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Ann McDermott called the meeting to order at 1:06 p.m.

1. Introduction of Task Force members.

In Las Vegas: Ann McDermott, Administrator, Nevada Real Estate Division; Jack Woodcock, Nevada
Association of Realtors; Deanne Rymarowicz, Legal Counsel, Greater Las Vegas Association of Realtors; Keith
Kelley, Nevada Association of Realtors/Kelley and Associates Real Estate; Pam Kinkade-Certified General
Appraiser; Linda Pierson, Commission Coordinator.

In Carson City: Gina Session, Chief Deputy Attorney General; Teresa McKee, Legal Counsel, Nevada
Association of Realtors; Tony Wren, Certified General Appraiser; Deonne Contine, Deputy Attorney General.
Amy Lessinger was unable to attend.

2. Discussion and possible action regarding election of Task Force officers.

Keith Kelley nominated Jack Woodcock as chair. Seconded by Deanne Rymarowicz. Motion carried.

3. Discussion regarding Open Meeting Law.

Deonne Contine, Deputy Attorney General serving as Task Force counsel, gave a presentation on the Open
Meeting Law.

4. Discussion and possible action regarding Broker Price Opinion’s, including but not limited to:

Ms. McDermott gave an overview regarding the purpose of the task force.

e There is an Appraisal statute that defines valuation, and the Division has issued an informational bulletin
entitled Broker Price Opinions which the Task Force will assess.

e Given the marketplace today, there is a need to address the parameter of a Broker Price Opinion and
determine whether there is a need to reassess the Appraisal statute as it exists, and whether the informational
bulletin should be an ongoing document or needs to be revised somehow to address where we are today and
going forward.

o May need to make some statutory suggestions and pursue that in the next legislative session.

e The attorneys on the Task Force have conducted surveys of the various jurisdictions around the United States
to determine their position on Broke Price Opinions, whether they are Appraisal statutes solely or if there are
Real Estate statutes that address the issue, and what are the parameters.

e Areport will be given to the real estate Commission on July 15, 2008.



Chairman Woodcock gave additional remarks on the need for the Task Force.

o BPO letter that went out to everyone including brokerage companies sent a ripple effect to the entire Real
Estate industry.

e Alicensee in one of the northern counties has been sanctioned as a result of a BPO and may have a $5,000
fine as a result.

e The whole idea is to get clarification.

Broker Price Opinions have been done by the real estate industry for eons, and done at a fee that is not
commensurate with a full fledged appraisal fee by any means.

e Asan industry it’s necessary to get clarification so we can move forward with a standard of practice that all
engage in.

e Going to deal with interpretation of the rule.

¢ Receiving of compensation seems to be the biggest issue, and whether or not the BPO is going to be tied only
to whether or not someone is going to get a listing.

e Sometimes the lender is the one requiring the Broker Price Opinion when they’ve already had the benefit of
the Appraiser’s services, and as often as not they just want a snap shot of the marketability of the property at a
given time.

o Doesn’t have anything to do with value or financing, it’s oftentimes a lender trying to make a decision on
whether or not to accept a short sale, proceed with foreclosure, etc.

e Want to talk about everyone’s concerns and get to the point where no one is violating the law in the normal
course of their business.

Keith Kelley asked if this is more of a market driven issue. Woodcock stated it is possible but BPOs are done in
the normal course of business.

a) Other US jurisdiction’s laws regarding Broker Price Opinion’s;

Teresa McKee discussed this issue, referencing the handouts detailing her research.

Circuits covered were Eastern circuits, 1 and part of 2.

Almost all the definitions that matter are the same.

Most all states define appraisal and what it means.

Most of the definitions that include Broker Price Opinion also include valuation and analysis.

The real differences come in the “Exception” column, which lists to whom the law does not apply.
Idaho is probably the most detailed of what a Broker’s Price Opinion is.

Ms. McKee also did legislative research on the history of the Appraisal statutes.

e Created under impetus of Federal law that went into effect regarding Federal loans, stating that for lending
purposes the appraisal had to be done by a certified appraiser.

e Grew in scope beyond that to mean a general utility type license.

Deanne Rymarowicz addressed the research she completed.
e Thereis atrue bell curve
0 One end of the spectrum is that anyone can do an appraisal.
0 The other extreme is that only licensed appraisers can say anything about the value of property at all.
A lot of good language from other states.
The task force needs to decide if they want to define BPO and market analysis within the statute.
Do we want to say that they are giving an opinion of value or limit it to a precise opinion?
Some states say that the BPO is an opinion of value while some limit it to listing or purchasing prices.
The issue of a fee-
0 Some states are allowed to charge a fee separate for BPO
0 Others are very specific in that the only fee is the commission from representing either the buyer or
the seller.
o Aot of states require some sort of disclosure even if it’s something to the effect of “this is not an appraisal
and should not be used as an appraisal.”
e There is room for improvement in 645C as well as the informational bulletin.
e There are good standards and language to go by if the Task Force decides to go in that direction.



Ms. Kinkade asked if they looked at whether the state was a mandatory licensing state for appraisers. Ms.
Rymarowicz stated that most states require licensed appraisals. Ms. McKee stated that she found the same in her
research.

b) Nevada’s Appraisal laws;

Mr. Wren stated that he wonders why the Task Force is talking about changing 645C without more appraisers
involved. Ms. McDermott stated that the group isn’t necessarily looking at changing the laws, but is looking at
the whole issue and evaluating where we are currently.

Mr. Wren stated that some appraisers have in the past asked for an opinion from the Attorney General’s office on
whether the language in the law permits real estate agents to provide Broker Price Opinions for something other
than a listing on the property.

Ms. Session stated that she is not aware of any Attorney General’s opinion on the issue.

Mr. Wren stated that the Task Force should go to the Attorney General and ask for an opinion if one is needed,
and further, should focus on what real estate agents do and what appraisers do. Mr. Wren stated that his concern
is not with real estate agents giving information or opinions to assist a party in the sale, but rather when a third
party is using it for financing.

Ms. McKee stated that we can’t control what people use a BPO for and is not sure if lenders are using them for
lending purposes or not.

Mr. Wren stated that real estate agents should use their expertise in the field of buying and selling property, as
appraisers primarily deal with market value and lending and many other areas where their expertise is brought to
the table. Mr. Wren stated further that it doesn’t mean that real estate agents don’t have some of the same
education, but that they have different training and the educational backgrounds that don’t always coincide.

Chairman Woodcock stated that a typical request for a BPO from a lending institution wouldn’t rely upon it for
financing because it doesn’t have all of the information that an appraisal has. These are often ordered by a lender
to decide whether they will go forward with a foreclosure or do a short sale.

Chairman Woodcock gave an example of a typical BPO:

o We want three photos of like properties that are also distressed in that neighborhood, along with a photo of
the subject.

o We don’t want you to be the listing agent because we want an unbiased approach to the broker’s price

opinion.

We’re not gong to promise you the listing because we think that may affect the price you put on it.

They already have an appraisal in hand.

The BPO has a turn around time ranging from four hours to forty-eight hours.

They are willing to pay a $40 fee for the snapshot of the marketability of the property at any given time.

Oftentimes the form will say “Not for lending purposes.”

Some real estate brokers do this as a normal course of business.

Ms. Kinkade stated some of her concerns:
o When orders come into real estate licensees and the licensee has no expectation of getting a listing out of it,
that licensee is operating outside the scope of their licensing according to the statute.
e Who is the “broker?”
0 Isitareal estate agent who just got a license?
0 Thinks it’s a misconception to call the person a broker.
0 These are licensees who are attempting to augment their income.
e Lenders often ask for an appraiser’s comments after the fact and do not hold an appraisal to begin with.
e They get the BPO because it’s worth next to nothing and they pay next to nothing for it.



o If they go forward and want to agree to a short sale pricing or agree to some kind of sequential reduction of
list price over time, they will get BPOs.

o When a real estate licensee is accepting BPOs in the normal course of business, which is buying or selling
property, they are totally out of their licensure.

Ms. Kinkade gave a brief overview of the Appraisal standards, noting that there are no standards established for
BPOs.

Ms. Session stated that one question to be addressed is that if doing BPOs is within the scope of their license, how
is it within the scope.

Mr. Wren stated that his concern, and that of the appraisal industry, is the misuse of the documents. Mr. Wren
stated further that most brokers are doing it right; however the problem is that it can be misused too easily. Mr.
Wren stated that he likes the Idaho wording, and noted that federally related transactions encompass maybe 10%
of the lending transactions in Nevada.

Mr. Kelley asked for definition of market value. Mr. Wren referred to 645C.

Ms. McKee stated that several states had in their statutes that the BPO/CMA was not to be used for the purpose of
obtaining financing or not to be used for federal financing or not to be used for an appraisal, and that Nevada
could definitely put something in regulations or statutes stating the same.

Mr. Kelley read from USPAP, citing the definition of market value: “most probable price which a property
should bring in the competitive open market, the buyer and seller each acting prudently, knowledgably, and
assuming a price is not affected by undue stimulus.” If you break it down to the common understanding, it’s a
place where the buyer and seller are willing to meet and to approve a price or come to an agreement on value.

Mr. Wren stated that when two parties come together and agree to value then they have set a price. What an
appraiser does is take the historical information and projects an opinion on something that’s going to happen now
or in the future.

Mr. Kelley asked if appraisers are using historical value, for example properties that have sold within the last six
to twelve months or a shorter period of time.

Mr. Wren stated that an appraiser looks at not only what has happened historically, also looks at what is
happening now: the current listing, what’s in the contract, what’s pending, what’s expired, and also a snapshot of
what is happening today.

Mr. Kelley asked if an appraisal of value for a lender also shows what’s available on the property or only what is
sold at the time. Mr. Wren stated that each lender has different requirements.

Mr. Kelley stated that for most BPO requests, the lender is not looking for what’s closed, because they’ve already
gotten the appraisal from a certified appraiser in the past, but rather what is on the market right now, what is the
competition for their property to sell. Mr. Kelley stated that the real estate industry doesn’t like to use “value” as
they never set value since that is set by the parties or the appraiser when it is determined where that property
compares to properties that have sold in the past. Mr. Kelley stated that in his experience, when someone asks for
a BPO they are not looking for someone who just started in the business within the past year, but rather they are
looking for someone who has been in the business for three years or longer and has substantial background with
sales and that the banks weed out the ones with little experience.

Ms. Rymarowicz stated that she is starting to see some issues clarified and defined:
e The Task Force agrees that a broker who is doing a BPO for that prospective purchaser or seller is clearly
covered under the current statutes.
e The questions seems to be that a BPO for a third party for lending is the issue:
o Isitcurrently covered under the law, and if not do changes need to be made.
e  Seems like the lenders understand the crucial difference between a BPO and an appraisal.



e There is room in the market for both BPOs and appraisals from the third party’s prospective.
The question for the Task Force: is it prudent for Nevada law and regulations to reflect the marketability for
both types of documents; the BPO as a market snapshot as to what the probable price is of value, and
appraisals.

Chairman Woodcock stated that people he has spoken to are hopeful that the Task Force can get the standards of
practice that exist in the market today to be more reflected in the rules, as over the past 10 or 12 years the
appraisal rules have evolved to the point that if a real estate licensee does a BPO for a third party and a fee, and
implies that it’s being used for financing, there is a blatant violation of the rules. Chairman Woodcock stated that
most agree that:
e A BPO should never be used for financing purposes;
o Should be able to obtain as a real estate professional a fee for a snapshot of the value of the property
today.
o The market has changed dramatically with additional foreclosures on the market and additional reasons
that the lender may take much less on the property.

Chairman Woodcock stated further that the language in the Idaho law covers all areas well: A BPO can be done
for compensation; it can be done for the benefit of a third party’s assessment of the marketability at a given time;
is not used for financing purposes.

Public Comment

Debbie Huber — Certified Residential Appraiser

e Has tremendous respect for the work the real estate community does.

e There is a distinct difference between the level of research and requirements that the varying sides need to
abide by in order to provide these price opinions and/or market value.

e A Google search on “BPO” revealed, among others, the web site of Corporate Asset Management LLC,
which offers various types of BPO services.

e Has seen atrend in the last four years of lenders looking for cheapest and quickest way to obtain opinions
on pricing or market value, without differentiating between the two.

o Lenders are not looking at the difference between BPOs and appraisals.
Some BPOs may not be conducted by licensed real estate agents.

Britt West - Certified Residential Appraiser

e Public harm resulting from:
0 BPOs coming in at 20-25% less than market value, which harms the whole neighborhood.
o If the house is over valued and sits empty, it can become a blight and decline in the
neighborhood.
o0 Low quality BPOs because people are taking on too many.
0 Unlicensed assistance.
e The solution is to make stricter laws, and institute mandatory education for BPOs above and beyond the
education they have now.

Richard Blum - Appraiser in Las Vegas

Suggested making the real estate agent sign the BPO and take the same risk as appraisers, and adding the same
laws for brokers and agents as appraisers indicating that they may be subject to disciplinary action.

Mike Brunson — Certified Residential Appraiser and an instructor

Price is always a fact or an estimate of fact, while value is a more complex economic concept.

e There are 94 definitions of value in the current real estate appraiser’s dictionary.
Not something for which you can just walk into an office one day and understand how to provide a
professional opinion of market value.



e There are a Lot of specific nuances that go into an appraiser’s analysis and determination of what the market
value is going to be.

o Definitions in current state law are very clear and define what an appraiser is and what an appraisal is, which
is any opinion of value.

e Quoted from the Division’s document “Broker Price Opinion,” which quotes NRS645C.030 defining
“appraisal.” Suggested members view Merritt Realty website which lists the “evaluation” services they
provide, which is advertising BPOs.

Real Estate agents are representing themselves as experts in valuation.

o Everyone needs to focus on an understanding that appraisal and the profession of providing an opinion of
market value is one that requires specific expertise and understanding.

o \Wonders what errors and omissions insurance carriers would think if they knew that real estate licensees are
issuing opinions of market value.

Mr. Kelley stated that he has seen the issues that Mr. Brunson is referencing, and agrees that there needs to be
some kind of checks and balances to prevent lenders using BPOs for financing.

Mr. Woodcock stated that in today’s market, BPOs are being used by lenders of existing loans to decide if they
are going to take less than what they are owed.

¢) The Division’s informational Bulletin.
Mr. Woodcock suggested a statement on every BPO stating “not to be used for financing purposes.”
Mr. Wren stated that every real estate agent needs to know what they can and cannot do.
Mr. Woodcock stated that the purpose of asking for the Task Force was to get all the issues on the table and find
answers for the real estate licensees calling the legal hotline at NVAR since the issuance of the Division’s
information bulletin, expressing concern that they are in violation of the laws.
Mr. Wren asked what the callers are giving as reasons they are doing the BPOs. Mr. Woodcock stated that
nobody is admitting that they are doing it for lending purposes, but rather that someone has already made a loan
and is trying to make a disposition of the property.

Ms. McKee stated that she agrees with Mr. Wren that there are companies that are teaching agents wrong things.

Ms. Rymarowicz brought attention to the language used by Nebraska as listed in the documents distributed and
suggested that this language would be a good place to start.

Keith Kelley stated that he has a disclosure that he has used with BPOs and REOs, which was put together with
Melody Luetkehans in 1995/96, who was at that time an attorney for NVAR.

Mr. Wren stated that a lot of misuse could be eliminated if the Task Force or the Division came up with a
standardized form that everybody in the State used.

Mr. Woodcock stated that often the request for a Broker’s Price Opinion is on a lender’s standard form, so
perhaps that form could be stamped indicating that the BPO is not to be used for lending purposes. Mr. Wren
stated he would agree with that.

5. Discussion and possible action regarding issues that may require changes to Nevada Revised Statues
(NRS) and Nevada Administrative Code (NAC).

Ms. Rymarowicz asked Ms. Session and Ms. Contine if the group should be looking at changes to 645 or 645C.

Ms. Session stated that the Task Force was created by the Real Estate Division with the motivation of the Real
Estate Commission, and thinks there has to be a change in 645C. Mr. Wren stated that he respectfully disagrees,
as the issue has to do with real estate agent licensure.



Mr. Rymarowicz stated that she was envisioning using 645 to further define the scope of the license by adding a
definition of Broker Price Opinion in the initial section in the general provisions, then later in the standards of
practice section talking about Broker Price Opinions and getting some disclaimer/disclosure information that
would be required on the face of every Broker Price Opinion. The exemption in 645C would relate back to scope
of license in 645 and then NAC 645 would further define the scope of the license.

Ms. McDermott thanked Ms. McKee and Ms. Rymarowicz for their work in surveying the states and wondered if
the Task Force wants to work with the current BPO document and incorporate some of the information from
Idaho and Nebraska to give some more specifics as to what the BPO can be and what it can look like, then based
on the outcome of that decide whether there needs to be regulatory changes.

Ms. Rymarowicz stated that if the informational bulletin goes into any new territory there might be a violation of
NRS 233B. Ms. Session concurred.

Ms. Session suggested that everyone come back with suggestions on what a regulation might look like at the next
meeting.

Ms. Rymarowicz agreed and stated further that the bulletin should at the very least include “buyers.”

6. Discussion and possible action regarding recommendations to the Real Estate Commission.

Consensus was to discuss this at the next meeting.

7. Discussion and possible action regarding date, time, place and agenda items for upcoming meetings.

Ms. McKee suggested that comments and recommendations be given to Linda Pierson prior to the next meeting.
Mr. Woodcock suggested focusing on those states that have mandatory licensing requirements for Appraisers and
have at least three or four issues to glean from the information from each state, then put it into the form of how
many states have each issue, e.g. how many states allow third parties, how many states allow compensation, how
many have things even stricter then Nevada.

Mr. Wren stated that there are fewer than five states that have anything other than mandatory licensure, and
suggested having comments turned in at least 48 hours before the next meeting.

After discussion, the consensus was to schedule the next meeting on either the afternoon of August 5 or the
morning of August 6.

Ms. McDermott stated that members should have comments to Ms. Pierson by July 29.

8. Public Comment

Mike Brunson

Mr. Brunson suggested that the focus of discussion should be on regulations rather than forms as it is the
licensees, not forms, who must comply with state laws. Mr. Brunson stated further that he likes the idea of
changing 645 as opposed to 645C.

9. Adjournment

Adjourned at 3:12 p.m.



