New Appraisal Law Effective 7/24/2014 Changes Background Checks Upcoming Oral 
Oral Proceeding to Accept Comments on the Proposed Rule Revisions

An oral proceeding is held to allow stakeholders an opportunity to comment on the proposed changes to rules.  It is not a Board meeting and only staff will be in attendance.  The Board invites comments at the upcoming scheduled meeting:
When:	 July 30th, 2014 at 9:00 a.m.
Where:	 BOA Office
	 15 S. 15th Avenue, 
 Suite 103A,
 Phoenix, AZ 85007

Written comments may also be sent to the Executive Directors attention at the address above.
To find a copy of the changes, please visit our website https://boa.az.gov
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By Debra Rudd, Executive Director
The new legislation revising the statute for the Board of Appraisal will be in effect July 24th, 2014.  The Board has required criminal background checks for new applicants since 2007.  This new legislation requires criminal background checks for new applicants and existing appraisers (at the time of renewal), as well as AMC owners and controllers.   It does not apply to Property Tax Agents.  Criminal background checks in Arizona are processed by the Arizona Department of Public Safety (DPS).
The new law changes the criminal background checks from a one-time report to a clearance card.  Clearance cards are issued by DPS, and are effective for six years from date of issuance.  DPS uses the FBI database and state records to do their research.  They process the applicant’s fingerprints and if a criminal history is detected, the DPS will compare the criminal record of the applicant to those offenses listed in Arizona Revised Statute §41-1758.03. If the applicant/appraiser is found to have committed one of the proscribed offenses, they will not be issued a Clearance Card.  A list of criminal offenses is shown in the following link:
http://www.azleg.gov/FormatDocument.asp?inDoc=/ars/41/01758-03.htm&Title=41&DocType=ARS

(Please note, for a complete list of the crimes researched by DPS, you may need to refer to the other statutes mentioned in this link such as A.R.S. §41-1758.07).
In the middle of June, staff sent out renewal notices to those whose appraisal licenses were expiring at the end of August, 2014.  Included in the renewal packets were fingerprint cards and a DPS form, along with a preaddressed envelope to enable the appraisers to send this information directly to DPS.  Please include a business check, cashier’s check or money order made payable to DPS for the $67.00 fee, the completed form and fingerprint card and send to DPS in the preaddressed envelope.  In the renewal packet there was also a renewal application form, FAQs and instructions on what was necessary to complete the renewal process.  Please send this renewal form, your continuing education certificates, and the appropriate fees to renew, to the Board of Appraisal Office.  It is the Board’s intent to have this same renewal packet sent out every month until all existing appraisers who need this clearance card are included.  In the meantime, we have posted a link to the FAQs on the website under the heading of The Path to Becoming an Appraiser. 
Please contact your local law enforcement agency to see if they provide this service.  You may also use the services of a private fingerprinting company.  
Other Statutory Changes Effective July 24, 2014
As you may know, changes to the Board’s statutes allow the Board, as part of its statutory authority to impose discipline, to assess civil penalties when it has determined that an appraiser has committed unprofessional conduct and/or violated USPAP.   The statute limits the amount that the Board can impose. According to the statute the maximum penalty may not exceed $3,000 per complaint; not per violation.   In addition, the statute now authorizes the Board to collect fees and costs associated with a formal hearing if the Board prevails on the merits of the case.  The law further clarifies that the respondent/licensee/applicant has the same ability to collect attorneys’ fees and costs (although this has always been the case).  The relevant portions of the new law appear below. 
START_STATUTE32-3632. Hearing and judicial review; civil penalties; costs and fees
A.  The hearing on the charges shall be at a time and place prescribed by the board and shall be in accordance with title 41, chapter 6, article 10.
B.  If the board determines that a state licensed or state certified appraiser is in violation of this chapter; it shall prepare a finding of fact and take disciplinary or remedial action and may impose a civil penalty not to exceed three thousand dollars per complaint filed with the board pursuant to this chapter.  All civil penalties collected pursuant to this subsection shall be deposited, pursuant to sections 35‑146 and 35‑147, in the state general fund.
C.  If a case proceeds to a formal hearing before either the board or the office of administrative hearings both of the following apply:
1.  If the board sustains its burden of proof and prevails on the merits of the case, the board may collect from the respondent applicant, registered trainee appraiser, appraiser or property tax agent the board's costs and expenses associated with the formal hearing, including reasonable attorney fees, expert testimony and preparation fees, investigative costs and expenses and costs incurred relating to the office of administrative hearings and court reporters.  All monies collected pursuant to this paragraph shall be deposited, pursuant to sections 35‑146 and 35‑147, in the board of appraisal fund established by section 32‑3608. Notwithstanding section 35-143.01, these monies may be spent without legislative appropriation.
2.  If the board does not sustain its burden of proof and the respondent applicant, registered trainee appraiser, appraiser or property tax agent prevails on the merits of the case, the respondent applicant, registered trainee appraiser, appraiser or property tax agent may collect from the board fees and other costs associated with the formal hearing. 
Before the Board begins assessing civil penalties, it has stated its desire to receive comments from stakeholders and the public on the issue.  For instance, under what circumstances would civil penalties be assessed and how much would be assessed.  The Board may consider developing a matrix that would provide guidance in those cases in which a licensee could be subject to an assessment of civil penalties.  These meetings will be conducted by the Board’s Rules and Legislative Committee and will be open to the public.  Please check the Board’s website for upcoming meetings.
Additional changes to the Board’s implementing statutes include imposing a timeframe in which complaints can be filed.  Under the new law, the Board does not have jurisdiction over complaints in which the appraisal is more than five years old, or two years after it has been litigated.  This coincides with the recordkeeping rule in USPAP.  In addition, Board members and staff who hold appraisal licenses/certificates are not subject to complaints for work related to their performance on Board related matters.  Additionally, a new provision allows the Board to consolidate complaints when more than one complaint has been filed against an appraiser for the same appraisal, and has been filed within a certain time frame as the result of the mandatory reporting required under Dodd-Frank.  Finally, the amount of the required AMC bond is changed from $20,000 to between $20,000 and $50,000. The Board will need to revise its rules in the future to implement any change of the bond amount. Please continue to monitor the Board’s website for announcements relating to meetings of the Rules Committee.     
A message from the Chairman
  
By Mike Petrus
It is with great reluctance and sadness that we say goodbye to Board member Mark Keller. Mark is a Certified General Appraiser for SRP and has been serving on the Board for the past 12 months. There is a statute requiring Senate Confirmation within 12 months. Mark did not receive a confirmation hearing last session. The Governor’s office has informed us that Mark can no longer serve on the Board. 
Mark, thanks for all your good work and time on the Board, you will be missed.
Now on an optimistic note, we have a position open on the Board for a Licensed or Certified appraiser. Now is the time to step up and put your time and effort forth for the appraisal profession.
As always, the previous thoughts are mine alone and should not be attributed to other Board Members.
Continuing Education Given for Attendance at a Board Meeting
As of November 21st, 2013 you may be able to receive up to three hours of continuing education credit by attending a regular monthly board meeting.  
R4-46-207(A) (1) (e) (iii) states: 
Attending a regularly scheduled Board meeting. The Board shall allow an appraiser to receive a continuing education hour for each hour of one regularly scheduled Board meeting attended to a maximum of three hours during a renewal period. To receive these continuing education hours, the appraiser shall attend at least two hours of the regularly scheduled Board meeting and ensure that the appraiser’s name is not part of an item on the meeting agenda.

To see when the next Board meeting will be held, please visit the Calendar page on our website:
https://boa.az.gov/
There will be a sign in sheet at the door of the meeting if you wish to receive credit for attendance.  Staff will confirm that your name is not on the agenda, and have you sign the attendance sheet.  After a minimum of two hours you will be eligible to receive continuing education for your attendance.  When you are ready to leave, please see the staff member sitting outside the meeting to pick up your certificate.  Remember, this credit is only allowed once per renewal period.  You must stay a minimum of two hours and the maximum number of hours you can receive is three (if you have actually attended a three-hour segment of the meeting).  
Did you know?
There will be a new FHA handbook online later this summer. To do business with FHA or to find more information please visit:
www.HUD.Gov
Fannie Mae has a new Mortgagee letter pertaining to appraisals. It is SEL-2014-03 which can be found in the Sellers Guide.  To access Fannie Mae’s Sellers Guide: 
https://www.fanniemae.com/singlefamily
VA has contracted with CoreLogic as of June 1st, 2014 to provide analytical tools to see patterns in appraisals similar to what Fannie Mae is currently doing.  VA is recruiting appraisers to its panel in some areas.  If interested please visit:
http://www.vba.va.gov/pubs/forms/VBA-26-6681-ARE.pdf
The link to read the Interagency Guidelines regarding appraisals and evaluations is:  http://www.federalreserve.gov/boarddocs/srletters/2010/sr1016.htm



[image: ] Calling all Supervisors

For those of you who currently supervising appraiser trainee but have not received a certificate as a Designated Supervisor, or if you are interested in being a Designated Supervisor in the near future, please register as soon as possible.  As of January 1, 2015, you must be a Designated Supervisor to train appraisers.  It does not take much time to complete the application which can be found online.  You will need to have attended an approved Supervisory/Trainee course taken after September 1, 2013, and a current clearance card issued from the DPS (see previous information found on page 1 regarding clearance cards).   If you do not have a clearance card, or are not in the process of getting one already, please contact our Board Office for a packet to be sent to you. You can send us an email at info@azboa.gov or phone us at (602)542-1558.  You must be registered as a Designated Supervisor before your trainee completes the registration process.

Important Quote for Appraisers

“To know USPAP is a shield.  
To not know USPAP is a sword.”
Our thanks to David Bunton of the Appraisal Foundation for this citation.

Speaking of knowledge – Do you know the Appraiser Independence Rules?
15 U.S. CODE § 1639E - APPRAISAL INDEPENDENCE REQUIREMENTS
(a) In general 
It shall be unlawful, in extending credit or in providing any services for a consumer credit transaction secured by the principal dwelling of the consumer, to engage in any act or practice that violates appraisal independence as described in or pursuant to regulations prescribed under this section. 
[bookmark: b](b) Appraisal independence 
For purposes of subsection (a), acts or practices that violate appraisal independence shall include— 
[bookmark: b_1](1) any appraisal of a property offered as security for repayment of the consumer credit transaction that is conducted in connection with such transaction in which a person with an interest in the underlying transaction compensates, coerces, extorts, colludes, instructs, induces, bribes, or intimidates a person, appraisal management company, firm, or other entity conducting or involved in an appraisal, or attempts, to compensate, coerce, extort, collude, instruct, induce, bribe, or intimidate such a person, for the purpose of causing the appraised value assigned, under the appraisal, to the property to be based on any factor other than the independent judgment of the appraiser; 
[bookmark: b_2](2) mischaracterizing, or suborning any mischaracterization of, the appraised value of the property securing the extension of the credit; 
[bookmark: b_3](3) seeking to influence an appraiser or otherwise to encourage a targeted value in order to facilitate the making or pricing of the transaction; and 
[bookmark: b_4](4) withholding or threatening to withhold timely payment for an appraisal report or for appraisal services rendered when the appraisal report or services are provided for in accordance with the contract between the parties. 
[bookmark: c](c) Exceptions 
The requirements of subsection (b) shall not be construed as prohibiting a mortgage lender, mortgage broker, mortgage banker, real estate broker, appraisal management company, employee of an appraisal management company, consumer, or any other person with an interest in a real estate transaction from asking an appraiser to undertake 1 or more of the following: 
[bookmark: c_1](1) Consider additional, appropriate property information, including the consideration of additional comparable properties to make or support an appraisal. 
[bookmark: c_2](2) Provide further detail, substantiation, or explanation for the appraiser’s value conclusion. 
[bookmark: c_3](3) Correct errors in the appraisal report. 

[bookmark: _GoBack]The above is a portion of the U.S. Code Title 15, Chapter 41, Commerce and Trade as shown on Cornell Law School’s website.  Appraiser Independence Requirements were originally part of HVCC, but were incorporated into the Consumer Protection Act, or more commonly known as the Dodd-Frank Act of 2010.  At the Board office we are often told by consumers that appraisers cannot talk to them.  We understand confidentiality requirements per USPAP, but perhaps understanding the federal law as shown in the highlighted area will help you avoid having a complaint filed at the Board.  For more Appraisal Independence Requirements http://www.law.cornell.edu/uscode/text/15/1639e


Information on Appraisal Management Companies 
Recently I had an opportunity to hear Peter Christensen of Liability Insurance Administrators give a speech about AMCs.  He surveyed 200 AMCs and found the following statistics:
· Most AMCs are small companies.  86% have annual gross revenue less than $10 million.  Conversely, 13% have annual gross revenues of over $50 million.  
· AMCs are more frequently adopting a “cost plus” pricing model for their services.  This means they charge a separate fee for their service and are transparent about their fees paid to an appraiser. (Note: Arizona Appraisal Statute requires appraisers to disclose the fees they have been paid by an AMC in the Scope of Work section of the appraisal).
· 35% of the AMCs surveyed are headquartered in the western part of the country (6% are headquartered in AZ; 28% are in CA).
· 54% of the AMCs surveyed were started in the year 2009 or later. 6% were in operation prior to 2000.
· 14% of the AMCs surveyed are in all 50 states; 40% operate in less than 5 states (24% operate in only 1 state)
· 8% of the AMCs manage over 50,000 appraisals per year; 50% manage less than 5,000 orders per year. The number of appraisal services managed annually varies from a few 100 to over 500,000.
· There are currently over 500 AMCs known to be operating in the country.  (As of June, 2014 there are 167 registered AMCs in Arizona).
Our thanks to Peter Christensen for allowing this information to be printed in this newsletter.
Board Miscellaneous News
The Board has been actively keeping abreast of changes occurring at the federal level regarding the proposed AMC Rules.  The Board, along with 39 others, provided a written response to the proposed rules last month. 
Related to the proposed rules, Executive Director Debra Rudd was asked to represent the Association of Appraiser Regulatory Officials (AARO) at the Collateral Risk Network (CRN) meeting and Valuation Expo held in Las Vegas on June 23rd through 25th.  Debra was an invited guest and participated on a panel about the proposed rules and what they would mean for regulators.  
The Appraisal Foundation (TAF) and the Appraisal Sub-Committee (ASC) announced another Investigator Training class will be offered in September.  This will be the third class that has been offered to two regulatory officials per state and is by invitation only.  TAF and the ASC bear all costs of attendance.  Between the current Board and staff, five persons from Arizona have attended Investigator Training I & II.  
Complaint Statistics 
From January 1st through June 30th, 2014 the Board office received 55 complaints.  Fifteen of these complaints came in June, which is almost double the average amount per month.  Figure 1 illustrates, the majority of the complaints are still coming from homeowners (37%), but there has been a decrease in homeowner’s complaints and an increase in those filed anonymously (See Figure 2).   
 Figure 1 – Complaints filed January 1st – June 30th, 2014










Figure 2 - Complaints filed in all of 2013
The complaints are being filed primarily are against appraisers.  However, we have received 4 complaints against Property Tax Agents in the past few months and 4 complaints against AMCs.  The Board took action on 69 cases in the past 6 months.  Of those actions, they dismissed 28 cases (41%),    

Please remember…The deadline before the new AQB2015     criteria for applicants is December 31, 2014.  For those who are applying to be an appraiser, or those going up in classification, the Board recommends you turn in your application by September 1, 2014, to allow for processing.  There will be no extensions past the December deadline.
If you are a Supervisor or Trainee who will not be eligible for licensure or certification before January 1st , 2015, the Board recommends you turn in your registration by September 1st as well, to avoid any interruption in training.  After January 1st, both Supervisor and Trainee must be registered with the Board.
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