator review these reports and bring it back to the Board at a future meeting.  Erik Clinite seconded the motion.  Debra Rudd asked about the respondent’s mentorship requirement, now that James Brown has retired. James Heaslet amended the motion to remove the mentorship from the agreement and allow Jonathan George to continue on probation until the next meeting.  Erik Clinite amended his second to include this provision.  The motion passed unanimously.  
Initial File Review for Case 3697, Pamela Cornwell

The Respondent was present for this matter.  Frank Ugenti recused himself from hearing this case. The complaint was filed by the lender after the appraisal was reviewed internally and concluded to a significantly lower value. The Complainant alleges that the subject is over-improved for the neighborhood and that the Respondent’s opinion of value was inflated by using comparable sales that are superior to the subject in quality and location. Respondent’s Reply Summary:  The Respondent reports that the subject is located within a custom home area of Sabino Mountain and represents a high-end, ridge-top property. The appraiser further states that she expanded her search for comparable sales to other gated communities within the Foothills community to best reflect the action of buyers in the market. Ms. Cornwell supports the data presented in her appraisal as the best available sales and states that using only smaller homes on smaller sites in the immediate development would not produce a credible opinion of value for the subject. The subject is a single family residence located in Tucson, and the appraisal has an effective date of December 2013.  Questions were asked by James Heaslet regarding the lot size.  The Respondent commented that although there are 6 acres, it cannot be separated.  It was considered as one home site when she valued the property.  She said it was the largest home in this neighborhood.  She chose to go to other ridge top properties instead of staying in her subject neighborhood.  James Heaslet asked about the location around the subject versus the comparable sales she selected.  The Respondent answered his questions.  She did not believe the subject is an over improvement.  James Heaslet asked her about the lack of sales in her subject area.  She reported she had searched back two years, and the sales she found would require much larger adjustments which she believed made them not comparable.  Mike Petrus said he had a problem with the reviewer who selected a sale that was less than half the size of the subject’s 7,000 square foot home.  Fred Brewster asked about the program her employer had her in, as a result of this appraisal.  She stated it was an 8-week program working with a reviewer, similar to probation.  James Heaslet believed her analysis was lacking for the size difference of the subject versus the comp sales which were all considerably smaller.  He also questioned how she derived the site value in the Cost Approach.  She explained her land value was by abstraction.  James Heaslet noted a listing at the time in the subject’s subdivision that was 2.5 acres in size that has subsequently sold after this for $220,000.  This would cause him to question her site value at $650,000.  He believes there should be more explanation.  However, he also believes the reviewer made more errors than this appraiser.   Jeff Nolan stated he liked the responses from Ms. Cornwell, and agreed this is a difficult assignment.  Mike Petrus noted he thought the appraiser handled the appraisal correctly.  Mike Petrus made a motion to dismiss.  Jeff Nolan seconded the motion.  Fred Brewster, Mike Petrus and Jeff Nolan voted to approve the motion.  Erik Clinite and James Heaslet voted no.  Frank Ugenti recused.  The motion passed 3 – 2 - 1. 

The Board then took up the question about the review that had been done.  Mike Petrus said he had issues with the review. Mike Petrus made the motion to open a complaint against Stephanie Gauthier #21656 for her non-credible comparable selection.  Fred Brewster seconded the motion.  On a voice vote, the motion carried 5 – 0 – 1 with only Frank Ugenti recused from this matter.  
Initial File Review for Case 3700, Erik Nordstrom

The Respondent was present at this meeting.  The Complainant is the lender who had the Respondent’s appraisal reviewed retrospectively and filed the complaint in compliance with mandatory reporting requirements. The complaint alleges that the appraiser failed to comply with USPAP by utilizing comparable sales of superior quality without proper adjustments; failing to consider more relevant sales data and not properly analyzing the subject’s recent expired listing with a significantly lower list price.  Respondent’s Reply Summary:  The Respondent states that the lender waited 14 months to contact him regarding any concerns about the appraisal and that he was told by the lender that the complaint was based upon a buy-back situation with the loan. The Respondent further states that he relied upon the most recent comparable sales available and that they represent a better indication of value than an expired listing of the subject. The subject is a single family residence located in Fountain Hills, and the appraisal has an effective date of January 2013.  James Heaslet noted the opinion of value was $656,000 but it had an asking price of $499,000.  The Respondent noted this was an expired listing and that it really was not an indication of value.  Mike Petrus said it had been on the market for 4 months and expired approximately a month later and asked how the Respondent could reconcile this difference.  Mr. Nordstrom attempted to answer his question.  Discussion continued about his research and analysis.  Frank Ugenti noted substantial errors rising to the level of making the appraisal not credible.  He then made a motion, citing the violations in the investigator’s report, for a Level 3 Consent Agreement. The Respondent is to take a 15-hour basic appraisal class within 6 months with no continuing education allowed; either online or in person. After a question from the Assistant Attorney General regarding why they were doing a Consent Agreement without requiring appraisal logs, Frank Ugenti amended his motion to make this a Letter of Due Diligence instead of a Consent Agreement.  Mike Petrus seconded the motion.  The vote resulted in 5 in favor of the motion, 1 against.  James Heaslet voted against the motion.
Initial File Review for Case 3707/3713, Scott Swanbery

The Respondent was present at this meeting. Frank Ugenti recused himself from this case.  Debra Rudd requested the Board close the second complaint, to comply with the new statute effective July 24, 2014.  She explained both complaints are on the same appraisal and they were filed to comply with Dodd-Frank mandatory reporting.  The Board asked why they had been opened to begin with.  She explained the Board has not given her the authority to NOT open this type of complaint.  James Heaslet made a motion to direct the Executive Director to follow the statutes and rules and to administratively close complaint Case 3713.  Ms. Galvin stated they did not need to vote. The Board could just direct her to act in this manner.  They then continued with Case 3707. 

The Complainant is the lender who had the appraisal reviewed and alleges that the Respondent relied upon comparable sales that were extremely distant from the subject in superior locations. The lender further alleges that the appraiser failed to adequately analyze the subject sales history, neighborhood and external influences.   Respondent’s Reply Summary:  The Respondent notes that complaint 3707 and 3713 originated from the same lender on the same appraisal and requests that they be consolidated or one is dismissed. Mr. Swanbery states that the review appraiser was not noted to be competent in high value properties and utilized comparable sales that were significantly inferior to the subject’s “grandiose appeal”. The Respondent further states that the reviewer did not provide any viable data that would discredit his opinion of value. The subject is a single family residence located in Phoenix, and the appraisal has an effective date of April 2014.  Mr. Swanbery made an opening statement that this is the largest house in the Ahwatukee area, being over 16,000 square feet in livable area.  He also noted difficulty in finding similar located land sales to value the subject site in the Cost Approach and to make appropriate adjustments for location.  Questions about his comparable selection, marketing trends, and the unique nature of the property resulted in Mike Petrus wondering if this needed to be addressed at a later date after he could review the report from the investigator.  James Heaslet made a motion to continue this matter at a future meeting after the Respondent has an opportunity to review a copy of the investigator’s report.    Fred Brewster seconded the motion.  The motion passed unanimously.
Initial File Review for Case 3717, John Downing

The Respondent was present for this matter.  The complaint was opened by the Board at its June 20th meeting in response to allegations in case #3679 against Larry Abbott.   That complaint alleged that Mr. Downing completed an inspection of the subject property on Mr. Abbott’s behalf and that the Respondent was not qualified to complete an FHA assignment. Respondent’s Reply Summary:  The Respondent states that he was asked to accompany Mr. Abbott to the property inspection because he was not feeling well on the day of the appointment. The Respondent further states that Mr. Abbott told him he intended to schedule another interior inspection at a future date.  Mr. Downing reports that he was unaware that the assignment was for FHA until the end of his inspection and that he had no reason to doubt Mr. Abbott was going to complete his own inspection at a future date. The subject is a single family residence located in Casa Grande.  Questions were asked about Mr. Downing’s knowledge of this appraisal being for an FHA loan.  Mr. Abbott was with him during the inspection, but was ill so he asked him to go inside to do the inspection and that he would come back later to do the inspection.   Mike Petrus then made a motion to dismiss.  Fred Brewster seconded the motion.  The motion passed unanimously.
Initial File Review for Case 3720, Steve Gaul

The Respondent was present for this meeting.  The Complainant is the Homeowner who alleges that the Respondent undervalued her home by failing to consider comparable sales of the same floor plan within the immediate subdivision. The Complainant further states that the appraiser’s improper analysis and unprofessional behavior has caused her tremendous stress and financial hardship. Respondent’s Reply Summary:  The Respondent states that he used the most recent, similar sales available at the time of appraisal. Mr. Gaul further states that the additional sales provided by the Realtor had either not closed escrow yet or were single level properties on larger lots that are not comparable to the subject’s 2-story design. The subject is a single family residence located in Red Rock, and the appraisal has an effective date of June 2014.  Steve Gaul made an opening statement to the Board, noting previous cases heard earlier today and comparing them to this case.  Mike Petrus noted a lack of explanation between the Cost and Sales Comparison approaches wide difference in values.  Steve Gaul noted this would be attributed to external economic depreciation.  Erik Clinite remarked about the sizes of the subject and comparable sales.   Frank Ugenti noted these were all the same floor plan, but the appraiser happened to measure the subject noting a slight difference in size would not warrant an adjustment.  He asked if the Respondent had called the agents to verify they were the same floor plans.  The Respondent said he did call the agents but did not specifically ask about the sizes.  Other items noted by members of the Board included a failure to reconcile the difference between the Cost and Sales Comparison Approaches by not factoring in the external depreciation, and a lack of discussion between the measured size of the subject and comparable selections.  James made a motion to find a Level 1 Letter of Concern, recommending he pay attention to the reconciliation between Sales and Cost Approaches, noting USPAP violation 1-4(b) (iii).  Omit the findings for 1-6 and 2-2 in the investigator’s report.    Erik Clinite seconded the motion. The motion passed unanimously.  When questioned about sending the investigators report to the Respondent, the consensus of the Board was to not send this report as they did not agree with all of the findings.
The meeting then recessed for lunch at 12:15 p.m., noting their return for the 1:00 p.m. informal hearing.

Informal Hearing for Case 3644, Keith Holmes 
The Respondent was present for the informal hearing.  Mike Petrus read the opening statement and introductions by the members of the Board were made.  Frank Ugenti summarized the case for the record which involves a complex property in Lake Havasu City.  He then asked the Respondent if he had any disagreements with the investigator’s report.  Mr. Holmes disagreed with the investigators finding related to an insufficient work file for this complex assignment.  The investigator could not replicate the information the Respondent used in his report which contained only eight pages.  He believed he did not need to print out each page of MLS, just be able to reproduce it when called upon.   Mike Petrus acknowledged that USPAP does allow for electronic files, but in this case when the Board asked for his work file, he should have printed out the pages he referenced.  The Respondent stated he thought this would be misleading as the date on the pages would be the date they were printed.  James Heaslet explained that several appraisers do have electronic work files that contain the full MLS information and that you are to have something in the work file to support the adjustments.  Additional discussion centered on the sketch measurements taken at the time of the inspection, not reconciling with the sketch shown in the appraisal report and the lot adjustments for the subject’s oversized lot versus the comparables.   At the close of the hearing, Mike Petrus made a motion to find Level III, Recordkeeping for the inadequate work file, lack of support for the adjustments, the credibility of the report due to the inadequate sketch for the house and garage.  The motion includes offering a Letter of Due Diligence with a 15-hour basic appraisal class, 15-hour USPAP with exam and both to be taken within the next 6 months (credit will be given if the Respondent can provide evidence that the 15-hour USPAP class was taken in the past 12 months), and no continuing education credit allowed.   
Initial File Review for Case 3696, Jay Kramer

The Respondent was not present.  The Complainant, Kent Maas, was in attendance and asked to address the Board.  The Board summary was read into the record first. The Complainant is an appraiser who had his appraisal reviewed retrospectively by the Respondent that resulted in a complaint being filed with the Board of Appraisal. The Complainant alleges that the reviewer concluded to a value significantly lower than the original appraisal based upon proximate sales that were not comparable to the subject’s unique quality and location. The Complainant further notes that the Respondent’s review and subsequent complaint caused his appraisal practice the loss of clients and financial hardship. Respondent’s Reply Summary:  The Respondent states that he believes the complaint was filed in retaliation for his review that disagreed with the Complainant’s analysis.  The Respondent further states that there were sufficient sales within the subject’s immediate neighborhood that were of similar quality as the subject and no need for the Complainant to use comparable sales over 8 miles away in superior locations.  The subject is a single family residence located in Tucson, and the appraisal has an effective date of May of 2008, but the report was completed in April, 2013.  Mr. Maas stated he had wanted to file a complaint on this reviewer before, but until the complaint was filed against his original appraisal a while ago, he did not know who had reviewed his work.  He believes the reviewer only used MLS and was not competent to have done this review.  He reported the quality and features of the subject were far superior, and the sales the reviewer used were inferior in both areas.  The reviewer noted differences in the comparables used in his report but he made no adjustments.  The subject backs up to the Saguaro National Monument and the comparables used by the reviewer are newer and may be over improved for the area. The Board asked questions about the bed and breakfast use of the subject property and noted the reviewer is a licensed (not certified) appraiser.  James Heaslet made a motion to invite the Respondent to an informal hearing.  Fred Brewster seconded the motion.  The motion passed unanimously.      
Initial File Review for Case 3698, Robert Tavener

The Respondent was present for this meeting.  The complaint was filed by the property owner who alleges that the appraiser accepted a fee to appraise his property and failed to produce a report. The Complainant also alleges that the Respondent left inappropriate messages on his cell phone when the owner tried to resolve the matter. Respondent’s Reply Summary:  The Respondent states that he is a staff appraiser for TSI Appraisal and was asked to appraise the Complainant’s property in May of this year. Mr. Tavener reports that once he inspected the property he determined that it was zoned and being used as a commercial operation. At that time, he contacted the lender and the assignment was cancelled and he never billed an appraisal fee.  The Respondent reports that the homeowner made repeated threatening calls and that he informed the owner that he would no longer have any contact with him.  After questioning the Respondent about what actions he took, the Board was satisfied that he acted appropriately, thus no violations were found.  James Heaslet made a motion to dismiss the complaint.  Fred Brewster seconded the motion.  The motion passed unanimously.
Initial File Review for Case 3701, Allan Pike

The Respondent was present at this meeting.  The complaint was filed by a Chief Appraiser for HUD who removed the respondent from the FHA roster after a review revealed flaws in the appraiser’s work product. Specifically, the complaint alleges that the respondent failed to report the results of an appraisal clearly and accurately and that the value conclusion was not supported by the data and analysis in the report. Respondent’s Reply Summary:  The Respondent states that he has been on the FHA roster for 11 years and has never had a disciplinary action prior to this complaint. The Respondent further states that he believes he adequately and accurately reflected the condition and features of the subject. The appraiser reports that his suspension from the FHA roster is for a period of 90 days and includes 19 hours of continuing education. The subject is a single family residence located in Chino Valley, and the appraisal has an effective date of March 2013.  The Board questioned the appraiser about the actions HUD took, and the Respondent explained that HUD has subsequently dropped the suspension from their approved list from 90 days to 30 days and he is now back on their list.  The members commented on the storage building with a concrete lined pit.  Mr. Pike answered HUD was not concerned about the pit being a safety hazard, but more concerned about oil residue, which he disputed.  He had disputed the concerns HUD had related to the report, and believes the reviewer may have originally been too harsh in his criticism of the report, which was why they agreed to lower the suspension from 90 to 30 days.  Additional discussion included the size adjustment justification, contract items disclosures and suggested explanations to be added.  However, they did not believe the Respondent had adequately supported the reported size adjustments, failed to adequately identify the subject improvements (peeling paint), and failed to reconcile the large differences between the two approaches to value which resulted in violations to USPAP 1-4 (b)(ii); 1-6(b); 2-2 (b)viii.  Frank Ugenti made a motion to find a Level 1, noting the cited violations above, Letter of Remedial Action.  The Board would accept the education already taken for HUD and allow continuing education for these same classes.  The motion was seconded by James Heaslet, and passed unanimously. 
 Initial File Review for Case 3714, James Clevenger

The Respondent was not present. The complaint was filed by the homeowners who allege that the Respondent undervalued their home due to his lack of appraisal experience in their neighborhood. The complaint further alleges that the appraiser failed to use comparable sales they provided to him that they believed were better indicators of value for their property. Respondent’s Reply Summary:  The Respondent states that he was geographically competent to complete the assignment and would not have disclosed a lack of competency to the property owners. The Respondent further states that the comparable sales the Complainant provided were over 2 miles away from the subject and there was no reason to go that far for sales data. The subject is a single family residence located in the Verrado development of Buckeye, and the appraisal has an effective date of June 2014.  Board members stated they did not understand the comps that were selected by the appraiser.  After discussing some of the differences noted between the subject and the comparable sales, Frank Ugenti made a motion to send the investigator’s report to the Respondent and invite him in for an informal hearing.  Erik Clinite seconded the motion.  The motion passed unanimously. 
Initial File Review for Case 3715, Christina Plemons

The Respondent was not present at this meeting.  The complaint was filed by the lender who alleges that the appraiser overvalued the subject property by not properly identifying its physical characteristics. The complaint further alleges that the Respondent used comparable sales that were much larger than the subject and ignored sales of similar size. Respondent’s Reply Summary:  The Respondent states that she utilized the best available sales from within the subject community and expanded the search to competing developments for similar properties. Ms. Plemons further states that she considered the condition and upgrades of the subject and made appropriate adjustments as warranted. The subject is a condominium located in Chandler, and the appraisal has an effective date of May 2013. Mike Petrus stated he had no issues with the report and Frank Ugenti agreed.   Frank Ugenti then made a motion to dismiss the complaint.  Jeff Nolan seconded the motion.  The motion passed unanimously.
Rules & Legislative Committee Report
Frank Ugenti updated the Board on the meeting held last month.  He stated the committee decided to not go forward with a new rulemaking until the current rulemaking is finalized.

New Business, Item #D

Mike Petrus spoke to the discussion, consideration and possible action regarding responses to comments received in preparation for the filing of the Notice of Final Rulemaking.  Jeanne Galvin stated that the drafted response has been provided to them, and for them to accept the proposed responses to comments or to change them. If they are going to make a change in rule based on the comments received that are substantive it would require starting the rule-making process over.  Questions were posed by Board members about how this process works and Jeanne Galvin explained.  The Board members discussed some of the comments and proposed responses, noting a minor change to one of the rules to change the word “particular” to “final”. Frank Ugenti made a motion to adopt as final with minor changes as discussed, to the rules.  James Heaslet seconded the motion. After additional comments Frank Ugenti withdrew his motion and James Heaslet withdrew his second.  Mike Petrus then made a motion to table this item and hold one more rules meeting to allow stakeholders to see the proposed responses to comments.  Jeff Nolan seconded the motion.  The motion passed unanimously.
Staff was directed to post the comments and proposed responses to the Board’s website for stakeholders to be able to see them.
New Business, Item #B
Mike Petrus spoke to the discussion, consideration and possible action relating to the possibility of any recommendations from the Budget Committee that the full board consider pursuing legislation increasing licensure/application fees.  Erik Clinite gave the board a summary of the expenses and revenues in the past few years and those expected in the next two years.  Fred Brewster said there is $610,000 in revenue expected and $735,000 expenses projected for this year.   The committee asked Debra Rudd to get the expenses lowered to within the revenue levels projected.  Frank Ugenti recognized that it was going to be almost impossible to lower expenses to this extent without causing problems with the operations of the board.  He believed it was also going to take a statute change to increase fees.  Additional discussion included the new database project including the $11,200 that is still owing under the contract, the historical sweeping of fees in 2009, findings from the Auditor General in the report filed April 2013 that increased expenses, the declining number of appraisers, and how to solve the problems. The Committee did not recommend any amount for a fee increase, but recommends to the full board that legislation be started.  Joanna Conde addressed the Board about the number of complaints that may be coming, the fees that are charged, and offered some possible ideas.  Frank Ugenti made a motion to allow the Executive Director to pursue legislation to raise fees while allowing her to continue to find ways to cut expenses. Fred Brewster seconded the motion.  The motion passed with 4 in favor; 2 against (Petrus and Heaslet voted no). 
Frank Ugenti left the meeting at 4:20 p.m.

Application Review Committee
James Heaslet reported to the full board the recommendations as shown at the end of the minutes.  He said this was his motion.  Erik Clinite seconded the motion.  The motion passed 5 in favor, 0 against.
New Business, Item #A
Mike Petrus spoke to the discussion, consideration and possible action relating to the possible expansion of the Application Committee including, but not limited to the number of new members, term of service, scope of work, volunteer status, possible impact on budget, confidentiality agreement, and qualifications (licensed/certified/in good standing).  James Heaslet summarized his views to expand the committee to a pool of appraisers to allow geographic competency, but the board would still have the final responsibility to approve.  It would take the burden off of the staff investigator and would provide diversity to the process.  He added the peer group would need to understand this is for USPAP compliance, that confidentiality would have to be maintained, that the Board should be decision makers.  This would not expand the application review committee.  This would be volunteers doing a Standard 3 review and giving it to the application review committee.  The Application committee would still be in place until this is vetted.  When asked for specifics, James Heaslet gave an example if an applicant from Tucson had reports to be reviewed, the volunteer(s) from Tucson would be sent the appraisals to do Standard 3 Reviews.    Mike Petrus stated he was in favor of this to ease the workload on the board members.  Joanna Conde offered to the Board AAREA’s peer review to assist the Board.  Fred Brewster asked if they were not asking to outsource some of the work.  James Heaslet and Mike Petrus agreed. Mike Petrus said the reports could go out to three different volunteers and the volunteers would write the Standard 3 reviews. 
Frank Ugenti rejoined the meeting telephonically at 4:35. He asked if the staff investigator would still review these reports.  Mike Petrus answered no.  The volunteer (consultant), would remove any question about geographic competency, it would be more than one person giving their opinion.  Fred Brewster then made a motion to find a pool of consultants and to try this and see if it would work.  Frank Ugenti said he is aware of Nevada who has nine approved individuals to do this type of process.  He has concerns about handing off responsibility to those not on the Board.  He thought there might be value to this process particularly if there is a specific property type that perhaps a volunteer would be better to judge. Mike said the application process is not the same as a complaint.  Fred Brewster then asked if Jeanne Galvin would need to approve this process.  She answered she would not be approving this process but could review it for legal compliance.  Fred Brewster made a motion to authorize the Executive Director to put this process in place and for the Board to review it at the next meeting.  Jeanne Galvin stated she would rather have the Board review procedures before they were implemented.  Fred Brewster so moved.  Mike Petrus seconded the motion.  The motion passed unanimously.
New Business, Item #C

Mike Petrus 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).  Fred Brewster made a motion to approve all of the education shown on the agenda.  Jeff Nolan seconded the motion.  All approved the motion. 

12-Month File Review - 3354 Donna Hastings
Jeanne Galvin summarized for the board that Donna Hastings was given a specific amount of time to comply, and she has not responded to the extended Consent Agreement that was offered to her.  The case has been ongoing for over a year and she had been placed on probation, but never responded until recently.   At the last meeting the Board voted to allow her to get into compliance, but have this case go to formal hearing for revocation if she did not comply by the due date.  After discussion, the consensus was to have the Board hear the formal, in lieu of OAH as it is for non-compliance issues.  Given the time required for notice to be sent, the matter would not be coming back to the Board until probably November.
Report by Assistant Attorney General

The Assistant Attorney General had no assignments to report.
The Executive Director report:

Ms. Rudd said in the past month she has been working on budget projections. She is still working on moving the server to ADOA ASET to have the software loaded onto it.
James Heaslet left the meeting, but a quorum remained. 

Future meetings
The next board meeting will be October 28th.  The Application committee will be meeting at 9:00 a.m. on October 27th.  Rules Committee will be meeting Thursday, October 23rd at 1:30 p.m. and Budget Committee will also be meeting on Thursday, October 23rd at 1:00 p.m.
Mike Petrus announced two new public members have been appointed to the Board.  Gregory Thorell and Gregory Wessel have both been appointed and will be at the next Board meeting.  

The meeting then adjourned at 4:49 p.m.
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RECOMMENDATION FOR APPROVAL OF THE FOLLOWING COURSES:

I. Submitted Education


A.
Continuing Education – New – Not AQB Approved

American Society of Appraisers

ARM204 Appraisal Review and Management Overview, ABA #0914-XXX, 30 hours 
Roger Durkin


ARM201 Appraisal Review and Management, ABA #0914-XXX, 30 hours 
Roger Durkin

Appraisal Institute / Phoenix Chapter

Real Estate Finance, Value and Investment Performance, ABA #0914-XXX, 7 hours

Kerry Jorgensen


Residential Green Description Made Easy, ABA #0914-XXX, 4 hours

James Atwood

Appraisal Institute / Southern Arizona Chapter

Medical Facilities Meeting Evolving Demands, ABA #0914-XXX, 3 hours

Tari Auletta, Rick Kleiner, Thomas Knox, Ron Zimmerman, Clinton Kuntz, Richard Prevallet, Eve Edelstein, Julie Highton-Snedeker, Chris Winters

Arizona Tax Conference


2014 Arizona Tax Conference ABA #0914-XXX, 7.5 hours 

Ricardo Hernandez, Peter Korpacz, Bret McKee, Uwe Hohoff, Daniel Swango, Dave Christian, Kevin McCarthy, Joe Wehrle, Justin Feffer

ASFMRA

Key Issues of Grain Elevator, ABA #0914-XXX, 8 hours

Jeff Berg
Bryan Cave, LLP

Condemnation Summit ABA #0914-XXX, 6.5 hours

Steven Hirsch, Christopher Kramer

The Hagar Institute (Kinja, LLC parent Co.)

The Art of Determining Appraisal Adjustment ABA #0914-XXX, 4 hours

Richard Hagar

Defining Market Value & How to Adjust for Concessions, ABA #0914-XXX, 3 hours

Richard Hagar

Rejected Appraisals – Issues Related to AQM, UAD & Other Failures ABA #0914-XXX, 7 hours

Richard Hagar

B.
New Instructor

The Columbia Institute

Focus on the Workfile, ABA 0714-1309


Jeremy C. Johnson


Residential Sales Comparison- The Adjustment Process No. 151, ABA 0513-1177

Jeremy Johnson


New Construction A Residential Valuation, No. 152, ABA 0514-1301 


Jeremy C. Johnson


2014-15 National USPAP Update, No. 101, ABA 0114-1255, 

Jeremy C. Johnson
II. By Consent Agenda

A. Continuing Education – New – AQB Approved

Appraisal Institute

Unraveling the Mystery of Fannie Mae Appraisal Guidelines, Distance Education, ABA #D0914-XXX, 4 hours

John Underwood

McKissock, LP
Appraisal of Fast Food Facilities, Distance Education, ABA #D0914-xxx, 7 hours

Tracy Martin

B. Continuing Education – Renewal - Not AQB Approved



Arizona School of Real Estate & Business



Home Inspection Rights & Responsibilities, ABA 0913-1199, 3 hours



Marti Barnewolt, Tamala Daniels, Thomas P. Denny, James Duke, Judy Houston, Joel Huston, Bill Iannelli, Diane Kotula, Don Miner, Marlene Olsen, Richard Turkian, Randy Helfman, Earl Cass
C.  Continuing Education – Renewals –AQB Approved



McKissock LP



Reviewer’s Checklist, ABA 0913-1202, 7 hours



Dan Bradley, Wally Czekalski, Chuck Huntoon, Tracy Martin, Larry McMillen, Steve Vehmeier, , Robert McClelland,  Rob Abelson, Alex Gilbert, Amelia Brown, Dan Tosh, James Greg Harding
D. Qualifying Education – New – AQB Approved



Appraisal Institute


Residential Market Analysis and Highest and Best Use, ABA 0914-XXX-04, 15 hours



Jim Atwood


ASFMRA


Sales Comparison Approach for General Appraisers, ABA 0914-XXX-13, 30 hours



Brent Stanger
E. Qualifying Education – Renewals –AQB Approved



Arizona School of Real Estate & Business



Basic Residential Appraisal Principles, ABA D0913-1200-01, 30 hours



Tim Detty



Basic Residential Appraisal Procedures, ABA D0913-1201-02, 30 hours



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

To:
Board of Appraisal

From: 
Application Review Committee

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

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

II.
Other Business
A.   Report on number of Arizona Appraisers, Property Tax Agents and AMC’s:  

	
	9/2012
	
	9/2013
	
	9/2014

	Licensed Residential
	311
	
	267
	
	240

	Certified Residential
	1124
	
	1120
	
	1100

	Certified General

	777
	
	781
	
	769

	September Totals
	2212
	
	2168
	
	2109

	Nonresident Temporary
	87
	
	82
	
	94

	Property Tax Agents
	379
	
	343
	
	332

	Appraisal Management Co.
	
	
	165
	
	162


III.
Appraiser Renewal


 1)
To find substantively complete:


20158
Terry G. Fenlon
IV.
Substantive Review 

A.
 Certified Residential by exam unless otherwise noted



 1)
To find substantively complete:

AR12333
Julieanne M. Leaverton

AR12347
Cameron H. Norris  



 2)
To table:

AR12351
Seth W. Acuff

B.
 Certified General by exam unless otherwise noted



 1)
To find substantively complete:
AG12349
Douglas A. Zink (by reciprocity)

V.
To Approve Applications for Reconsideration
AR12324
Genevieve L. Konves

VI.
To Approve Applications for License/Certificate Already Issued

A.
Reciprocity


32041
Bruce E. Nell

B. Nonresident Temporary
TP41557
Eric B. Garfield
TP41558
Adam J. Cloern
VII.
Substantive Review for AMC Initial Applications


 1)
To find substantively complete:


AM12368
AAA Appraisal Management Company, LLC

VIII.
Consent Agenda 
To take no action on the consent agenda items to close without prejudice as there is no need for the committee to take any action on appraisal credentials that have expired. The files will automatically be closed. 

	
	2014/JAN
	2014/FEB
	2014/Mar
	2014/Apr
	2014/May
	2014/JUN

	COMPLAINTS FILED*
	8
	7
	9
	8
	8
	15

	
	
	
	
	
	
	

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

	DISMISSED
	4
	5
	2
	2
	6
	9

	LETTER OF CONCERN
	3
	2
	1
	3
	1
	1

	LETTER OF REMEDIAL ACTION
	3
	2
	2
	0
	0
	2

	LETTER OF DUE DILIGENCE
	1
	4
	1
	0
	1
	0

	PROBATION
	0
	5
	0
	1
	0
	0

	CONSENT
	1
	0
	1
	0
	0
	0

	SUSPENSION
	1
	0
	1
	0
	2
	1

	SURRENDER
	0
	0
	0
	0
	0
	0

	REVOCATION
	0
	0
	0
	0
	0
	1

	CEASE & DESIST
	0
	0
	0
	0
	0
	0

	
	
	
	
	
	
	

	REFER TO INFORMAL HEARING
	1
	1
	0
	2
	2
	2

	REFER TO FORMAL HEARING
	1
	0
	1
	0
	0
	1

	
	
	
	
	
	
	

	
	2014/JUL
	2014/AUG
	
	
	
	

	COMPLAINTS FILED*
	15
	8
	
	
	
	

	
	
	
	
	
	
	

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

	DISMISSED
	3
	5
	
	
	
	

	LETTER OF CONCERN
	1
	1
	
	
	
	

	LETTER OF REMEDIAL ACTION
	1
	1
	
	
	
	

	LETTER OF DUE DILIGENCE
	1
	0
	
	
	
	

	PROBATION
	0
	0
	
	
	
	

	CONSENT
	0
	1
	
	
	
	

	SUSPENSION
	0
	0
	
	
	
	

	SURRENDER
	0
	0
	
	
	
	

	REVOCATION
	0
	0
	
	
	
	

	CEASE & DESIST
	0
	0
	
	
	
	

	
	
	
	
	
	
	

	REFER TO INFORMAL HEARING
	0
	1
	
	
	
	

	REFER TO FORMAL HEARING
	0
	0
	
	
	
	

	
	
	
	
	
	
	

	[image: image11.png]*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.
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