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LETTER OF TRANSMITTAL

June 14, 2020

The President of the Senate
The Speaker of the House of Representatives

Pursuant to Section 1103 of Title XI of the Financial Institutions Reform, Recovery, and Enforcement Act
0f1989, asamended (12 U.S.C. § 3332), [am pleased to submit the 2019 Annual Report of the Appraisal
Subcommittee of the Federal Financial Institutions Examination Council.

Sincerely,

Tim Segerson
Chairman
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INTRODUCTION

The Appraisal Subcommittee (ASC) of the Federal
Financial Institutions Examination Council (FFIEC)*
was created on August 9,1989, pursuant to Title
XIofthe Financial Institutions Reform, Recovery,
and Enforcement Act 0f1989 (Title XI of FIRREA

or Title XI). Title XI's purpose is to “provide that
Federal financial and public policy interests in

real estate related transactions will be protected

by requiring that real estate appraisals utilized in
connection with federally related transactions are
performed in writing, in accordance with uniform
standards, and by individuals whose competency
hasbeen demonstrated and whose professional
conduct will be subject to effective supervision.” In
general, the ASC oversees the real estate appraisal
regulatory framework as it relates to federally related
transactions as defined in Title XI3

Title XIrequires the ASC to:
- monitor the requirements established by States:

o for the certification and licensing of individuals
who are qualified to perform appraisals in
connection with federally related transactions,
including a code of professional responsibility

- for the registration and supervision of the
operationsand activities of appraisal management
companies (AMCs)

- monitor the requirements established by the
Federal financial institutions regulatory agencies
with respect to

- appraisal standards for federally related
transactions under their jurisdiction

INTRODUCTION

o determinations as to which federally related
transactions under theirjurisdiction require the
services of a State certified appraiser and which
require the services of a State licensed appraiser

- maintain a National Registry of State certified and
licensed appraisers (Appraiser Registry) who are
eligible to perform appraisalsin federally related
transactions

maintain a National Registry of AMCs (AMC
Registry) that either are registered with and subject
to supervision of a State appraiser certifying and
licensing agency or are operating subsidiaries of a
Federally regulated financial institution*

establish and operate an appraisal complaint
national hotline, including a toll-free telephone
number and email address, for the referral of
complaints concerning alleged violations of
appraisal independence standards and/or Uniform
Standards of Professional Appraisal Practice
(USPAP)

monitor and review the practices, procedures,
activities and organizational structure of the
Appraisal Foundation (Foundation)

transmitan annual report to Congress not later
than June 15 of each year that describes the way each
function assigned to the ASC has been carried out
duringthe preceding year

Title XIalso requires the ASC to:

- make grantsin such amounts as it deems
appropriate to the Foundation to help defray costs
relating to the activities of the Appraisal Standards
Board (ASB) and Appraiser Qualifications Board
(AQB)

1 TheFFIECwasestablished pursuantto Title X of the Financial Institutions Regulatory and Interest Rate Control Act of1978. It is an interagency body
empowered to set uniform principles for the examination of federally regulated financial institutions.

2 TitleXI§1101,12U.S.C. §3331.

3 Afederallyrelated transactionincludes any real estate-related financial transaction which: (a) a Federal financial institutions regulatory agency
engages in, contracts for, or regulates; and (b) requires the services of an appraiser under the interagency appraisal rules. [(Title XI§ 1121 (4),12 U.S.C.
§3350), implemented by the Office of the Comptroller of the Currency: 12 CFR 34.42(g) and 34.43(a); Federal Reserve Board: 12 CFR 225.62and 225.63(a);
Federal Deposit Insurance Corporation: 12 CFR 323.2(f) and 323.3(a); and National Credit Union Administration: 12 CFR 722.2(f) and 722.3(a)]. Based on
2014 Home Mortgage Disclosure Act (HMDA) data, atleast 90 percent of residential mortgage loan originations are not subject to the Title XI appraisal
regulations. (FFIEC report to Congress, Economic Growth and Regulatory Paperwork Reduction Act, 82 Federal Register 15900 (March 30, 2017)).

4 12CFR1102.400-1102.403. The ASC rule to implement collection and transmission of annual AMC registry fees was published by the ASCin the
September 25,2017 issue of the Federal Register (82 FR 44493). The Final Rule’s effective date was November 24, 2017.
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INTRODUCTION

- make grants to State appraiser certifying and
licensing agencies in accordance with policies
developed by the ASC® to support the efforts of such
agencies to comply with Title X1, including—

- the complaint process, complaint investigations,
and appraiser enforcement activities of such
agencies

- the submission of data on Statelicensed and
certified appraisers and AMCs to the Appraiser
Registry and the AMC Registry, including
information affirming that appraisers or
AMCs meetrequired qualification criteria, and
information on formal and informal disciplinary
actions

- reporting to all State appraiser certifyingand
licensing agencies when a license or certification
issurrendered, revoked or suspended

Anunofficial ASC staff version of Title XIisin
Appendix H.

The ASC has seven members, each designated
respectively by the head of their agency, including
the Board of Governors of the Federal Reserve
System (Federal Reserve), Consumer Financial
Protection Bureau (Bureau), Federal Deposit
Insurance Corporation (FDIC), National Credit Union
Administration (NCUA), Office of the Comptroller
ofthe Currency (OCC), Federal Housing Finance
Agency (FHFA), and U.S. Department of Housing and
Urban Development (HUD). Title XIalso requires the
FFIEC to appoint a Chairperson from the member
representatives to serve a two-year term.

5 TheASCadoptedagrantshandbook on December 12,2019, which includes all the ASC policies and procedures with regard to grants.
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MESSAGE FROM THE CHAIR

MESSAGE FROM THE CHAIR

In 2019, the ASChad a productive year. The ASC has
continued to carry out one of its core responsibilities
of monitoring requirements established by the States
and territories (collectively referred to as States) for
certification and licensing of appraisers qualified

to perform appraisalsin connection with federally
related transactions. The ASC performs Compliance
Reviews of State Appraiser Programs to review for
compliance with Title XIand AQB Criteria. The ASC
also continued to monitor requirements established
by States that elect to register and supervise appraisal
management companies (AMCs). The ASC performs
Compliance Reviews of State AMC Programs
toreview for compliance with Title XI and the
interagency AMC Rule.

The ASCbolstered its grant making policies and
proceduresin 2019 in anticipation of expanding

the grant program and to facilitate continuous
improvement of the appraisal regulatory system
through grant making. On December 12, 2019, the
ASC approved a Grants Handbook which incorporates
guidance from the Office of Management and
Budget (OMB) and adopts what OMB refers to as

the ‘super circular’ which consolidates existing
federal regulations, including discussion of awards
processes, procurement rules, indirect costs, internal
controls, time and effort documentation, and single
audit proceduresin 2 CFR Part 200.

In 2019, the ASC reviewed 27 State Appraiser
Programs. Continuing a trend starting in 2014,

State Appraiser Programs improved their overall
compliance with Title XI. At the end of 2019, there
were 20 States rated as Excellent, 24 Good and 11
Needs Improvement. No States were rated as Not
Satisfactory or Poor, with 80% of the States being
rated as Excellent or Good. All States have been
reviewed twice since the existing rating system was
initiated in 2013 and it is reaffirming the level of
effort put forth by the States to receive an Excellent
rating. The ASC completed 14 Compliance Reviews
of State AMC Programs in 2019. At the end of 2019,

16 State AMC Programs had been through the first
Compliance Review; 6 were rated as Excellent and

10 Good. No State AMC Programs were rated Not
Satisfactory or Poor. The law allowed States to request
al-year extension to delay the implementation period
forregistration and supervision of AMCs. Twenty-six
States requested and were granted extensions. Along
with initiating the core responsibility of monitoring
State AMC Programs, the ASC opened the National
Registry of AMCs (AMC Registry) to allow States to
begin entering AMCs on the Registry.

During 2019, continued progress was made working
with the States on the implementation of the
appraiser unique identification number (UID). The
UID permits any user of the National Registry of
Appraisers (Appraiser Registry) to see all credentials
of asingle appraiser nationwide regardless of which
Statelicense or certification number is entered. As of
December 31, 2019, 48 States have implemented UID.

The total number of active appraiser credentials on
the Appraiser Registry as of December 31, 2019, was
94,703. This number represents the total number of
licenses and certifications but does not reflect the
number of individual appraisers as some appraisers
are credentialed in multiple States. With the
complete implementation of the UID, the ASC will be
able to more accurately identify how many individual
real property appraisers are credentialed. The
number of credentials is up from 94,524 on December
31,2018, anincrease of .2%.
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MESSAGE FROM THE CHAIR

The ASC continued to monitor and review the
activities of the Appraisal Foundation (Foundation).
In carrying out its monitoring duties, ASC staff
regularly attends the meetings of the AQB, ASB,

and the Board of Trustees (BOT). From time to time,
ASC staff or the ASC may comment publicly on
Foundation activities as they relate to the use of ASC
grant funds or actions that impact federally related
transactions. The ASC continued to provide grant
funds to the Foundation to help defray costs for grant-
eligible activities of the AQB and ASB. For fiscal year
2019, the ASC awarded the Foundation $350,000.

The ASCalso funded State grants, administered by
the Foundation, in the amount of $243,745, for the
development and support of investigator training
courses for State Appraiser Program personnel. The
Investigator Training Program, which celebrated
its1oth anniversary in 2019, provides education

to State personnel in support of their enforcement
programs and processing of complaints against
appraisers. The courses promote best practices in
complaint investigation and resolution, and cover
topics such as the Uniform Standards of Professional
Appraisal Practice (USPAP) and proper investigative
techniques. In 2019, 99 State employees attended the
training, with over 1,123 attendees over the past ten
years. This training was initially developed jointly
by the Foundation, the Association of Appraiser
Regulatory Officials (AARO) and ASC staff. This
specialized training has proven to be invaluable
tothe States and islikely related to the continued
improvementin Title XI compliance by the States.
The ASCis exploring other beneficial educational
opportunities for the States.
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On]July 9, 2019, the ASC granted a temporary waiver
of appraiser credentialing requirements with
specified terms and conditions to Governor Doug
Burgum, State of North Dakota, the North Dakota
Department of Financial Institutions, and the
North Dakota Bankers Association (collectively, the
Requester). The temporary waiver applies to FRTs
under $500,000 for 1 to 4 family residential real
estate transactions and FRTs under $1,000,000 for
commercial real estate transaction. The residential
waiver has expired as the conditions of the waiver
required it to terminate 60 days after the effective
date of arule published by the federal banking
agenciesincreasing appraisal exemption threshold
limits. A rule was published October 9, 2019,

raising the threshold for residential transactions to
$400,000 and the waiver for residential FRTs expired
December 8, 2019.

The ASC continued to operate its Appraisal
Complaint National Hotline (Hotline). The Hotline
incorporates a toll-free telephone number, e-mail
address, and website for referring complainants

to the appropriate State and/or Federal agency for
complaints of alleged violations of USPAP and/

or non-compliance with appraisal independence
standards. The Hotline statistics for 2019 are in
Appendix F.

The ASC will continue to fulfill its responsibilities
under Title XI. The ASC member agencies are
committed to supporting the mission of the ASCand
providing the ASC with the necessary resources to
fulfillits statutory mandates in a transparent and
efficient manner.




APPRAISAL SUBCOMMITTEE

MEMBER REPRESENTATIVES

The ASC has seven members, each designated respectively by the head of their agency, including the Board
of Governors of the Federal Reserve System, Consumer Financial Protection Bureau, Federal Housing
Finance Agency, Federal Deposit Insurance Corporation, National Credit Union Administration, Office of
the Comptroller of the Currency, and the U.S. Department of Housing and Urban Development. Title XIalso
requires the FFIEC to appoint a Chairperson from the member representatives to serve a two-year term.

Federal Deposit Insurance Corporation
Member: John Jilovec since October 2019

Mr. Jilovec is the Deputy Regional Director, Division

of Risk Management Supervision in the Kansas City
Regional Office.

Alternate Member: Rae-Ann Miller since February 2016

Board of Governors of the Federal Reserve System
Chairman: Arthur Lindo, June 2013

Member since: January 2012

Mr. Lindo is Deputy Director, Division of Supervision and
Regulation.

Federal Housing Finance Agency

Member: Maria Fernandez since October 2014

Ms. Fernandez is Senior Associate Director, Housingand
Regulatory Policy.

Alternate Member: Robert Witt since July 2013

Office of the Comptroller of the Currency

Vice Chairman: Richard B. Taft

Member since: August 2015

Mr. Taftis Deputy Comptroller for Credit Risk.
Alternate Member: James Rives since December 2019

National Credit Union Administration

Member: Timothy Segerson since May 2013

Mr. Segerson is Deputy Director, Office of Examination
and Insurance.

£-! Consumer Financial Protection Bureau
Member: John Schroeder since July 2019

Mr. Schroeder is the Midwest Regional Director,
Supervision, Enforcement and Fair Lending.

Alternate Member: Orlando Orellano since July 2019

Department of Housing and Urban Development
Member: vacant
Alternate Member: Bobbi Borland since August 2017

& Uy
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ADMINISTRATION OF THE APPRAISAL SUBCOMMITTEE

ADMINISTRATION OF THE
APPRAISAL SUBCOMMITTEE

STAFF LISTING

James R. Park, Executive Director

Denise E. Graves, Deputy Executive Director

Alice M. Ritter, General Counsel

Mark W. Abbott, Grants Director

AdaL. Bohorfoush, Attorney-Advisor

L. Girard Hull, Financial Manager

Vicki A. Ledbetter-Metcalf, Policy Manager

Jenny Howard Tidwell, Policy Manager

Kristi A. Klamet, Policy Manager

Neal R. Fenochietti, Policy Manager

Claire M. Brooks, Policy Manager

Lori L. Schuster, Management and Program Analyst
Brian T. Kelly, Administrative Officer/Project Manager - IT
Maria M. Brown, Regulatory Affairs Specialist
Vacant, Administrative Assistant

Vacant, Administrative Officer

ASC MEETING PROCEDURES

The ASCheld regular meetings in February, May, August and November of 2019, and special meetingsin
April, July and December of 2019.
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STATE APPRAISER AND AMC REGULATORY PROGRAM OVERSIGHT

STATE APPRAISER AND AMC
REGULATORY PROGRAM OVERSIGHT

The ASCissues Policy Statements to provide States®
with the necessary information to maintain

their Appraiser Programs and AMC Programsin
compliance with Title XI. Current Policy Statements
are set forth in Appendix H that follows this
Annual Report.

The ASC monitors State Appraiser and AMC
Programs largely through on-site visits to the States.
The ASC performs an on-site Compliance Review

of each State at least once every two years. (See
Appendix D, Tools for Monitoring State Compliance
with Title XI.) Programs that evidence noncompliance
in one or more areas may be subject to additional
oversight, including Follow-up Reviews, an
accelerated Review Cycle and /or off-site monitoring.

The ASC’s Compliance Review processisarisk-based
review process, focusing on areas of State Appraiser
or AMC Programs that are not in compliance with
Title XI or that exhibit characteristics which could
lead to non-compliance.” The ASC's rating criteria for
Compliance Review Reports focus on three key
components: (1) complying with Title XI mandates
and requirements of ASC Policy Statements;®

(2) maintaining a strong regulatory program; and

(3) limiting overall risk of Program failure.

Compliance Reviews are scheduled over a three to
four-day period to coincide with a meeting of the
States Program’s decision-making body whenever
possible. Preliminary Findings are communicated to
the Statein an ASC staffreport and the State is given
60 days to respond. ASC staffthen considers the
State’sresponse and makes formal recommendations
for final disposition. The ASC, or its designated
representative acting under delegated authority,
considers the ASC staff report and recommendations
along with responses from the State Program before
rendering a decision. A final Compliance Review
Reportand letter to the State with a determination
regarding the State's compliance with Title XIisthen
issued. (See Appendix B, 2017-2019 Compliance Review
Findings.) Actions taken under delegated authority
are presented to the ASC at its next regularly
scheduled meeting.

State Programs are issued one of the following
Findings:

+ Excellent

- Good

+ NeedsImprovement

+ Not Satisfactory

- Poor

6 “State”referstoany State, the District of Columbia, the Commonwealth of Puerto Rico, the Commonwealth of the Northern MarianaIslands, Guam, and
the United States Virgin Islands. (American Samoa does not have a Program.)

7 AMCProgramsareassessed for compliance with Title XIand implementation of the minimum requirements for State registration and supervision of

AMCsasestablished by the AMCRule.
8 Id
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STATE APPRAISER AND AMC REGULATORY PROGRAM OVERSIGHT

APPRAISER PROGRAMS

In 2019, for Appraiser Programs, ASC Policy
Managers completed 27 Reviews; 2 Follow-up
Reviews; and 10 Priority Contacts. (See Appendix B,
2017-2019 Compliance Review Findings.) Of the 27
Appraiser Program Compliance Reviews completed
in 2019, 11 States (41%) were found to be Excellent;

12 States (44%) were found to be Good; 4 States

(159%) were found to be Needs Improvement; and no
State was found to be Not Satisfactory or Poor. The
general areas of non-compliance with Title XI and the
number of States experiencing those problems are
presented in the 2017-2019 Compliance Review Findings
(Appendix B)?

The ASCidentifies Appraiser Programs that may
have asignificantimpact on the nation’s appraiser
regulatory system. The following 14 States, listed
alphabetically, collectively represent over 50% of the
credentialed appraisers on the Appraiser Registry:
California, Colorado, Florida, Georgia, Illinois,
Michigan, New Jersey, New York, North Carolina,
Ohio, Pennsylvania, Texas, Virginia and Washington.
The ASC performs Priority Contact visits with these
States in those years when Compliance Reviews are
not scheduled.”® The ASC also conducts a Priority
Contact visit for individual States when a specific
concern warrants special attention by the ASC. The
primary purpose of the Priority Contact visit is to
review topical issues, evaluate regulatory compliance
issues and maintain a close working relationship
with the State.

AMC PROGRAMS

In 2019, the ASC continued to review AMC Programs.
Asallowed by Title XI, States could request a 1-year
extension to delay the implementation period for
registration and supervision of AMCs. Twenty-six
Statesrequested and were granted extensions which
also had to be approved by the FFIEC. Those States
were subject to the Compliance Review process
starting in August 2019. In July 2018, the ASC opened
the National Registry of AMCs (AMC Registry) to
allow participating States to begin entering AMCs on
the AMC Registry. The ASC completed 14 Compliance
Reviews of AMC Programs in 2019 of States that

did not request an extension or whose Compliance
Reviews were scheduled after the extension

expired. Of the 14 AMC Program Compliance
Reviews completed in 2019, 6 States were found to

be Excellent and 8 States were rated as Good. The
general areas of non-compliance with Title XI and the
number of States experiencing those problems are
presented in the 2017-2019 Compliance Review Findings
(Appendix B).

9 TheASChasmadeachangeinthewayitreportsthe Reviews performedinayear. The Annual Report only includes reports which were finalized in the
calendaryear thatisthe subject of the Report. For this reason, 9 of the Appraiser Reviews and 6 AMC Reviews with on-site visits in calendar year 2019
will bereported in the 2020 Annual Report since those reports will be final in 2020.

10 Priority Contactvisits may be performed onsite or by telephone.
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APPRAISAL FOUNDATION MONITORING AND OVERSIGHT

APPRAISAL FOUNDATION
MONITORING AND OVERSIGHT

Title XI, section 1103(b)", Monitoring and reviewing Foundation, states that the ASC shall monitor and review
the following aspects of the Foundation, including its “practices, procedures, activities and organizational
structure.” Accordingly, the ASC monitors and reviews the Appraisal Foundation, including the Appraiser
Qualifications Board (AQB) and the Appraisal Standards Board (ASB). The ASBand AQB are independent
boards of the Foundation which serve as the congressionally authorized sources for establishing minimum
appraiser qualifications and appraisal standards for federally related transactions. In monitoring the
Foundation, the ASC attends AQB, ASB and Board of Trustees (BOT) meetings. The ASC also provides written
comments and feedback as appropriate.

11 Title XI§1103 (b),12U.S.C. 3332 (b).
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ASC GRANTS

InDecember 2019, the ASC held a Special Meeting to adopt the Grants Handbook (Handbook). The Handbook
isthe official repository of the policies and procedures for the administration of grants made by the ASC as
authorized by Title XI. The ASC also adopted the Office of Management and Budget's uniform guidance located
in 2 CFR part 200, commonly referred to as the “super circular.” This guidance consolidates existing federal
regulationsand includes discussion of awards processes, procurement rules, indirect costs, internal controls,
time and effort documentation, and single audit procedures. The Grants Handbook will impact grants

beginning for fiscal year 2020.

FOUNDATION GRANT

Title XIrequires the ASC “to make grantsin such
amounts as it deems appropriate to the [Foundation],
to help defray those costs of the Foundation relating
to the activities of [the ASB] and [AQB]."?

The Foundation annually submits grant requests to
coincide with the ASC'’s fiscal year for consideration
aspartofthe ASC’sbudget process. As part of its
review of the Foundation's grant proposal, the ASC
evaluates whether amounts requested are for “grant-
eligible activities” under the ASC's Foundation
Grant Policy. For ASB, AQB or BOT expenses to be
considered as “grant-eligible activities,” they must be
included in the ASC's Annual Budget and meet the
following requirements:

+ ASB expenses must be related to the development,
interpretation, amendment or advancement of
USPAP, or related special projects

- AQB expenses must be related to the development,
interpretation, amendment or advancement of
the AQB Criteria or related special projects, or
maintenance of the National Uniform Examination

- BOT expenses must be related to the development,
interpretation, amendment or advancement of the
USPAP or the AQB Criteria

The ASC evaluates the impact of grant funding on the
ASC'sfinancial condition to ensure consistency with
its operating policies for maintaining appropriate
reserves. The ASC awarded $350,000 in grant funds
to the Foundation in fiscal year 2019. Since the ASC's
inception in 1989, it has provided approximately $21.6
million in grant funds to the Foundation.

12 Title XI§1109(b)(4),12U.S.C. §3338(b)(4).

Through fiscal year (FY) 2018, the ASC employed
anindependent auditing firm on an annual basis

to perform an annual agreed upon procedures
engagement in accordance with standards
established by the American Institute of Certified
Public Accountants relating to the Foundation grant
and the applicable requirements of OMB Circular
A-122.3The purpose of the engagement is to:

+ Ascertain that grant funds are expended for the
activities allowed in the grant

Ascertain that costs charged to the grantare
allowed under the grant agreement

Note whether specific service or expenditure levels
are maintained

Ascertain whether minimum or maximum limits
for specified services are met

Determine whether funds were obligated within
the period of availability and obligations were
liquidated within the required time period

Determine whether revenues are correctly recorded
and disbursed in accordance with the grant/
programrequirements

Determine whether activities related to the grant
occurred when the Foundation incurred the
expenditure

Ascertain the costs charged to the meetingsare in
compliance with the grant agreement

Ascertain that the costs charged to the grant for
conference calls are in compliance with the grant
agreement

13 OMB Circular A-122, “Cost Principles for Non-Profit Organizations,” revised May 10, 2004. This Circular establishes principles for determining costs of

grants, contract and other agreements with non-profit organizations.
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ASCGRANTS

In FY 2020, the ASC will contract to have an
independent financial statement audit and a grants
audit for FYs 2017-2019 that encompasses the agreed
upon procedures audit.

STATE GRANT

Title XIrequires the ASC to make grants to the States
inaccordance with policies developed by the ASC in
support of State enforcement activities, in addition
tootherareas.In 2019, the ASC provided $243,000
in grant funds for the development and support of
investigator training courses (Investigator Training
Program) for State personnel. The grant funds cover
attendees’ meeting materials, lodging and travel
expenses. Since the Investigator Training Program
started in 2009, over $2.7 million in grant funds has
been given to support the States. The ASC continues
to review other options for the use of State grant
funds, including additional educational programs for
State regulators.

14 Title XI§1109(b)(5),12 U.S.C. § 3338(b)(5).
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APPRAISER REGISTRY

Title XIrequires the ASC to maintain an Appraiser
Registry of State certified and licensed appraisers
who are eligible to perform appraisals in federally
related transactions.’s As of December 31, 2019, the
Appraiser Registry contained 94,703* appraiser
credentials up .2% from the 94,524 entries at the end
of 2018, and down approximately 22% from the peak
in 2007 of over 121,000. (See Appendix C, National
Registry Statistics.)

The Appraiser Registryisaccessible at the ASC's
website (www.asc.gov), and is used by appraisers,
Federal and State agencies, financial institutions,
users of appraisal services, law enforcement, and
consumers. Use of the Appraiser Registry is free.
The Appraiser Registry allows users to determine
whether an appraiser is State certified or licensed
to perform appraisalsin connection with federally
related transactions. Users can also access an
appraiser’s credential status and determine
whether the appraiser’s credential is currently
suspended, revoked, or surrendered in lieu of State
disciplinary action.

The Appraiser Registry facilitates information
sharing that assists State Programs in enforcing their
appraiser-related statutes and regulations, including
temporary practice and reciprocity. Financial
institutions and other users also can access the
Appraiser Registry to:

« Receive automatic notifications about new
revocations, suspensions, surrenders, and
certification/license expirations

+ Download publicly available information or parts of
the Appraiser Registry into predefined queries and
user-customized queries

- Verify appraiser credentials

+ Set up automatic queries of Appraiser Registry
information using a web service which allows
computer systems used by lenders, regulatory
agenciesand other authorized parties to integrate
directly with the Appraiser Registry

15 Title XI§1103(a)(3),12U.S.C. § 3332(a)(3).

The Appraiser Registry also contains non-public data
(such as certain disciplinary actions other than active
suspensions, revocations or voluntary surrenders).
Access to nonpublic data is restricted to authorized
State regulatory agency representatives.

In 2010, the ASC upgraded the Appraiser Registry
to allow States to submit data to the ASC directly
from their credential tracking applications. By

the end of 2019, 42.5% of the States were reporting
alltheir appraiser data directly into the Appraiser
Registry and all States were entering their appraiser
disciplinary data into the Appraiser Registry as
achange supplement to the data files sent by the
State periodically.

These upgrades reduce costs, increase efficiency,
and allow States the opportunity to provide almost
immediate updates to the Appraiser Registry,
making it a more effective tool for users of appraisal
services as well as consumers and law enforcement.

States reported 13,346 disciplinary actions taken
against appraisers for misconduct or wrongdoing
over the past 10 years. (See Appendix E, Disciplinary
Actions Reported by States.)

16 Thisnumber doesnotrepresent the number of individual appraisers as some appraisers have credentials from multiple States.
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AMC REGISTRY

Title XIrequires the ASC to maintainan AMC
Registry of AMCs that either are registered with and
subject to supervision of a State AMC Program or

are Federally regulated.” The AMC Registry became
available for States to populate on July 16, 2018. As of
December 31, 2019, the AMC Registry contained 1,374
AMCsregistered from 14 States.

The AMC Registryis accessible at the ASC’s website
(www.asc.gov), and is used by appraisers, Federal

and State agencies, financial institutions, users of
appraisal services, law enforcement, and consumers.
Use of the AMC Registry is free. The AMC Registry
allows users to determine whether an AMC meets the
federal definition ofan AMC and isregistered in the
Statein which the user isinterested. Users can also
accessan AMC's registration status and determine
whether the AMC is currently suspended, revoked, or
surrendered in lieu of State disciplinary action.

17 Title XI§1103(a)(6),12U.S.C. § 3332(a)(6).

AMCREGISTRY

The AMC Registry facilitates information sharing
that assists State Programs in enforcing their
AMC-related statutes and regulations. Financial
institutions and other users also can access the
AMC Registry to:

- Receive automatic notifications about new
revocations, suspensions, surrenders, and
registration expirations

Download publicly available information or parts of
the AMC Registry into predefined queries and user-
customized queries

Setup automatic queries of AMC Registry
information using a web service which allows
computer systems used by lenders, regulatory
agencies, and other authorized parties to integrate
directly with the AMC Registry

The AMC Registry also contains non-public data
(such as certain disciplinary actions other than active
suspensions, revocations or voluntary surrenders).
Access to nonpublic data is restricted to authorized
State regulatory agency representatives.
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APPRAISAL COMPLAINT NATIONAL HOTLINE

APPRAISAL COMPLAINT

NATIONAL HOTLINE

Title XIestablished certain requirements for the ASC
to establish and operate a national hotline to receive
complaints of non-compliance with the appraisal
independence standards and/or USPAP, including
complaints from appraisers, individuals, or other
entities concerning the improper influencing or
attempted improper influencing of appraisers or
the appraisal process.” The ASC began operation of
the Appraisal Complaint National Hotline (Hotline)
on March 15, 2013. The Hotline refers complainants
to the appropriate State and/or Federal agencies to
handle complaints of alleged non-compliance with
USPAP and/or appraisal independence standards.
The Hotline consists of three components: a website
(ReferMyAppraisalComplaint.asc.gov), an online
contact form and a call center with a toll-free
telephone number (877-739-0096).

18 Title XI§1122(i),12 U.S.C. § 3351(i).
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The Hotline website received 3,677 contacts in
calendar year 2019. Additionally, the toll-free
telephone number received 306 calls and the email
portal received 4 contacts. These contacts resulted in
395 referrals to State and Federal agencies. Appendix
F, Appraisal Complaint National Hotline, contains
more detailed information on the source of contacts,
specific agency referrals and whether the contact
concerned issues of potential non-compliance with
appraisal independence standards or violations of
USPAP. Since the Hotline was designed as a referral
system, it does not collect data on the resolution of
complaints referred to the State or Federal agencies.
Appendix G, Agency Complaint Data, also contains
datareported by the Federal financial institution
regulatory agencies and the Bureau concerning
complaints received by them during calendar year
2019. The numbers reported in this table differ from
those reported in the ASC’s table for several reasons.
The Hotlineis a referral tool available to a wide range
of users; consequently, not all complainants who
access the Hotline will proceed to filing a complaint
with one of the agencies, or they may choose to file
acomplaint with their State appraiser regulatory
agency. Additionally, the reported data includes

all appraisal-related complaints received by the
Federal agency without identifying whether the
complainant used the Hotline to obtain the referral
information. States do not report data on appraisal-
related complaints to the ASC, although a State’s
processing and disposition of complaints are part of
the Compliance Review process.
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ASC MEMBER AGENCIES

Following Title XI's adoption in 1989, each of the
Federal financial institutions regulatory agencies
and HUD adopted appraisal-related rules and
policies. The OCC, Federal Reserve, FDIC and

NCUA alsojointly issued Interagency Appraisal and
Evaluation Guidelines (Guidelines) that clarify the
long-standing expectations for an institution’s
appraisal and evaluation program.” The Guidelines
address an institution’s collateral valuation function,
including appraisal independence, minimum

19 See 75 Federal Register 77450 (December 10, 2010).

appraisal standards for federally related transactions,
the development and content of evaluations,
appraisals for residential tract development lending
and background on USPAP. The appraisal regulations
require institutions regulated by the applicable
agencies to ensure that appraisals supporting
federally related transactions, among other things,
comply with USPAP and are performed by a State
certified or State licensed appraiser.?

20 FDIC:12 CFR Part323, subpart A; Board: 12 CFR 225.61(b); 12 CFR Part 208, subpart E; OCC: 12 CFR Part 34, subpart C; NCUA: 12 CFR Part 722.
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INTERAGENCY ACTIVITY

APPRAISALS FOR RESIDENTIAL
REAL ESTATE TRANSACTIONS

The OCC, Federal Reserve, and FDIC adopted a final
rule to increase the appraisal threshold for residential
real estate transactions from $250,000 to $400,000,
which was effective on October 9, 2019.# This
threshold sets the transaction value above which
regulated institutions must obtain appraisals that
conform with Title XIand the appraisal rules (Title
Xlappraisals) unless another exception applies.

The final rule makes conforming amendments
tothe appraisal rules torequire that regulated
institutions obtain evaluations for transactions
exempted by the residential threshold exemption.
The final rule also requires evaluations for certain
rural residential transactions that are exempt from
the Title XIappraisal requirement under section

103 of the Economic Growth, Regulatory Relief, and
Consumer Protection Act. In addition, the final rule
makesa conforming change to the appraisal rules
toadd appropriate appraisal review to the minimum
requirements for Title XI appraisals as required by
section 1473(e) of the Dodd-Frank Wall Street Reform
and Consumer Protection Act (Dodd-Frank Act).

21 84 Federal Register 53579 (October 8, 2019).
22 84Federal Register 58013 (October 30,2019).
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HIGHER-PRICED MORTGAGE LOANS

On October 30, 2019, the Consumer Financial
Protection Bureau, Federal Reserve Board, and the
OCCannounced that the threshold for exempting
loans from special appraisal requirements for higher-
priced mortgage loans during 2020 will increase from
$26,700 t0 $27,200%. The threshold amount will be
effective January 1,2020 and is based on the annual
percentage increase in the Consumer Price Index for
Urban Wage Earners and Clerical Workers (CPI-W) as
of June 1, 2019.
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MEMBER AGENCY ACTIVITY

Several ASC member agenciesissued appraisal related rules, guidance and training in addition to the

interagency rulemaking projects.

FEDERAL RESERVE BOARD

In 2019, the Federal Reserve Board collaborated

with other agencies to finalize changes tojoint
appraisalregulations. The Federal Reserve Board
continued to engage with stakeholders via outreach
efforts, including panel discussions, to explain the
federal banking agencies’ appraisal regulationsand
guidance to appraisal professionals, users of appraisal
services, and state appraiser regulators. The Federal
Reserve Board also continued to publish Community
Banking Connections, a web-based publication

that provides community bankers with access to
information on safe and sound banking practices,
including compliance with the appraisal regulations.

OFFICE OF THE COMPTROLLER
OF THE CURRENCY

OCC staffparticipated in outreach throughout the
year with various constituents in the appraisal
profession including appraisers, industry
associations, users of appraisal services, bankers,
and other regulators. This outreach included

panel discussions, roundtables, and presentations.
Through this outreach, the agency provided training,
information, and guidance on real estate lending,
appraisals, and evaluations.

On September 16, 2019, the OCC issued OCC Bulletin
2019-43 to remind banks of the new registration
requirement for appraisal management companies
(AMC) that became effective on August 10, 2019.
Under this requirement, AMCs must register with
the state or statesin which they do business and
must be subject to state supervision. Federal law bars
certain AMCs from providing appraisal management
services to financial institutions for consumer credit
transactions secured by a consumer’s principal
dwelling that are federally related transactionsifthe
AMCs are not registered asrequired. The bulletin
discusses considerations for banks with regard to
confirming AMC registration as part of sound third-
party risk management and suggests alternatives
thatbanks can use when no registered AMCs
areavailable.

FEDERAL DEPOSIT
INSURANCE CORPORATION

FDIC staff participated in outreach programs and
panel discussions to explainits appraisal regulations
and guidance to various members of the appraisal
profession as well as users of appraisal services and
appraiser regulators throughout 2019. Through
this outreach, the FDIC provided training and
information on real estate lending, appraisals,

and evaluations. The FDIC continues to work

with the other member agencies on interagency
rulemakings for appraisal-related provisions of the
Dodd-Frank Act.
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NATIONAL CREDIT UNION
ADMINISTRATION

OnJuly 18, 2019, the NCUA Board approved a Final
Rule for Part 722 - Real Estate Appraisals, raising the
commercial real estate transaction threshold, where
a state certified appraiseris required to complete

an appraisal, to $1 million from $250,000. The final
rule alsoreorganizes rule provisions to improve
clarity and ease of implementation.

On November 21, 2019, the NCUA Board voted

to approve a notice of proposed rulemaking

for Part 722 - Real Estate Appraisals raising

the minimum residential real estate transaction
threshold from $250,000 to $400,000 comparable
tobankingindustry regulations. The comment
period ended on January 28,2020. The NCUA Board is
expected to consider a final rule in 2020.

CONSUMER FINANCIAL
PROTECTION BUREAU

In 2019, the Bureau issued a final rule (2019 HMDA
Rule) that further implemented and clarified the
amendments to the Home Mortgage Disclosure
Act (HMDA) made by the Economic Growth,
Regulatory Relief, and Consumer Protection Act
(EGRRCPA), which was signed into law on May 24,
2018. The Bureau's 2015 HMDA Rule, among other
things, required the reporting of certain additional
data points, including property value. In general,
the EGRRCPA amended HMDA by adding partial
exemptions from HMDA's requirements for certain
transactions made by certain insured depository
institutions and insured credit unions. The Bureau
issued the 2019 HMDA Rule on October 10, 2019.
The 2019 HMDA Rule incorporated into Regulation
Cthe clarifications regarding the EGRRCPA partial
exemptions set forth in the Bureau's 2018 interpretive
and procedural rule, such as which data points,
including property value, no longer need to be
collected and reported by institutions for partially
exempt transactions. The 2019 HMDA Rule also
addressed additionalissues related to the EGRRCPA
partial exemptions, such as how to determine
whether a partial exemption applies after a merger
or acquisition.
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FEDERAL HOUSING FINANCE AGENCY

In 2019, Fannie Mae and Freddie Mac (the Enterprises)
continued work on the Appraisal Policy and Process
Modernization initiative with the goal of improved
data quality, consistency, and analysis in support of
effective risk management and process efficiency.
Thisincluded testing of new data standards,
technologies, and processes to modernize residential
appraisal practices. Outreach and industry
engagement included such industry stakeholders as
appraisers, software providers, insurance companies,
appraisal management companies, inspection
companies, mortgage insurers and industry trade
groups. Lenders and service providers participated
intest-and-learn experiments designed to improve
the quality and methodology of property data
collection for single-family residences. The property
data obtained tested advanced collateral risk
management decisioning tools.

The Enterprises continued a joint effort which began
in 2018, to update the Uniform Appraisal Dataset
(UAD) and redesign the uniform appraisal report
forms (UAD and Forms Redesign). The goal of the
project is to establish a more flexible, dynamic
structure for appraisal reporting by updating the
appraisal dataset, aligning it with the latest Mortgage
Industry Standards Maintenance Organization
(MISMO) reference model version in the 3.X series,
and enhancing the uniform appraisal forms. The
project entered phase 2 of usability testing which
includes outreach to external industry participants
who submit or receive appraisal data using this
structure, the Federal Housing Administration
(FHA), United States Department of Agriculture
(USDA), and Veteran Affairs (VA) to obtain feedback
regarding the information and layout of the report.




The Enterprises also worked to support increasing
the supply of affordable housing through their Duty
to Serve plans and to identify opportunities for
potential expansion of property eligibility policies.
They engaged with industry stakeholders on focus
areas such as shared equity/community land trusts,

limited equity co-ops, residences on tribal trustlands,

and factory-built housing. Fannie Mae developed
e-training and a continuing education class for
appraisers on its MH Advantage program which
provides financing for manufactured homes built

to certain specifications that compare favorably to
site-built homes. Freddie Mac has a similar program
for manufactured home financing called Choice
Home Mortgage. Both programs provide financing
for program eligible manufactured housing similar
to site-built homes. The Enterprises also studied ways
to provide financing for manufactured housing titled
aschattel.

Both Enterprises continued to refine and improve
their appraisal tools and models consistent with
safety and soundness. In 2019, Freddie Mac enhanced
its Automated Collateral Evaluation (ACE) model
which isused to support its appraisal waiver
program for eligible low risk loans by improving
its ability to identify properties likely to be in poor
condition. Freddie Mac also improved its appraisal
tool for lenders, Loan Collateral Advisor (LCA),
with enhanced monitoring and updating of the
underlying automated valuation model (AVM)
scoringlogic. LCA assistlenders in the review

of appraisals as part of Freddie Mac’s suite of
underwriting tools.

MEMBERAGENCY ACTIVITY

DEPARTMENT OF HOUSING
AND URBAN DEVELOPMENT

FHA issued new policy in FY 2019 to improve

the fiscal soundness and viability of the HECM
program. In Mortgagee Letter (ML) 2019-16, Home
Equity Conversion Mortgage (HECM) Program -
Continuation of HECM Collateral Risk Assessment
Requirements, FHA made permanentits HECM
collateral risk assessment policy that was set to
expire September 30, 2019. This policy addresses
inflated property appraisals by requiring a second
appraisal when FHA determines that the first
appraisal needs additional support. Through FHA's
ongoing evaluation of the HECM portfolio, the policy
was found to have an estimated reduction to FHA's
risk exposure of approximately $250.3 million per
year, asindicated in the ML With the projected
reduction in appraisal inflation, FHA's actuarial
model indicated lower lifetime default rates and
increased lifetime recoveries which would reduce
program costs to taxpayers.
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ACTIVITIES OF THE

APPRAISAL FOUNDATION

The Appraisal Foundation is a not-for-profit
corporation formed in 1987. It serves as the parent
organization for two boards: the Appraisal
Standards Board (ASB) which is responsible for
promulgating and maintaining the Uniform
Standards of Professional Appraisal Practice (USPAP)
and the Appraiser Qualifications Board (AQB) which
establishes minimum credential criteria for
appraisers performing work for federally related
transactions, the Real Property Appraiser Qualification
Criteria (Criteria). The Foundation Board of Trustees
continued its oversight of the Boards during 2019.

In April 2019, the ASB adopted changes for the 2020-
21 edition of USPAP. The Board agreed to continue its
examination ofa single set of minimum reporting
requirements for subsequent editions of USPAP.
Meanwhile, appraisers, professional appraiser
organizations, regulators and others asked the
ASBto consider examining potential revisions

to USPAP that might facilitate the performance

of evaluations. To formally commence this
examination, the ASB published a Concept Paper

on September 3, 2019, outlining the issuesand
posing questions to solicit feedback. The Board

held a well-attended Public Hearing in Washington
DCon October18, 2019, receiving testimony from
various stakeholders. The ASB also worked with the
Foundation staff on the production of USPAP and
reviewing USPAP courses. The 2020-21 edition of
USPAP and the corresponding courses were available
to the public by October 1, 2019.
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Inaddition to its ongoing activities regarding the
National Uniform Licensing and Certification
Examinations, Course Approval Program, and
Degree Review Program, the AQB continued its

work on the Practical Applications of Real Estate
Appraisal (PAREA) concept. PAREA is envisioned to
provide an alternative method of obtaining the
experience required for a credential for individuals
who are otherwise qualified but are

unable to enter the profession without the well-
documented difficulty of finding a suitable
supervising appraiser. To that end, on March 18, 2019,
the AQB published a Discussion Draft on PAREA,
seeking public comment on the program parameters
being considered. Based on the written comments,
aswell as the verbal comments received at public
meetings, the AQB published the First Exposure
Draft for PAREA on September 5,2019. The Board
will deliberate over the feedback and issue a Second
Exposure Draft on PAREA in early 2020.

The Foundation hosted two Valuation Roundtables
and continued to focus on outreach to appraisers,
regulators and consumers.

The State Investigator Training Program was
developed as ajoint effort of the Foundation and
the Association of Appraiser Regulatory Officials
(AAROQ), in consultation with the Appraisal
Subcommittee (ASC), to train State regulators

on USPAP enforcement and investigative
techniques. The program covers three levels: Level
1isabasic course on USPAP and the regulatory
system; Level 2 is a more detailed review of USPAP
and includesissues related to case management;
and, Level 3, initiated in 2014, is more advanced
training on conducting interviews, writing reports
and presenting findings. Program attendance since
itbeganin 2009 includes 54 of the 55 States
andjurisdictions, with 560 attendees completing
Level 1,359 completing Level 2 and 204 completing
Level 3. The ASC funds the attendance by State
regulators atinvestigator training courses through
State grants.
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FINANCIAL STATUS OF THE ASC

In fiscal year 2019, the ASC's revenue totaled
approximately $4.3 million, and expenses
(including the Foundation and State grants) totaled
approximately $3.7 million. ASC funds are derived
from the Appraiser and AMC Registry fees. The
annual Appraiser Registry fee of $40 is paid by
licensed and certified appraisers to be listed on the
Appraiser Registry as eligible to perform appraisals
for federally related transactions. Appraiser registry
feestotaled $3.4 million in FY 2019. Annual AMC
Registry fees are paid by AMCs consistent with the
ASCrule on collection and transmission of AMC
registry fees.” The fee is based on the number of
appraisers who performed an appraisal for a covered
transaction during a defined annual period. AMC
fees totaled $833,000in FY 2019.

Appendix A contains the ASC audited financial
statements for fiscal year 2019, ending September 30,
2019. The ASC realized a net gain of approximately
$550,000. The ASC had reserves of approximately
$5.2 million. The external auditors found no material
weakness involving the ASC’s internal control
structure and operation, or any material instances of
noncompliance with selected provisions of applicable
laws and regulations tested.

The ASC continued to provide careful stewardship
ofthe funds entrusted toitas the following charts
demonstrate. The bar graph reflects expenditures
versus budgeted amounts for the most recent five-
year period. This data reflects the ASC's continuing
efforts to operate in an efficient and effective manner
asshown by the fact that expenditures consistently
were held below budgeted amounts.

Appraisal Subcommittee Budget vs Expenditures, 2015-2019

5000000

Revenue M Budget M Expenditures

4000000

3000000

2000000 =

1000000

3,802,136
3,436,395
4,229,513
3,514,914

2015 2016

Appraisal Subcommittee (5 Year Trend)

3,857,320
3,471,615
3,633,515
3,867,499
3,726,450

2017 2018 2019

Revenue Budget Expenditures % of Budget Expended
2015 3,576,000 3,802,136 3,436,395 90.4%
2016 3,589,898 4,229,513 3,514,914 83.1%
2017 3,428,245 3,857,320 3,471,615 90.0%
2018 3,647,104 3,633,515 3,630,136 99.9%
2019 4,278,071 3,867,499 3,726,450 96.4%

23 12CFR1102.400-1102.403.
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ASC Grant and ITP Awards
(includes grants for The Appraisal Foundation & Investigator Training Program)
$800000
TAF Grant M State Grant
$700000
$600000
$500000
$400000
$300000
$200000 | | B | B B B | | B | B
$100000 | B | B B | B B B | B
$250,000 $350,000 $256,808 $350,000 $350,000 $350,000 $332,674 $350,000 $324,790
i $250,000 | 51% | 53% | 50% | 53% | 56% | 53% | 61% | 56% | 57% |
0
2015Grant 2015 Expenditures 2016 Grant 2016 Expenditures 2017 Grant 2017 Expenditures 2018 Grant 2018 Expenditures 2019 Grant 2019 Expenditures
$569,000 $488,116 $659,632 $511,832 $659,085 $621,016 $660,000 $545,711 $628,000 $568,536
ASC Grant Awards
Awarded Expended % Expended
2015 569,000 488,116 85.8%
2016 659,632 511,832 77.6%
2017 659,085 621,016 94.2%
2018 660,000 545,711 82.7%
2019 628,000 568,536 90.5%
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0’'Connor
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. Certified Public Accountants

INDEPENDENT AUDITORS’ REPORT

To the Appraisal Subcommittee of the
Federal Financial Institutions Examination Council
Washington, DC 20005

Report on the Financial Statements

We have audited the accompanying financial statements of the Appraisal Subcommittee, which
comprise the balance sheets as of September 30, 2019 and 2018, the related statements of net
cost, changes in net position and budgetary resources for the years then ended, and the related
notes to the financial statements.

Management’s Responsibility for the Financial Statements

Management is responsible for the preparation and fair presentation of these financial statements
in accordance with accounting principles generally accepted in the United States of America; this
includes the design, implementation, and maintenance of internal control relevant to the
preparation and fair presentation of financial statements that are free from material misstatement,
whether due to fraud or error.

Auditors' Responsibility

Our responsibility is to express an opinion on these financial statements based on our audits. We
conducted our audits in accordance with auditing standards generally accepted in the United
States of America and the standards applicable to financial audits contained in Government
Auditing Standards, issued by the Comptroller General of the United States; and the Office of
Management and Budget (“OMB”) Bulletin No. 19-03, Audit Requirements for Federal
Financial Statements. Those standards and OMB Bulletin No. 19-03, require that we plan and
perform the audits to obtain reasonable assurance about whether the financial statements are free
from material misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and
disclosures in the financial statements. The procedures selected depend on the auditors'
judgment, including the assessment of the risks of material misstatement of the financial
statements, whether due to fraud or error. In making those risk assessments, the auditors consider
internal control relevant to the entity’s preparation and fair presentation of the financial
statements in order to design audit procedures that are appropriate in the circumstances, but not
for the purpose of expressing an opinion on the effectiveness of the entity’s internal
control. Accordingly, we express no such opinion. An audit also includes evaluating the
appropriateness of accounting policies used and the reasonableness of significant accounting
estimates made by management, as well as evaluating the overall presentation of the financial
statements.

25 Braintree Hill Office Park @ Suite 102 @ Braintree, MA 02184 @ P:617.471.1120 @ F:617.472.7560
27 Church Street @ Winchester, MA 01890 & P:781.729.4949 e F:781.729.5247

www.ocd.com
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We believe that the audit evidence we have obtained is sufficient and appropriate to provide a
basis for our audit opinion.

Opinion on Financial Statements

In our opinion, the financial statements referred to above present fairly, in all material respects,
the financial position of the Appraisal Subcommittee as of September 30, 2019 and 2018, and its
net cost, changes in net position and budgetary resources for the years then ended, in accordance
with accounting principles generally accepted in the United States of America.

Other Matters

Required Supplementary Information

U.S. generally accepted accounting principles require that the information in the Management'’s
Discussion and Analysis (“MD&A”) section be presented to supplement the basic financial
statements. Such information, although not a part of the basic financial statements, is required by
the Federal Accounting Standards Advisory Board, who considers it to be an essential part of
financial reporting for placing the basic financial statements in an appropriate operational,
economic, or historical context. We have applied certain limited procedures to the required
supplementary information in accordance with U.S. generally accepted government auditing
standards, which consisted of inquiries of management about the methods of preparing the
information and comparing the information for consistency with management’s responses to our
inquiries, the basic financial statements, and other knowledge we obtained during our audits of
the basic financial statements. We do not express an opinion or provide any assurance on the
information because the limited procedures do not provide us with sufficient evidence to express
an opinion or provide any assurance.

Report on Internal Control Over Financial Reporting

In planning and performing our audits of the financial statements, we considered the Appraisal
Subcommittee's internal control over financial reporting (“internal control”) to determine the
audit procedures that are appropriate in the circumstances for the purpose of expressing our
opinion on the financial statements, but not for the purpose of expressing an opinion on the
effectiveness of the Appraisal Subcommittee's internal control. Accordingly, we do not express
an opinion on the effectiveness of the Appraisal Subcommittee's internal control.

A deficiency in internal control exists when the design or operation of a control does not allow
management or employees, in the normal course of performing their assigned functions, to
prevent, or detect and correct, misstatements on a timely basis. A material weakness is a
deficiency, or combination of deficiencies, in internal control, such that there is a reasonable
possibility that a material misstatement of the entity's financial statements will not be prevented,
or detected and corrected on a timely basis. A significant deficiency is a deficiency, or a
combination of deficiencies, in internal control that is less severe than a material weakness, yet
important enough to merit attention by those charged with governance.
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Our consideration of internal control was for the limited purpose described in the first paragraph
of this section and was not designed to identify all deficiencies in internal control that might be
material weaknesses or significant deficiencies. Given these limitations, during our audit we did
not identify any deficiencies in internal control that we consider to be material weaknesses.
However, material weaknesses may exist that have not been identified.

Report on Compliance and Other Matters

As part of obtaining reasonable assurance about whether the Appraisal Subcommittee’s financial
statements are free from material misstatement, we performed tests of its compliance with certain
provisions of laws, regulations, contracts, and grant agreements, noncompliance with which
could have a direct and material effect on the determination of financial statement amounts.
However, providing an opinion on compliance with those provisions was not an objective of our
audit and, accordingly, we do not express such an opinion. The results of our tests disclosed no
instances of noncompliance or other matters that are required to be reported under Government
Auditing Standards or OMB Bulletin No. 19-03.

Management’s Responsibility for Internal Control and Compliance

Appraisal Subcommittee’s management is responsible for (1) evaluating effectiveness of internal
control over financial reporting based on criteria established under the Federal Managers
Financial Integrity Act (“FMFIA”), (2) providing a statement of assurance on the overall
effectiveness of internal control over financial reporting, and (3) ensuring compliance with other
applicable laws and regulations.

Auditors’ Responsibilities

We are responsible for (1) obtaining a sufficient understanding of internal control over financial
reporting to plan the audit, (2) testing compliance with certain provisions of laws and regulations
that have a direct and material effect on the financial statements and applicable laws for which
OMB Bulletin No. 19-03 requires testing, and (3) applying certain limited procedures with
respect to the MD&A.

We did not evaluate all internal controls relevant to operating objectives as broadly established
by the FMFIA, such as those controls relevant to preparing statistical reports and ensuring
efficient operations. We limited our internal control testing to testing internal control over
financial reporting. Because of inherent limitations in internal control, misstatements due to error
or fraud, losses, or noncompliance may nevertheless occur and not be detected. We also caution
that projecting our audit results to future periods is subject to risk that controls may become
inadequate because of changes in conditions or that the degree of compliance with controls may
deteriorate. In addition, we caution that our internal control testing may not be sufficient for
other purposes.

We did not test compliance with all laws and regulations applicable to Appraisal Subcommittee.
We limited our tests of compliance to certain provisions of laws and regulations that have a
direct and material effect on the financial statements and those required by OMB Bulletin No.
19-03 that we deemed applicable to Appraisal Subcommittee’s financial statements for the fiscal
year ended September 30, 2019. We caution that noncompliance with laws and regulations may
occur and not be detected by these tests and that such testing may not be sufficient for other
purposes.
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Purpose of the Report on Internal Control over Financial Reporting and the Report on
Compliance and Other Matters

The purpose of the Report on Internal Control over Financial Reporting and the Report on
Compliance and Other Matters sections of this report is solely to describe the scope of our testing
of internal control and compliance and the results of that testing, and not to provide an opinion
on the effectiveness of the Appraisal Subcommittee's internal control or on compliance. These
reports are an integral part of an audit performed in accordance with Government Auditing
Standards in considering the Appraisal Subcommittee's internal control and compliance.
Accordingly, these reports are not suitable for any other purpose.

Certified Public Accountants
Braintree, Massachusetts

February 18, 2020
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Appraisal Subcommittee
Management’s Discussion and Analysis

September 30, 2019

ASC History

The Appraisal Subcommittee (ASC) of the Federal Financial Institutions Examination Council
(FFIEC) was created on August 9, 1989, pursuant to Title XI of the Financial Institutions Reform,
Recovery, and Enforcement Act of 1989 (Title XI). Title XI’s purpose is to “provide that Federal
financial and public policy interests in real estate transactions will be protected by requiring that
real estate appraisals utilized in connection with federally related transactions are performed in
writing, in accordance with uniform standards, by individuals whose competency has been
demonstrated and whose professional conduct will be subject to effective supervision.”

In general, the ASC oversees the real estate appraisal process as it relates to federally related
transactions, as defined in Section 1121(4) of Title XI(1). The ASC is an FFIEC subcommittee.
The FFIEC was established pursuant to Title X of the Financial Institutions Regulatory and Interest
Rate Control Act of 1978. The FFIEC is an interagency body empowered to set uniform principles
for the examination of federally regulated financial institutions.

Section 1103 of Title XI sets out the ASC’s general responsibilities:

e Monitor the requirements for the certification and licensing of appraisers established by the
States, Territories, and the District of Columbia (“States”). The ASC reviews each State’s
compliance with the requirements of Title XI and is authorized to take action against non-
complying States;

e Monitor the requirements established by the Federal financial institution’s regulatory agencies
regarding appraisal standards for federally related transactions;

e Maintain a national registry of State licensed and certified appraisers (Registry) who may
perform appraisals in connection with federally related transactions; and

e Monitor and review the practices, procedures, activities, and organizational structure of the
Appraisal Foundation (Foundation).

On July 21,2010, the President signed into law the Dodd-Frank Wall Street Reform and Consumer
Protection Act of 2010 (“Dodd-Frank Act”) which includes amendments to Title XI. These
statutory amendments expanded the ASC's general responsibilities within each of the
aforementioned areas. The ASC will submit a report on its activities during the preceding year
annually, by June 15th.

The Dodd-Frank bill also requires the registration and supervision of the operations and activities
of appraisal management companies. The ASC will eventually monitor the States' regulations of
these entities and maintain a National Registry of Appraisal Management Companies that are
either registered with and subject to supervision of a State appraiser certifying and licensing
agency or are operating subsidiaries of a federally regulated financial institution.
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Before the enactment of Title XI, there were no universally accepted appraisal content standards,
no system of licensing appraisers, no appraiser education and experience qualification standards,
and no laws requiring the use of appraisals. Title XI created a regulatory framework that includes
federal bank regulatory agencies, a federal agency with authority to monitor State activities, a
nonprofit appraisal organization, and State agencies that license and certify appraisers.

Title XI also requires the ASC to:

- make grants in such amounts as it deems appropriate to the Foundation to help defray costs
relating to the activities of the Appraisal Standards Board (“ASB”) and Appraiser
Qualifications Board (“AQB”)

- make grants to State appraiser certifying and licensing agencies in accordance with policies
developed by the ASC to support the efforts of such agencies to comply with Title XI,
including—

o the complaint process, complaint investigations, and appraiser enforcement activities of such
agencies

o the submission of data on State licensed and certified appraisers and AMCs to the Appraiser
Registry and the AMC Registry, including information affirming that appraisers or AMCs
meet required qualification criteria, and information on formal and informal disciplinary
actions

o reporting to all State appraiser certifying and licensing agencies when a license or
certification is surrendered, revoked or suspended

The ASC has seven members, each designated respectively by the head of their agency, including
the Board of Governors of the Federal Reserve System (“Federal Reserve’), Consumer Financial
Protection Bureau (“CFPB”), Federal Deposit Insurance Corporation (“FDIC”), National Credit
Union Administration (“NCUA?”), Office of the Comptroller of the Currency (“OCC”), Federal
Housing Finance Agency (“FHFA”), and U.S. Department of Housing and Urban Development
(“HUD”).
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The Appraisal Subcommittee's (“ASC”) Mission Statement:

To provide federal oversight of State appraiser regulatory programs and a monitoring framework
for the Appraisal Foundation and the Federal Financial Institutions Regulatory Agencies in their
roles to protect federal financial and public policy interests in real estate appraisals utilized in
federally related transactions.

Strategic Goals

1. Promote Title XI-compliant State Appraiser Programs and AMC Programs;

2. Carry out Title XI monitoring functions;

3. Administer Title XI Grant Programs;

4. Finalize implementation of Advisory Committee recommendations;

5. Maintain the National Registries (Appraiser Registry and AMC Registry);

6. Prudently manage ASC resources; and

7. Partner with the Valuation Stakeholders to Facilitate Effective and Efficient Valuation

Services and Regulation
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Appraisal Subcommittee Organizational Chart

ASC Board

Executive Director
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Performance Goals

As required by Title XI, the ASC monitors each State’s Program for compliance with Title XI,
AQB Criteria and ASC Policy Statements. Current Policy Statements are set forth in Appendix H
that follows this Annual Report. Appraisers credentialed by State Programs that do not comply
with the requirements of Title XI may be prohibited from performing appraisals of real property
involved in federally related transactions in that State. The ASC’s rating criteria of the State
Programs focuses on three key components: (1) complying with Title XI mandates and
requirements of ASC Policy Statements; (2) maintaining a strong regulatory program; and (3)
limiting overall risk of Program failure.

The ASC monitors State Programs largely through on-site visits to the States; the ASC performs
an on-site Compliance Review of each State at least once every two years. Programs that evidence
noncompliance in one or more areas may be subject to additional oversight, including Follow-up
Reviews, an accelerated Review Cycle and/or off-site monitoring.

The ASC identifies State Programs that may have a significant impact on the nation’s appraiser
regulatory system. The following 14 States, listed alphabetically, collectively represent over 50%
of the credentialed appraisers on the Appraiser Registry: California, Colorado, Florida, Georgia,
[llinois, Michigan, New Jersey, New York, North Carolina, Ohio, Pennsylvania, Texas, Virginia
and Washington. The ASC performs Priority Contact visits with these States in those years when
Compliance Reviews are not scheduled. The ASC also conducts a Priority Contact visit for
individual States when a specific concern warrants special attention by the ASC. The primary
purpose of the Priority Contact visit is to review topical issues, evaluate regulatory compliance
issues and maintain a close working relationship with the State.

The ASC began 25 State Appraiser Program Compliance Reviews in 2018 of which 19 were
finalized. Two State Appraiser Program Compliance Reviews which began in 2017 were
finalized. Of the 21 State Appraiser Program Compliance Reviews finalized in 2018, 6 States
were rated to be Excellent (29%); 10 States were rated to be Good (48%); 5 States were rated to
be Needs Improvement (24%); and no States were rated to be Not Satisfactory or Poor. The ASC
began 3 State Appraiser Program Follow-up Reviews in 2018, of which 2 were finalized. The
ASC performed 5 State Appraiser Program Priority Contacts.

In 2019, for Appraiser Programs, ASC Policy Managers completed 27 Reviews; 2 Follow-up
Reviews; and 10 Priority Contacts. Of the 27 Appraiser Program Compliance Reviews completed
in 2019, 11 States (41%) were found to be Excellent; 12 States (44%) were found to be Good; 4

-9.-
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States (15%) were found to be Needs Improvement; and no State was found to be Not Satisfactory
or Poor.

The ASC began 3 State Appraisal Management Company Program Compliance Reviews in 2018
of which 2 were finalized. Of the 2 Compliance Reviews finalized in 2018, both were rated to be
Good.

The ASC completed 14 Compliance Reviews of AMC Programs in 2019 of States that did not
request an extension or whose Compliance Reviews were scheduled after the extension of the
AMC Rule expired. Of the 14 AMC Program Compliance Reviews completed in 2019, 6 States
were found to be Excellent and 8 States were rated as Good.

ASC Organizational Overviews
Compliance Review Process

The ASC’s Compliance Review process is a risk-based review process, focusing on areas of State
Programs that are not in compliance with Title XI or that exhibit characteristics which could lead
to non-compliance. Effective June 1, 2013, the ASC refined its Compliance Review process to
better identify various levels of compliance.

Compliance Reviews are scheduled over a three to four-day period to coincide with a meeting of
the State Program’s decision-making body whenever possible. Preliminary Findings are
communicated to the State in an ASC staff report and the State is given 60 days to respond. ASC
staff then considers the State’s response and makes formal recommendations for final disposition.
The ASC, or its designated representative acting under delegated authority, considers the ASC
staff report and recommendations along with responses from the State Program before rendering
a decision. A final Compliance Review Report and letter to the State with a determination
regarding the State’s compliance with Title XI is then issued. Actions taken under delegated
authority are presented to the ASC at its next regularly scheduled meeting.

-10-
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State Programs are issued one of the following Findings:

IASC Finding Rating Criteria Review Cycle*

» State meets all Title XI mandates and complies with requirements of ASC
Policy Statements

» State maintains a strong regulatory Program
Excellent gres fy rrog 2-year
* Very low risk of Program failure

» State meets the majority of Title XI mandates and complies with the
majority of ASC Policy Statement requirements

¢ Deficiencies are minor in nature

» State is adequately addressing deficiencies identified and correcting them
in the normal course of business
(Good » State maintains an effective regulatory Program 2-year

* Low risk of Program failure
« State does not meet all Title XI mandates and does not comply with all
requirements of ASC Policy Statements

* Deficiencies are material but manageable and if not corrected in a timely
manner pose a potential risk to the Program

* State may have a history of repeated deficiencies but is showing progress

toward correcting deficiencies 2-year with
. additional
Needs Improvement * State regulatory Program needs improvement monitoring

* Moderate risk of Program failure
» State does not meet all Title XI mandates and does not comply with all
requirements of ASC Policy Statements

» Deficiencies present a significant risk and if not corrected in a timely
manner pose a well-defined risk to the Program

» State may have a history of repeated deficiencies and requires more
supervision to ensure corrective actions are progressing

Not Satisfactory « State regulatory Program has substantial deficiencies 1-year

* Substantial risk of Program failure

-11 -

APPRAISAL SUBCOMMITTEE — ANNUAL REPORT 2019




APPENDIXA-FINANCIAL STATEMENTS

Appraisal Subcommittee
Management’s Discussion and Analysis — Continued

September 30, 2019

» State does not meet Title XI mandates and does not comply with
requirements of ASC Policy Statements

¢ Deficiencies are significant and severe, require immediate attention and if
not corrected represent critical flaws in the Program

Continuous

» State may have a history of repeated deficiencies and may show a lack of o
monitoring

Poor willingness or ability to correct deficiencies

* High risk of Program failure

*Program history or nature of deficiency may warrant a more accelerated Review Cycle.

Appraiser Registry

Title XI requires the ASC to maintain an Appraiser Registry of State certified and licensed
appraisers who are eligible to perform appraisals in federally related transactions. As of December
31, 2019, the Appraiser Registry contained 94,700 appraiser credentials, down less than 1% from
the 94,500 entries at the end of 2018, and down 22% from the peak in 2007 of over 121,000.

The Appraiser Registry is accessible at the ASC’s website (www.asc.gov), and is used by
appraisers, Federal and State agencies, financial institutions, users of appraisal services, law
enforcement, and consumers. Use of the Appraiser Registry is free. The Appraiser Registry allows
users to determine whether an appraiser is State certified or licensed to perform appraisals in
connection with federally related transactions. Users can also access an appraiser’s credential
status and determine whether the appraiser’s credential is currently suspended, revoked, or
surrendered in lieu of State disciplinary action.

The Appraiser Registry facilitates information sharing that assists State Programs in enforcing
their appraiser-related statutes and regulations, including temporary practice and reciprocity.
Financial institutions and other users also can access the Appraiser Registry to:

e Receive automatic notifications about new revocations, suspensions, surrenders, and
certification/license expirations

e Download publicly available information or parts of the Appraiser Registry into
predefined queries and user- customized queries

e Verify appraiser credentials

e Set up automatic queries of Appraiser Registry information using a web service which
allows computer systems used by lenders, regulatory agencies, and other authorized parties
to integrate directly with the Appraiser Registry

-12 -
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The Appraiser Registry also contains non-public data (such as certain disciplinary actions other
than suspensions, revocations or voluntary surrenders). Access to nonpublic data is restricted to
authorized State regulatory agency representatives.

In 2010, the ASC upgraded the Appraiser Registry to allow States to submit data to the ASC
directly from their credential tracking applications. By the end of 2019, 42.527% of the States
were reporting all their appraiser data directly into the Appraiser Registry and all States were
entering their appraiser disciplinary data into the Appraiser Registry as a supplement to the data
files sent by the State periodically.

These upgrades reduced costs, increased efficiency, and allowed States the opportunity to provide
almost immediate updates to the Appraiser Registry, making it a more effective tool for users of
appraisal services as well as consumers and law enforcement.

States reported 13,346 18,461 disciplinary actions taken against appraisers for misconduct or
wrongdoing over the past 10 years.

National Registry of AMCs (AMC Registry)
Title XI requires the ASC to maintain the AMC Registry of those AMCs that are either:

(1) registered with and subject to supervision by a State that has elected to register and
supervise AMCs; or

(2) are operating subsidiaries of a Federally regulated financial institution (Federally regulated
AMCs).

The ASC issued a final rule on collection and transmission of annual AMC Registry Fees. The
AMC Registry Fee Rule was published in the September 25, 2017 issue of the Federal
Register and went into effect on November 24, 2017.

The ASC recognizes that participating States may need to amend their rules and/or regulations, or
revise their operating procedures, to implement AMC registry fees. After June 4, 2020, any
participating State's AMC Program will be reviewed for compliance with the AMC Registry Fee
Rule as part of the Compliance Review process.

Title XI imposes a statutory restriction on performance of services by AMCs for a federally related
transaction (FRT) that applies after August 10, 2018, for AMCs operating in a State that elected
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not to register and supervise AMCs in accordance with the AMC Rule. The restriction on
performance of services for FRTs will not impact an AMC so long as the AMC is registered with
a State that has elected to register and supervise AMCs or is subject to oversight by a Federal
financial institutions regulatory agency.

The AMC Registry is used by appraisers, Federal and State agencies, financial institutions, users
of appraisal services, law enforcement, and consumers. Use of the AMC Registry is free.

ASC Grants
Foundation Grant

Title XI requires the ASC “to make grants in such amounts as it deems appropriate to the
[Foundation], to help defray those costs of the Foundation relating to the activities of the [ASB]
and [AQB].”

The Foundation annually submits grant requests to coincide with the ASC’s fiscal year for
consideration as part of the ASC’s budget process. As part of its review of the Foundation’s grant
proposal, the ASC evaluates whether amounts requested are for “grant-eligible activities” under
the ASC’s Foundation Grant Policy. For ASB, AQB or BOT expenses to be considered as “grant
eligible activities,” they must meet the following requirements:

e ASB expenses must be related to the development, interpretation, amendment or
advancement of USPAP, or related special projects and be included in the approved grant
budget

e AQB expenses must be related to the development, interpretation, amendment or
advancement of the AQB Criteria or related special projects, or maintenance of the
National Uniform Examination and be included in the approved grant budget

e BOT expenses must be related to the development, interpretation, amendment or
advancement of the USPAP or the AQB Criteria and be included in the approved grant
budget

e The ASC evaluates the impact of grant funding on the ASC’s financial condition to
ensure consistency with its operating standards for maintaining appropriate reserves. The
ASC awarded $350,000 in grant funds to the Foundation in fiscal year 2019. Since the
ASC’s inception in 1989, it has provided approximately $23 million in aggregate grant
funds.
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Approved grant funds generally are disbursed monthly after the Foundation submits a detailed
request for reimbursement that includes a summary of the amount and types of expenses and
supporting documentation. ASC staff reviews each reimbursement request to ensure expenses
requested for reimbursement are related to “grant-eligible activities” and that the expenses were
included in the annual grant budget.

The ASC employs an independent auditing firm on an annual basis to perform an agreed upon
procedures engagement in accordance with standards established by the American Institute of
Certified Public Accountants relating to the Foundation grant and the applicable requirements of
OMB Circular A-122. The purpose of the engagement is to:

e Ascertain that grant funds are expended for the activities allowed in the grant

e Ascertain that costs charged to the grant are allowed under the grant agreement

e Note whether specific service or expenditure levels are maintained

e Ascertain whether minimum or maximum limits for specified services are met

e Determine whether funds were obligated within the period of availability and obligations
were liquidated within the required time period

e Determine whether revenues are correctly recorded and disbursed in accordance with the
grant/program requirements

e Determine whether activities related to the grant occurred when the Foundation incurred
the expenditure

e Ascertain the costs charged to the meetings are in compliance with the grant agreement

e Ascertain that the costs charged to the grant for conference calls are in compliance with
the grant agreement

State Grant

Title XI also requires the ASC to make grants to the States in accordance with policies developed
by the ASC in support of State enforcement activities, in addition to other areas. The ASC
provided grant funds in 2019 in the amount $278,000, administered by the Foundation, in
support of the States for the development, presentation and hosting of State Investigator Training
Courses. ASC grant funds paid for attendees’ meeting materials, lodging and travel expenses for
up to three individuals from each State. The ASC continues to review other options for the use of
State grant funds, including educational programs for State regulators.
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Overview of the Financial Statements

The Management’s Discussion and Analysis introduces ASC’s principal statements. The principal
statements include: (1) balance sheets, (2) statements of net cost, (3) statements of changes in net
position, (4) statements of budgetary resources, and (5) notes to financial statements.

Balance Sheets — The balance sheet is a summary of assets, liabilities and net position for each
fiscal year. It includes assets in possession or managed by the entity exclusive of items subject to
stewardship reporting (assets), amounts owed by the entity (liabilities), and amounts which
comprise the difference (net position).

SUMMARY BALANCE SHEETS

2019 2018 Inc / (Dec)
Total Assets $10,189,488 $9,149,846 $1,039,642
Total Liabilities $ 4,898,244 $4,410,173 $ 488,071
Net Position $ 5,291,244 $4,739,673 $ 551,571

*Net position consists entirely of cumulative results of operations - other funds

Statements of Net Cost — The statements of net cost are designed to show separately the
components of the net cost of the reporting entity’s operations for the period. The net cost of
operations is the gross cost incurred by the reporting entity less any exchange revenue earned from
its activities.

SUMMARY STATEMENTS OF NET COST

2019 2018 Inc / (Dec)
Public costs $ 3,726,450 $ 3,630,136 $ 96,314

Less: Earned revenue $(4,278,021) $(3,647,104) $(630,917)
Net public costs $ (551,571) $ (16,968) $ (534,603)

- 16 -
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Assets
2019 2018
Assets:
Intragovernmental Assets:
Fund balance with Treasury $ 6,139,486 $ 5,887,155
Restricted fund balance with Treasury 2,825,990 2,472,990
Total Intragovernmental Assets: 8,965,476 8,360,145
Accounts receivable 1,087,290 517,064
Property and Equipment, net 136,722 272,637
Total Assets $ 10,189,488 $ 9.149.846
Liabilities and Net Position
Liabilities:
Intragovernmental Liabilities:
Unearned revenues $ 1,393,159 $ 1,505,547
Restricted funds held for others 2.825.990 2,472,990
Total Intragovernmental Liabilities: 4,219,149 3,978,537
Accounts payable 91,917 52,558
Grants payable 260,206 54,987
Accrued funded payroll and leave 84,497 81,479
Unfunded leave 242.475 242,612
Total Liabilities 4.898.244 4,410,173
Net Position:
Unexpended appropriations - other funds $ - $ -
Cumulative results of operations - other funds 5,291,244 4,739,673
Total Net Position 5,291,244 4,739,673
Total Liabilities and Net Position $ 10.189.488 149.84

The accompanying notes are an integral part of the financial statements.
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2019 018
Program Costs:
Public costs $ 3,726,450 $ 3,630,136
Less: Earned revenue from public (4,278.021) (3,647,104)
Net public costs $ (551,571 $ (16,968)

The accompanying notes are an integral part of the financial statements.
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2019 018
Cumulative Results of Operations:

Beginning Balance $ 4.739.673 $ 4,722,705

Beginning Balance, As Adjusted 4.739.673 4,722,705
Budgetary Financing Sources:

Appropriations used - -
Other Financing Sources:

Imputed financing - -
Total Financing Sources - -
Net Cost of Operations (+/-) 551,571 16.968
Net Change 551,571 16,968

Cumulative Results of Operations $ 5,291,244 $ 4739673

Unexpended Appropriations:
Beginning Balance $ - $ -
Beginning Balance, As Adjusted - -

Budgetary Financing Sources:

Appropriations received 3,906,902 3,609,662
Other adjustments - -
Appropriations used (3.906,902) (3.609.662)

Total Budgetary Financing Sources - -
Total Unexpended Appropriations - -

Net Position S - $ -

The accompanying notes are an integral part of the financial statements.
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For the Years Ended September 30,

2019 2018
Budgetary Budgetary
Budgetary Resources:

Unobligated balance brought forward, Oct 1 $ 3.383.357 $ 4.143.475
Unobligated balance brought forward, Oct 1, as adjusted 3,383,357 4,143,475
Recoveries from prior year unpaid obligations 856,097 30,660
Other changes in unobligated balance 1,795 -
Unobligated balance from prior year budget authority, net 4,241,249 4,174,135
Appropriations (Discretionary and Mandatory) 3,906,902 3,609,662

Total Budgetary Resources $ 8.148.151 $ 7,783,797

Status of Budgetary Resources:
New obligations and upward adjustments (total) $ 3,750,146 $ 4,400,441
Unobligated balance, end of year
Apportioned, unexpired accounts - -
Unapportioned, unexpired accounts 4,398,005 3.383.357

Unexpired unobligated balance, end of year 4,398,005 3,383,357
Expired unobligated balance, end of year - -
Unobligated balance, end of year 4,398,005 3,383,357

Total Status of Budgetary Resources $ 8.148.151 $ 7.783.,798

Change in Obligated Balance:

Unpaid obligations:
Unpaid obligations, brought forward, Oct 1 $ 1,252,337 $ 466,018
New obligations and upward adjustments 3,750,146 4,400,441
Outlays (gross) (-) (3,564,711) (3,583,462)
Recoveries of prior year unpaid obligations (856,097) (30,660)
Unpaid obligations, end of year 581,675 1,252,337

Uncollected payments:
Uncollected pymts, Fed sources, brought forward, Oct 1 (-) - -
Change in uncollected pymts, Fed sources (+/-) - -
Uncollected pymts, Fed sources, end of year (-) - -
Memorandum (non-add) entries

Obligated balance, start of year (+/-) $ 1252337 $ 466,018
Obligated balance, end of year (+/-) $ 581.675 $ 1.252337

Budget Authority and Outlays, Net
Budget authority, gross (discretionary and mandatory) $ 3,906,902 $ 3,609,662
Actual offsetting collections (discretionary and mandatory) - -
Recoveries of prior year paid obligations (discretionary and mandatory) - -
Budget authority, net (total) (discretionary and mandatory) 3,906,902 3,609,662

Outlays (gross) (discretionary and mandatory) (3,564,711) (3,583,462)
Actual offsetting collections (discretionary and mandatory) - -

Outlays, net (total) (discretionary and mandatory) (3,564,711) (3,583.462)
Agency Outlays, net (discretionary and mandatory) $ (3.564.711) $ (3.583.462)

The accompanying notes are an integral part of the financial statements.
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September 30,2019 and 2018

Note 1 - Summary of Significant Accounting Policies

Organization
The Appraisal Subcommittee of the Federal Financial Institutions Examination

Council (the “Appraisal Subcommittee” or “ASC”) was created by Title XI of the
Financial Institutions Reform, Recovery, and Enforcement Act (“FIRREA”) of 1989.
The mission of the Appraisal Subcommittee is to monitor the certification and
licensing programs of the States to determine compliance with Title XI of FIRREA.
The purpose of this title is to ensure that the federal financial and public policy
interests in real estate related transactions will be protected by requiring that real
estate appraisals utilized in connection with federally related transactions are
performed in writing, in accordance with uniform standards, by individuals whose
competency has been demonstrated and whose professional conduct will be subject to
effective supervision. In accordance with Title XI of FIRREA, an appraiser must be
registered to perform appraisals connected to federal transactions. Effective January
1, 2012, ASC raised the annual fee assessed to the states from $25 per registered
appraiser to $40.

The federal financial institutions regulatory agencies include the Board of Governors
of the Federal Reserve System, the Federal Deposit Insurance Corporation, the
Consumer Financial Protection Bureau (“CFPB”), the Office of the Comptroller of
the Currency, and the National Credit Union Administration. The member agencies
of the Appraisal Subcommittee include the federal financial institutions regulatory
agencies, the Department of Housing and Urban Development, and the Federal
Housing Finance Agency (“FHFA”). The CFPB and FHFA were added as members
to the ASC as a result of the Dodd-Frank Wall Street Reform and Consumer
Protection Act of 2010 (“Dodd-Frank Act”).

Effective November 24, 2017, the ASC adopted a final rule to implement collection
and transmission of appraisal management company ("AMC") annual registry fees
under the Dodd-Frank Act. The first full year of collection of AMC fees began on
October 1, 2018. The ASC adopted Section 1102.402. Section 1102.402 establishes
the annual AMC registry fee for States that elect to register and supervise AMCs as
follows:

In the case of an AMC that has been existence for more than a year, $25 multiplied by
the number of appraisers who have performed an appraisal for the AMC on a covered
transaction in such date during the previous year. If an AMC has not been existence
for more then a year, $25 multiplied by the number of appraisers who have performed
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Note 1 - Summary of Significant Accounting Policies - Continued

Organization - continued
an appraisal for the AMC on a covered transaction in such State since the AMC
commenced doing business.

Basis of Presentation

These financial statements have been prepared from the accounting records of ASC in
accordance with Generally Accepted Accounting Principles (“GAAP”), and the form
and content for entity financial statements specified by the Office of Management and
Budget (“OMB”) in OMB Circular No. A-136, as amended. GAAP for federal
entities are standards prescribed by the Federal Accounting Standards Advisory
Board (“FASAB”), which has been designated the official accounting standards-
setting body for the Federal Government by the American Institute of Certified Public
Accountants.

OMB Circular No. A-136 requires agencies to prepare financial statements, which
include a Balance Sheet, Statement of Net Cost, Statement of Changes in Net
Position, and a Statement of Budgetary Resources. The Balance Sheet presents, as of
September 30, 2019, amounts of future economic benefits owned or managed by
ASC (assets), amounts owed by ASC (liabilities), and amounts, which comprise the
difference (net position). The Statement of Net Cost reports the full cost of the
program, both direct and indirect costs of the output, and the costs of identifiable
supporting services provided by other segments within ASC and other reporting
entities. The Statement of Budgetary Resources reports an agency’s budgetary
activity.

Basis of Accounting

Transactions are recorded on the accrual accounting basis in accordance with OMB
Circular No. A-136. Under the accrual basis of accounting, revenues are recognized
when earned, and expenses are recognized when a liability is incurred, without regard
to receipt or payment of cash. The preparation of financial statements requires
management to make estimates and assumptions that affect the reported amounts of
assets and liabilities, the disclosure of contingent assets and liabilities at the date of
the financial statements, and the reported amounts of revenues and expenses during
the reporting period. Actual results may differ from those estimates. Significant
assumptions made in these financial statements include future collection of
receivables and deferring revenue on the receipt of 75% of the incremental fee from
$25 to $40.
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APPRAISAL SUBCOMMITTEE
Notes to the Financial Statements - Continued

September 30,2019 and 2018

Note 1 - Summary of Significant Accounting Policies - Continued

Fund Balance with U.S. Treasury

Fund Balance with Treasury is the aggregate amount of the ASC’s funds with
Treasury in expenditure, receipt, and revolving fund accounts. Appropriated funds
recorded in expenditure accounts are available to pay current liabilities and finance
authorized purchases.

The ASC does not maintain bank accounts of its own, has no disbursing authority,
and does not maintain cash held outside of Treasury. Treasury disburses funds for the
agency upon request.

Restricted Fund Balance with U.S. Treasury

Restricted fund balance with the U.S. Treasury are amounts restricted by law that the
Appraisal Subcommittee received in conjunction with the $15 fee increase, as
permitted by the Dodd-Frank Act. As part of the fee increase that was effective
January 1, 2012, Congress specifically required the ASC to set aside 25% of the
increase without specifications as to how it could be used. Accordingly, these funds
have been classified as a liability on the balance sheets.

Accounts Receivable

Accounts receivable consist of amounts due to the Appraisal Subcommittee for
registry fees. As of September 30, 2019 and 2018, management is of the opinion that
an allowance for doubtful accounts is not necessary.

Property and Equipment

Property and equipment is stated at cost. Depreciation is computed using the straight-
line method over the estimated useful lives ranging from three to ten years. The
capitalization threshold is $5,000 for assets with a useful life of three or more years.
For bulk purchases, items will be capitalized when the individual useful lives are at
least three years and have an aggregate value of $15,000 or more.

Annual and Sick Leave Program

Annual leave is accrued as it is earned by employees and is included in personnel
compensation and benefits cost. An unfunded liability is recognized as earned but
unused annual leave since, from a budgetary standpoint, this annual leave will be paid
from future funding sources when the leave is used by employees. The amount
accrued is based upon current pay rates of the employees. Sick leave is expensed
when used and no liability is recognized as employees have no right to be paid for
unused sick leave.
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APPRAISAL SUBCOMMITTEE

Notes to the Financial Statements - Continued

September 30,2019 and 2018

Note 1 - Summary of Significant Accounting Policies - Continued

Unearned Revenues
Registry fees received in advance are deferred and recognized as earned during the
applicable fee year.

Tax Status
The Appraisal Subcommittee is a federal governmental agency and is therefore
generally exempt from income taxes under Section 115 of the Internal Revenue Code.

Note 2 - Property and Equipment, Net

Property and equipment at September 30, consist of the following:

2019 2018
Computer equipment 845,123 845,123
Furniture - 31,803

845,123 876,926
Less: accumulated depreciation 708,401 604,289
Net Property and Equipment $ 136,722 $ 272,637

During FY2019, the ASC disposed of all its furniture by donating it to another agency
with an original cost of $31,803.

Note 3 - Appraisal Foundation Grant

Title XI of FIRREA provides that amounts appropriated for, or collected by, the
Appraisal Subcommittee be used to make grants to The Appraisal Foundation (the
"Foundation") to help defray costs of the Foundation relating to the activities of its
Appraisal Standards Board (“ASB”), Appraiser Qualification Board (“AQB”), and
State Investigator Training Grants. Since inception of the Appraisal Subcommittee on
August 9, 1989, it has made grants to the Foundation under which approximately
$20,986,000 was expended through September 30, 2019. As of September 30, 2019
and 2018, the Appraisal Subcommittee has $260,206 and 54,987, respectively, in
undistributed grant funding available to the Foundation for the grant years ending
September 30, 2019 and 2018, which is recorded in grants payable.
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APPRAISAL SUBCOMMITTEE

Notes to the Financial Statements - Continued

September 30,2019 and 2018

Note 4 - Retirement and Benefit Plans

The Appraisal Subcommittee contributes to the Civil Service Retirement System and
the Federal Employees’ Retirement System administered by the Office of Personnel
Management for the benefit of U.S. Government employees. The retirement plans
are participatory. Under the Civil Service Retirement System, the employer and
employee each contribute amounts ranging from 7-8 percent of salary to the plan.
Under the Federal Employees’ Retirement System, 13 percent of salary is contributed
by the Appraisal Subcommittee and 1 percent of salary is contributed by the
employee.

The Appraisal Subcommittee contributes up to 5 percent of base pay for participants
in the Thrift Savings Plan under the Federal Employees Retirement System.
Contributions by the Appraisal Subcommittee during fiscal years 2019 and 2018 for
the Civil Service Retirement System and the Federal Employees’ Retirement System
plans aggregated approximately $291,000 and $282,000, respectively.

Although the Appraisal Subcommittee contributes a portion of pension benefits for its
employees participating in the retirement plans and withholds the necessary payroll
deductions from them, it has no liability for future payments to employees under
those programs and is not accountable for the assets of the Civil Service and Federal
Employees’ Retirement Systems, nor does the Appraisal Subcommittee have actuarial
data concerning the accumulated plan benefits or the unfunded pension liability
relating to its employees. These amounts are reported by the Office of Personnel
Management for the retirement systems and are not allocated to the individual
employers. The Office of Personnel Management also accounts for all health and life
insurance programs for retired federal employees.

Note 5 - Interagency Transactions

The Appraisal Subcommittee had a Memorandum of Understanding with the U.S.
General Services Administration (“GSA”) to share the costs of office space, including
operating costs and real estate taxes, which expired in September 2018. Payments
were due on a monthly basis, as billed by GSA. Base rent expense totaled $0 and
$235,135 for the years ended September 30, 2019 and 2018, respectively. As of
September 30, 2018, The Appraisal Subcommittee no longer rents out this office
space and each employee now works remotely.

In conducting its administrative operations, the Appraisal Subcommittee uses the
services of various other federal agencies. The largest of the administrative service
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APPRAISAL SUBCOMMITTEE
Notes to the Financial Statements - Continued

September 30, 2019 and 2018

Note 5- Interagency Transactions - Continued

arrangements is with the U.S. General Services Administration for certain accounting
and reporting functions, and processing of payroll and related benefits. Operating
expenses of the Appraisal Subcommittee for fiscal years ended 2019 and 2018
include approximately $125,000 and $81,000, respectively, for these services.

Note 6 - Reconciliation of Net Cost of Operations to Budget

2019 2018
Net Cost $ 3,726,450 $ 3,630,136
Components of Net Cost that are not
part of Net Outlays:
Property and equipment depreciation (135,915) (119,233)
Change in budgetary resources obligated for goods,
services, and benefits ordered but not yet provided 864,908 751,346
Increase / (Decrease) in Assets
Accounts receivable (570,226) 79,941
(Increase) / Decrease in Liabilities
Unearned revenues 112,388 (101,939)
Accounts payable (39,359) 7,494
Grants payable (205,219) 54,908
Accrued funded rent - 14,504
Salaries and benefits (2,881) (4,356)
Components of Net Outlays that are not
part of Net Cost:
Acquisition of capital assets - 87,640
Net Outlays $ 3,750,146 $ 4,400,441
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APPRAISAL SUBCOMMITTEE

Notes to the Financial Statements - Continued

September 30,2019 and 2018

Note 6 - Reconciliation of Net Cost of Operations to Budget - Continued

A reconciliation of net cost of operations to budget is presented above to show the
relationship between accrual-based (financial accounting) information in the
statement of net cost and obligation-based (budgetary accounting) information in the
statement of budgetary resources. This reconciliation ensures that the proprietary and
budgetary accounts in the financial management system are in balance. For FY2019
and 2018, the ASC reconciled the difference between the $3.8 million and $4.4
million in obligated resources and the $3.7 million and $3.6 million in the net cost of
operations, respectively, by adjusting for offsetting collections, adjustments,
recoveries, financing resources not part of the net cost of operations, and
depreciation. The details of these reconciliations are as listed above.

Note 7- Management’s Acceptance of Financial Statements

Subsequent Events

Management has evaluated subsequent events through February 18, 2020 the date for
which the financial statements were available for issuance. Management has
accepted the financial statements and did not identify any events subsequent to
September 30, 2019 requiring disclosure in the financial statements.
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APPENDIX B

2017-2019 COMPLIANCE REVIEW FINDINGS

2017-2019 Appraiser Program Compliance Review Findings

AREAS OF NON-COMPLIANCE 2017 2018 2019
Requirement/Guidance Areas 25 States Reviewed 21 States Reviewed 27 States Reviewed
Statutes, Regulations, Policies and Procedures: 1 3 5
Temporary Practice: 0 3 5

National Registry: 0 3 0
Application Process: 4 3 7
Reciprocity: 0 0 0
Education: 0 0 1
Enforcement: 4 7 0

STATE COMPLIANCE STATUS 2017 2018 2019
Requirement/Guidance Areas 25 States Reviewed 21 States Reviewed 27 States Reviewed
Excellent 12 6 11

Good 11 10 12

Needs Improvement 2 5 4

Not Satisfactory 0 0 0

Poor 0 0 0

The table above documents the 2017 through 2019 Compliance Review Findings by requirement and areas of guidance.

2017-2019 Appraisal Management Company Program Compliance Review Findings

AREAS OF NON-COMPLIANCE 2018 2019
Requirement/Guidance Areas 2 States Reviewed 14 States Reviewed
Statutes, Regulations, Policies and Procedures: 6 8
National Registry: 0 0
Enforcement: 0 0

STATE COMPLIANCE STATUS 2018 2019

2 States Reviewed 14 States Reviewed

Excellent 0 6
Good 2 8
Needs Improvement 0 0
Not Satisfactory 0 0
Poor 0 0

The table above documents the 2018 through 2019 Compliance Review Findings by requirement and areas of guidance.
Data for 2017 was not available.
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STATE COMPLIANCE REVIEW FINDING DESCRIPTIONS

The charts below provide an explanation of ASC Findings and rating criteria.

State Compliance Review Finding Descriptions

ASCFINDING RATING CRITERIA REVIEW CYCLE**
Excellent - State meets all Title XI mandates and complies with requirements of ASC Policy 2-year
Statements

- State maintains a strong regulatory Program
« Very low risk of Program failure

Good - State meets the majority of Title XI mandates and complies with the majority of 2-year
ASC Policy Statement requirements

- Deficiencies are minorin nature

- Stateis adequately addressing deficiencies identified and correcting themin the
normal course of business

- State maintains an effective regulatory Program
« Low risk of Program failure

Needs Improvement - State does not meet all Title XI mandates and does not comply with all 2-year with
requirements of ASC Policy Statements additional
- Deficiencies are material but manageable and if not corrected in a timely monitoring

manner pose a potential risk to the Program

- State may have a history of repeated deficiencies but is showing progress toward
correcting deficiencies

- State regulatory Program needs improvement
- Moderate risk of Program failure

Not Satisfactory - State does not meet all Title XI mandates and does not comply with all 1-year
requirements of ASC Policy Statements

- Deficiencies present a significant risk and if not corrected in a timely manner
pose awell-defined risk to the Program

- State may have a history of repeated deficiencies and requires more supervision
to ensure corrective actions are progressing

- State regulatory Program has substantial deficiencies
- Substantial risk of Program failure

Poor* - State does not meet Title XI mandates and does not comply with requirements Continuous
of ASC Policy Statements monitoring

- Deficiencies are significant and severe, require immediate attention and if not
corrected represent critical flaws in the Program

- State may have a history of repeated deficiencies and may show a lack of
willingness or ability to correct deficiencies

« High risk of Program failure

* An ASC Finding of “Poor” may result in significant consequences to the State. See Policy Statement 5, Reciprocity; see also Policy
Statement 12, Interim Sanctions.

** Program history or nature of deficiency may warrant a more accelerated Review Cycle.
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2019 APPRAISER PROGRAM COMPLIANCE REVIEW SUMMARY

State Appraiser Program Month of Review ASC Finding Review Cycle
Alaska August Good Two-Year
California October 2018 Excellent Two-Year
Delaware March Good Two-Year
District of Columbia April Good Two-Year
Florida February Good Two-Year
Idaho April Good Two-Year
Indiana April Needs Improvement Two-Year
lowa July Excellent Two-Year
Kentucky May Excellent Two-Year
Maine June Excellent Two-Year
Michigan September 2018 Needs Improvement Two-Year
Mississippi May Excellent Two-Year
Montana September Excellent Two-Year
Nebraska March Excellent Two-Year
New Hampshire July Good Two-Year
New Jersey November 2018 Good Two-Year
New Mexico June Needs Improvement Two-Year with Follow-up
North Carolina November 2018 Excellent Two-Year
Ohio August Excellent Two-Year
Oklahoma September Excellent Two-Year
South Carolina February Good Two-Year
Tennessee January Good Two-Year
Utah February Good Two-Year
Virgin Islands December 2018 Needs Improvement Two-Year
Virginia June Excellent Two-Year
West Virginia December 2018 Good Two-Year
Wyoming June Good Two-Year
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2019 APPRAISAL MANAGEMENT COMPANY PROGRAM
COMPLIANCE REVIEW SUMMARY

State AMC Program Month of Review ASC Finding Review Cycle
California October 2018 Good Two-Year
Delaware March Good Two-Year
Idaho April Excellent Two-Year
lowa July Good Two-Year
Montana September Excellent Two-Year
Nebraska March Excellent Two-Year
New Mexico June Excellent Two-Year
Ohio August Good Two-Year
Oklahoma September Excellent Two-Year
South Carolina February Excellent Two-Year
Tennessee January Good Two-Year
Utah February Good Two-Year
Virginia June Good Two-Year
Wyoming June Good Two-Year

APPRAISAL SUBCOMMITTEE — ANNUAL REPORT 2019




APPENDIX C-NATIONAL REGISTRY STATISTICS

APPENDIX C

NATIONAL REGISTRY STATISTICS

Appraiser Registry Credentials—Year-End 2010-2019

Note: These statistics reflect the number of appraiser credentials, not the number of appraisers, listed on the
National Registry. It is not uncommon for the same appraiser to hold multiple State credentials.

Year-End Certified General Certified Residential Licensed Transitional Total Credentials
2010 37,807 55,522 16,674 23 110,026
2011 38,016 54,201 13,900 13 106,130
2012 37,834 52,504 11,875 12 102,225
2013 38,332 51,893 10,648 0 100,873
2014 38,777 51,240 9,507 0 99,524
2015 39,257 50,427 8,622 0 98,351
2016 39,269 49,654 7,933 0 96,856
2017 39,262 48,720 7,749 0 95,731
2018 39,135 47,908 7,481 0 94,524
2019 39,606 47,776 7,321 0 94,703

Note: Transitional licensing enabled persons to become licensed when they passed the appropriate examination but lacked either
the educational or the experience requirements adopted by the State. Effective July 1, 2013, transitional credentials were no longer
eligible for listing on the Appraiser Registry.

Yearly Appraiser Credential Trends
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Appraisal Management Company Registrations—Year-End 2010-2015

State 2019 Count 2018 Count Combined Year Totals
Florida 177 177
lowa 13 86 929
Kansas 14 107 121
Missouri 1 1
Montana 76 76
Nebraska 46 1 47
New Hampshire 89 89
New Mexico 102 102
New York 133 133
Oregon 117 117
Pennsylvania 138 138
Rhode Island 32 69 101
South Carolina 141 141
Virginia 32 32
Totals 1111 263 1374
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APPENDIX D

TOOLS FOR MONITORING STATE COMPLIANCE WITH TITLE XI

Monitoring Tool

Routine Compliance Reviews

Description

Full on-site Reviews of State appraiser
regulatory Programs.

Frequency

Every 2 years or annually if ASC
determines a State needs closer
monitoring.

Follow-up Compliance Reviews

On-site Reviews focused on areas of
noncompliance identified during routine
Compliance Reviews.

6to 12 months after previous Compliance
Review.

Priority Contact Visits

On-site visits, usually to States with large
populations of appraisers, to discuss
potentially problematic emergingissues
and maintain a close working relationship
with the State agency.

As needed.

Off-site Monitoring

Telephone or e-mail contacts with State
agencies regarding emerging compliance
issues and progress in addressing
previously identified issues.

Continuous.
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APPENDIX E

DISCIPLINARY ACTIONS REPORTED BY STATES'

Appraiser

January1, 2010 through December 31, 2019

Warning,
CorrectiveAction,

Additional Monetary  Official Voluntary  andfor Disciplinary
Education Downgrade  Limited Fine Reprimand Other Probation  Revocation Suspension  TPAction  Surrender Action Total

Alabama 25 0 0 85 17 36 6 4 14 0 10 6 203
Alaska 5 0 0 9 1 9 5 0 0 0 3 5 37
Arizona 36 0 1 2 0 66 56 9 12 0 16 1 199
Arkansas 43 0 2 14 0 1 47 2 2 0 6 27 144
California 508 0 20 590 1 16 153 54 98 0 73 8 1,521
Colorado 51 3 0 71 4 4 3 21 12 0 73 42 284
Connecticut 12 0 0 140 0 1 1 5 7 0 10 1 177
Delaware 18 0 0 22 55 3 11 4 7 0 0 0 120
District of Columbia 4 0 0 19 5 0 3 1 5 0 0 0 37
Florida 129 0 0 189 3 39 199 93 60 0 7 0 719
Georgia 0 0 0 0 6 405 0 114 58 0 0 0 583
Hawaii 5 0 0 15 0 0 1 3 0 0 0 0 24
Idaho 18 0 0 60 0 47 28 4 8 0 5 2 172
Illinois 17 0 1 192 22 18 16 68 114 0 8 81 537
Indiana 4 0 0 4 15 0 41 4 20 0 2 1 91
lowa 30 0 1 14 8 4 16 2 9 0 17 23 124
Kansas 43 2 0 13 0 0 9 5 1 0 2 1 76
Kentucky 61 2 0 62 1 21 0 3 17 0 0 170
Louisiana 18 0 0 28 27 0 0 0 0 0 0 0 73
Maine 39 0 0 54 30 3 6 11 7 0 3 25 178
Maryland 66 0 0 115 8 1 0 4 32 0 11 0 237
Massachusetts 50 0 0 81 26 1 63 17 6 0 25 0 269
Michigan 65 0 0 191 5 2 9 42 17 0 4 0 335
Minnesota 3 0 0 129 2 10 0 30 9 0 1 123 307
Mississippi 40 0 0 0 0 3 4 2 2 0 3 0 54
Missouri 0 0 0 0 0 26 103 40 57 0 14 0 240
Montana 14 0 0 22 4 4 6 6 15 0 5 0 76
Nebraska 32 2 1 12 0 10 2 0 5 0 3 4 71
Nevada 69 1 0 31 0 5 2 14 6 0 15 2 145
New Hampshire 36 0 0 36 18 3 0 5 5 0 2 0 105
New Jersey 52 0 0 160 22 1 12 4 50 0 26 0 327
New Mexico 35 0 0 13 1 0 1 14 6 0 2 30 102
New York 171 0 0 312 10 4 0 50 66 0 0 21 634
North Carolina 94 1 3 0 41 0 0 3 57 0 23 0 222
North Dakota 9 0 0 11 2 1 1 1 4 0 1 1 31
Ohio 86 0 0 82 16 2 0 6 75 0 2 0 269
Oklahoma 84 1 3 291 2 20 57 17 276 0 12 27 790
Oregon 88 0 0 134 11 21 1 7 18 0 17 14 311
Pennsylvania 92 0 0 126 8 3 23 9 30 0 22 0 313
Puerto Rico 1 0 0 4 0 0 0 0 2 0 0 2 9
Rhode Island 3 0 0 12 4 1 1 3 2 0 0 2 28
South Carolina 68 0 0 75 84 0 12 4 8 0 20 0 271
South Dakota 28 0 1 34 27 2 0 2 5 0 5 3 107
Tennessee 128 2 0 108 0 2 11 5 34 0 11 22 323
Texas 340 0 5 186 11 199 140 54 88 0 66 18 1,107
Utah 31 2 0 51 0 1 3 8 7 0 5 109
Vermont 0 0 0 2 1 0 0 0 5 0 1 7 16
Virginia 38 0 0 66 0 1 9 18 42 0 0 94 268
Washington 52 0 0 88 2 1 82 19 26 0 3 0 273
West Virginia 12 0 0 12 6 8 1 3 7 0 1 2 52
Wisconsin 143 0 22 11 133 8 0 9 85 0 36 0 447
Wyoming 10 0 0 10 0 2 4 1 0 0 2 0 29

1,015 0 596 13,346

1 Publicdisciplinaryactionsonthe Appraiser Registry are those State actions currently in effect that affectan appraiser’s ability to appraise: revocations,
suspensions or voluntary surrenders in lieu of discipline. No disciplinary actions have been reported by Guam, MarianaIslands or Virgin Islands.
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APPRAISAL MANAGEMENT COMPANY DISCIPLINARY
ACTIONS REPORTED BY STATES

January1, 2010 through December 31,2019

Warning,
Corrective Action,

Additional Monetary  Official Voluntary  andforDisciplinary

Education Downgrade  Limited Fine Reprimand Other Probation  Revocation Suspension ~ TPAction  Surrender Action Total
lowa 0 0 0 2 0 0 0 0 0 0 0 2 4
Kansas 0 0 0 0 0 0 0 1 0 0 0 0 1
Oregon 0 0 0 0 0 0 0 0 0 0 0 0 0
Pennsylvania 0 0 0 6 3 0 0 0 0 0 0 0 9
Virginia 0 0 0 1 0 0 0 0 0 0 0 0 1,
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APPENDIX F

APPRAISAL COMPLAINT NATIONAL HOTLINE

January-December 2019 Member Agency Referrals
Call Center Calls 306 FRS 0
Call Center Referrals occ 3
Email Referral 4 FDIC 1
Website Hits/Visits 3677 NCUA 0
Federal Agency Referrals 43 CFPB 37
State Agency Referrals 316 FTC
FHFA

Description Calendar Year 2019 Totals

Complainant

Appraiser 59

AMC

Bank, savings and loan, thrift, credit union, or other financial institution

Mortgage broker, lender, or loan originator 18

Settlement services provider 1

Other Totals 227
Consumer* 208
Real Estate Agent 19
Attorney 0
Insurance Agent 0
Federal Entity 0
Blank/Undefined 0

Complaint

USPAP 241

Appraisal Independence 75

Complaint Against

Appraiser 273

AMC 19

Bank, savings and loan, thrift, credit union, or other financial institution 4

Mortgage broker, lender, or loan originator 11

Settlement services provider

Other Totals 8
Property Type

1-4 Unit Residential 286
Commercial 20
No Property 10
Federal Loan Type

FHA 63
VA 27
USDA 9
None 218

*Consumer consists of the following self-identified categories: Property Owner, Homeowner, Buyer, Borrower, Seller and
Loan Applicant.
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APPENDIX G

AGENCY COMPLAINT DATA

January-December 2019

Description FDIC FRB NCUA o]de CFPB Total
Complainant

Appraiser 7 — 1 14 2 24
Appraisal Management Company — — — 1
Business Property Owner 3 1 — 1 — 5
Financial Institution Lender 45 — — — — 45
Individual Property Owner 78 3 2 41 1 125
Mortgage Broker 1 — — — — 1
Non-Financial Institution Lender — — — — 2 2
Other 11 1 = 1 5 18
Complaint Against

Appraiser 66 — 1 19 — 86
Appraisal Management Company 27 — — 2 2 31
Lender 53 5 1 36 6 101
Other — — — — 2 2
Complaint Type

Non-Compliance with USPAP 102 2 — 1 1 106
Appraisal Independence 9 — 1 — 5 15
Other 35 3 2 60 4 104
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REFERENCE MATERIALS

STATUTORY REFERENCES

APPENDIXH-STATUTORY REFERENCES

Unofficial Staff Version of Title XI of FIRREA Real Estate Appraisal Reform
[12 U.S.C. 3331-3356] as amended by the Dodd-Frank Act and the Economic
Growth, Regulatory Relief and Consumer Protection Act

§1101. Purpose [12U.5.C.3331]

The purpose of this title is to provide that Federal

financial and public policy interests in real estate related
transactions will be protected by requiring that real estate
appraisals utilized in connection with federally related
transactions are performed in writing, in accordance with
uniform standards, by individuals whose competency has
been demonstrated and whose professional conduct will be
subject to effective supervision.

§1102. Establishment of Appraisal Subcommittee of
the Federal Financial Institutions Examination Council
[12U.5.C.3310]

The Federal Financial Institutions Examination Council
Actof1978 (12 U.S.C. 3301 et seq.) isamended by adding at
the end thereof the following new section:

§1011. Establishment of Appraisal Subcommittee

There shall be within the Council a subcommittee to

be known as the Appraisal Subcommittee, which shall
consist of the designees of the heads of the Federal
financial institutions regulatory agencies, the Consumer
Financial Protection Bureau, and the Federal Housing
Finance Agency. Each such designee shall be a person
who has demonstrated knowledge and competence
concerning the appraisal profession. Atall times at least
one member of the Appraisal Subcommittee shall have
demonstrated knowledge and competence through
licensure, certification, or professional designation within
the appraisal profession.

§1103. Functions of Appraisal Subcommittee
[12U.5.C.3332]
(@) Ingeneral. The Appraisal Subcommittee shall—

(1) monitor the requirements established by States—

(2

(A) forthe certification and licensing of
individuals who are qualified to perform
appraisalsin connection with federally related
transactions, including a code of professional
responsibility; and

B

for the registration and supervision of the
operations and activities ofan appraisal
management company;

monitor the requirements established by the
Federal financial institutions regulatory agencies
[and the Resolution Trust Corporation] with respect
to—

(A) appraisal standards for federally related
transactions under theirjurisdiction, and

(B) determinations astowhich federally related
transactions under theirjurisdiction require
the services of a State certified appraiser and
which require the services of a State licensed
appraiser;

maintain a National Registry of State certified and
licensed appraisers who are eligible to perform
appraisalsin federally related transactions;

[Omitted] terminated effective May 15, 2000,
pursuant to § 3003 of Act Dec. 21,1995, P.L. 10-466,
which appears as 31 USCS § 1113 note (see also page
170 of House Document No. 103-7);

transmitan annual report to the Congress not later
than June 15 of each year that describes the manner
inwhich each function assigned to the Appraisal
Subcommittee hasbeen carried out during

the preceding year. The report shall also detail

the activities of the Appraisal Subcommittee,
including theresults of all audits of State appraiser
regulatory agencies, and provide an accounting

of disapproved actions and warnings taken in

the previousyear, including a description of the
conditions causing the disapproval and actions
taken toachieve compliance; and
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(6) maintainanationalregistry ofappraisal
management companies that either are registered
with and subject to supervision of a State appraiser
certifying and licensing agency or are operating
subsidiaries of a Federally regulated financial
institution.

(b) Monitoring and reviewing Foundation. The Appraisal
Subcommittee shall monitor and review the practices,
procedures, activities, and organizational structure of
the Appraisal Foundation.

§1104. Chairperson of Appraisal Subcommittee; term of

Chairperson; meetings [12U.S.C.3333]

(@) Chairperson. The Council shall select the Chairperson
ofthe subcommittee. The term of the Chairperson
shall be 2 years.

G5

Meetings; quorum;voting. The Appraisal Subcommittee
shall meetin public session after notice in the

Federal Register, but may close certain portions of

these meetingsrelated to personnel and review of
preliminary State audit reports at the call of the
Chairperson or a majority of its members when there is
business to be conducted. A majority of members of the
Appraisal Subcommittee shall constitute a quorum but
2 or more members may hold hearings. Decisions of the
Appraisal Subcommittee shall be made by the vote ofa
majority of its members. The subject matter discussed
inany closed or executive session shall be described in
the Federal Register notice of the meeting.

§1105. Officers and staff [12U.S.C. 3334]

The Chairperson of the Appraisal Subcommittee shall
appoint such officers and staffas may be necessary to
carry out the functions of this title consistent with the
appointment and compensation practices of the Council.
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§1106. Powers of Appraisal Subcommittee
[12U.5.C.3335]

The Appraisal Subcommittee may, for the purpose of
carryingout this title, establish advisory committees,

hold hearings, prescribe regulationsin accordance with
chapter 5 oftitle 5, United States Code (commonly referred
toasthe Administrative Procedures Act) after notice and
opportunity for comment, sitand act at times and places,
take testimony, receive evidence, provide information,
and perform research, as the Appraisal Subcommittee
considers appropriate. Any regulations prescribed by

the Appraisal Subcommittee shall (unless otherwise
provided in thistitle) be limited to the following functions:
temporary practice, national registry, information sharing,
and enforcement. For purposes of prescribing regulations,
the Appraisal Subcommittee shall establish an advisory
committee of industry participants, including appraisers,
lenders, consumer advocates, real estate agents, and
government agencies, and hold meetings as necessary to
support the development of regulations.

§1107. Procedures for establishing appraisal standards
and requiring the use of certified and licensed
[12U.S.C.3336]

Appraisal standards and requirements for using State
certified and licensed appraisersin federally related
transactions pursuant to this title shall be prescribed in
accordance with procedures set forth in section 553 of title
5, United States Code, including the publication of notice
and receipt of written comments or the holding of public
hearings with respect to any standards or requirements
proposed to be established.

appraisers

§1108. Startup funding [12U.5.C. 3337]

(@) Ingeneral. For purposes of thistitle, the Secretary of
the Treasury shall pay to the Appraisal Subcommittee
aone-time payment of $ 5,000,000 on the date of
the enactment of this Act [enacted Aug. 9,1989].
Thereafter, expenses of the subcommittee shall be
funded through the collection of registry fees from
certain certified and licensed appraisers pursuant to
section 1109 [12 USCS § 3338] or, if required, pursuant to
section 1122(b) of this title [12 USCS § 3351(b)].

(b) Additional funds. Except as provided in section 1122(c)
of thistitle [12 USCS § 3351(b)], funds in addition to the
funds provided under subsection (a) may be made
available to the Appraisal Subcommittee only if
authorized and appropriated by law.




(c) Repayment of Treasury loan. Not later than September
30,1998, the Appraisal Subcommittee shall repay to
the Secretary of the Treasury the unpaid portion of
the $5,000,000 paid to the Appraisal Subcommittee
pursuant to this section.

§1109. Roster of State certified or licensed appraisers;
[12U.5.C.3338]
(@) Ingeneral. Each Statewith an appraiser certifyingand

licensing agency whose certifications and licenses
comply with thistitle, shall—

authority to collect and transmit fees

(1) transmitto the Appraisal Subcommittee, no less
thanannually, arosterlisting individuals who
have received a State certification or license in
accordance with this title;

(2) transmitreportson theissuance and renewal of
licenses and certifications, sanctions, disciplinary
actions, license and certification revocations, and
license and certification suspensions on a timely
basis to the national registry of the Appraisal
Subcommittee;

(3) transmitreportsonatimely basis of supervisory
activities involving appraisal management
companies or other third-party providers of
appraisalsand appraisal management services,
including investigationsinitiated and disciplinary
actions taken;and

(4) collect—

(A) from such individuals who perform or seek
to perform appraisals in federally related
transactions, an annual registry fee of not
more than $40, such fees to be transmitted by
the State agencies to the Council on an annual
basis; and

=

from an appraisal management company that
either hasregistered with a State appraiser
certifyingand licensing agency in accordance
with thistitle or operatesasa subsidiary ofa
federally regulated financial institution, an
annual registry fee of—

(i) inthecaseofsuchacompany that
hasbeenin existence for morethana
year, $25 multiplied by the number of
appraisers working for or contracting with
such company in such State during the
previous year, but where such $25 amount
may be adjusted, up toa maximum of
$50, at the discretion of the Appraisal
Subcommittee, if necessary to carry out
the Subcommittee’s functions under this
title; and
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(ii) inthe case of suchacompany thathas
notbeen in existence for more thana
year, $25 multiplied by an appropriate
number to be determined by the Appraisal
Subcommittee, and where such number
will be used for determining the fee ofall
such companies that were not in existence
for more than a year, but where such $25
amount may be adjusted, up toa maximum
of $50, at the discretion of the Appraisal
Subcommittee, if necessary to carry out the
Subcommittee’s functions under this title.

Subject to the approval of the Council, the Appraisal
Subcommittee may adjust the dollar amount of registry
feesunder paragraph (4)(A), up to a maximum of $80 per
annum, asnecessary to carry out its functions under
thistitle. The Appraisal Subcommittee shall consider
atleast once every 5years whether to adjust the dollar
amount of the registry fees to account for inflation. In
implementing any change in registry fees, the Appraisal
Subcommittee shall provide flexibility to the States for
multi-year certifications and licenses already in place, as
well asa transition period to implement the changesin
registry fees.

Inestablishing the amount of the annual registry fee
for an appraisal management company, the Appraisal
Subcommittee shall have the discretion to impose
aminimum annualregistry fee for an appraisal
management company to protect against the under
reporting of the number of appraisers working for or
contracted by the appraisal management company.

(b) Useofamounts appropriated or collected. Amounts
appropriated for or collected by the Appraisal
Subcommittee under this section shall be used—

(1) tomaintainaregistryofindividuals who are
qualified and eligible to perform appraisalsin
connection with federally related transactions;

(2) tosupportitsactivities under this title;

(3) toreimburse the general fund of the Treasury for
amounts appropriated to and expended by the
Appraisal Subcommittee during the 24-month
startup period following the date of the enactment
of thistitle [enacted Aug. 9,1989];

(4) tomake grantsinsuchamountsasitdeems
appropriate to the Appraisal Foundation, to help
defray those costs of the foundation relating to the
activities of its Appraisal Standards and Appraiser
Qualification Boards;
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(5) tomake grantsto State appraiser certifyingand §1112. Functions of Federal financial institutions

licensing agencies, in accordance with policies to regulatory agencies relating to appraiser qualifications

be developed by the Appraisal Subcommittee, to
support the efforts of such agencies to comply with

[12U.5.C.3341]

this title, including— (@) Ingeneral. Each Federal financial ir}stitutions
regulatory agency and the Resolution Trust
(A) the complaint process, complaint Corporation shall prescribe, in accordance with
investigations, and appraiser enforcement sections 1113 and 1114 of this title [12 USCS §§ 3342, 3343],
activities of such agencies; and which categories of federally related transactions
(B) the submission of data on State licensed and should be appraised by a State certified appraiser and
certified appraisers and appraisal management which by a State licensed appraiser under this title.
companies to the National appraisal registry, (b) Threshold level. Each Federal financial institutions
md@“g informa‘tion affirmingthatthe regulatory agency and the Resolution Trust
appraiser or appraisal management company Corporation may establish a threshold level at or
meets the required qualification criteria and below which a certified or licensed appraiser is
formaland informal disciplinary actions; and not required to perform appraisals in connection
(6) toreporttoall State appraiser certifyingand with federally related transactions, if such agency
licensing agencies when alicense or certification is determines in writing that such threshold level does
surrendered, revoked, or suspended. notrepresent a threat to the safety and soundness
of financial institutions and receives concurrence
. § o from the Consumer Financial Protection Bureau that
§1110. Functions of Federal financial institutions . .
such threshold level provides reasonable protection
regulatory agencies relating to appraisal standards for consumers who purchase 1-4 unit single family
[12U.5.C.3339] residences.
Each Federal financial institutions regulatory agency (c) GAOstudy ofappraisals in connection with real estate

and the Resolution Trust Corporation shall prescribe
appropriate standards for the performance of real
estate appraisalsin connection with federally related
transactionsunder the jurisdiction of each such agency
orinstrumentality. These rules shall require, ata
minimum—

(1) thatrealestate appraisals be performedin
accordance with generally accepted appraisal
standards as evidenced by the appraisal standards
promulgated by the Appraisal Standards Board of
the Appraisal Foundation;

(2) thatsuchappraisalsshall be written appraisals.
Each suchagency or instrumentality may require
compliance with additional standardsifit makes
adetermination in writing that such additional
standards are required in order to properly carry
out its statutory responsibilities; and

(3) thatsuchappraisals shall be subject to appropriate
review for compliance with the Uniform Standards
of Professional Appraisal Practice.

§1111. Time for proposal and adoption of standards
[12 U.S.C.3340]

Appraisal standards established under this title shall be
proposed not later than 6 months and shall be adopted in
final form and become effective not later than 12 months
after the date of the enactment of this Act [enacted

Aug. 9,1989].
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related financial transactions below the threshold level.

(1) GAOstudies. The Comptroller General of the United
States may conduct, under such conditions as the
Comptroller General determines appropriate,
studies on the adequacy and quality of appraisals
or evaluations conducted in connection with real
estate related financial transactions below the
threshold level established under subsection (b),
takinginto account—

(A) the costto any financial institution involved in
any such transaction;

(B) the possibility oflosses to the Deposit
Insurance Fund or the National Credit Union
Share Insurance Fund;

(C) thecosttoany customer involved in any such
transaction; and

(D) the effect onlow-income housing.




(2) Reportsto Congress and the appropriate Federal
financial institutions regulatory agencies. Upon
completing each of the studies referred toin
paragraph (1), the Comptroller General shall submit
areporton the Comptroller General’s findings
and conclusions with respect to such study to
the Federal financial institutions regulatory
agencies, the Committee on Banking, Finance and
Urban Affairs of the House of Representatives,
and the Committee on Banking, Housing, and
Urban Affairs of the Senate, together with such
recommendations for legislative or administrative
action as the Comptroller General determinesto be
appropriate.

§1113. Transactions requiring the services of a State

certified appraiser [12U.S.C. 3342]

Indetermining whether an appraisal in connection with
afederally related transaction shall be performed by a
State certified appraiser, an agency or instrumentality
under this title shall consider whether transactions, either
individually or collectively, are of sufficient financial

or public policy importance to the United States thatan
individual who performs an appraisal in connection with
such transactions should be a State certified appraiser,
except that—

(a) aState certified appraiser shall be required for all
federally related transactions having a value of
$1,000,000 or more; and

(b) 1-to-4unit, single family residential appraisals may be
performed by State licensed appraisers unless the size
and complexity requires a State certified appraiser,
where a complex 1-to-4 unit single family residential
appraisal means an appraisal for which the property
tobe appraised, the form of ownership, the property
characteristics, or the market conditions are atypical.

§1114. Transactions requiring the services of a State
[12U.S.C. 3343]
All federally related transactions not requiring the services

of a State certified appraiser shall be performed by eithera
State certified or licensed appraiser.

licensed appraiser

§1115. Time for proposal and adoption of
[12U.5.C.3344]

Asappropriate, rulesissued under sections 1113 and 1114
[12 USCS §§ 3342 and 3343] shall be proposed not later than 6
months and shall be effective upon adoption in final form
notlater than 12 months after the date of the enactment of
this Act [enacted Aug. 9,1989].

rules
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§1116. Certification and licensing requirements
[12U.5.C.3345]

(@) Ingeneral. For purposes of thistitle, the term “State
certified real estate appraiser” means any individual
who has satisfied the requirements for State
certification in a State or territory whose criteria
for certification asareal estate appraiser currently
meets the minimum criteria for certification issued
by the Appraiser Qualification Board of the Appraisal
Foundation.

Cx

Restriction. Noindividual shall be a State certified

real estate appraiser under this section unless such
individual has achieved a passing grade upon a suitable
examination administered by a State or territory
thatis consistent with and equivalent to the Uniform
State Certification Examination issued or endorsed

by the Appraiser Qualification Board of the Appraisal
Foundation.

(c) “Statelicensed appraiser” defined. Asused in this
section, the term “State licensed appraiser” meansan
individual who has satisfied the requirements for State
licensingin a State or territory whose criteria for the
licensing of areal estate appraiser currently meet or
exceed the minimum criteria issued by the Appraisal
Qualifications Board of The Appraisal Foundation for
thelicensing of real estate appraisers.

(d) Additional qualification criteria. Nothing in this title
shall be construed to prevent any Federal agency or
instrumentality under this title from establishing such
additional qualification criteria as may be necessary or
appropriate to carry out the statutory responsibilities
of such department, agency, or instrumentality.

(e) Minimum Qualification Requirements. Any requirements
established forindividuals in the position of ‘Trainee
Appraiser’and ‘Supervisory Appraiser’ shall meet or
exceed the minimum qualification requirements of
the Appraiser Qualifications Board of The Appraisal
Foundation. The Appraisal Subcommittee shall have
the authority to enforce these requirements.

§1117. Establishment of State appraiser certifying and
[12U.S.C. 3346]

To assure the availability of State certified and licensed
appraisers for the performance in a State of appraisals
infederally related transactions and to assure effective
supervision of the activities of certified and licensed
appraisers, a State may establish a State appraiser
certifying andlicensing agency. The duties of such agency
may additionally include the registration and supervision
of appraisal management companies and the addition of
information about the appraisal management company to
the national registry.

licensing agencies
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§1118. Monitoring of State appraiser certifying and
licensing agencies [12U.5.C.3347]

(@) Ingeneral. The Appraisal Subcommittee shall monitor
each State appraiser certifying and licensing agency
for the purposes of determining whether such
agency—

(1) haspolicies, practices, funding, staffing, and
procedures that are consistent with this title;

(2) processescomplaintsand completesinvestigations
inareasonable time period;

(3) appropriately disciplines sanctioned appraisers
and appraisal management companies;

(4) maintainsan effective regulatory program;and

(5) reportscomplaintsand disciplinary actions
onatimely basis to the national registries on
appraisers and appraisal management companies
maintained by the Appraisal Subcommittee.

The Appraisal Subcommittee shall have the authority
toremove a State licensed or certified appraiserora
registered appraisal management company froma
nationalregistry on aninterim basis, not to exceed 90 days,
pending State agency action on licensing, certification,
registration, and disciplinary proceedings. The Appraisal
Subcommittee and all agencies, instrumentalities, and
Federally recognized entities under this title shall not
recognize appraiser certifications and licenses from States
whose appraisal policies, practices, funding, staffing, or
procedures are found to be inconsistent with this title.

The Appraisal Subcommittee shall have the authority to
impose sanctions, as described in this section, against

a State agency that fails to have an effective appraiser
regulatory program. In determining whether sucha
program s effective, the Appraisal Subcommittee shall
include an analysis of the licensing and certification of
appraisers, the registration of appraisal management
companies, theissuance of temporarylicenses and
certifications for appraisers, the receiving and tracking

of submitted complaints against appraisers and appraisal
management companies, the investigation of complaints,
and enforcement actions against appraisers and appraisal
management companies. The Appraisal Subcommittee
shall have the authority to impose interim actions and
suspensionsagainsta State agency as an alternative to, or
inadvance of the derecognition of a State agency.

APPRAISAL SUBCOMMITTEE — ANNUAL REPORT 2019

APPENDIXH-STATUTORY REFERENCES

(b) Disapproval by Appraisal Subcommittee. The Federal
financial institutions regulatory agencies, the Federal
National Mortgage Association, the Federal Home
Loan Mortgage Corporation, and the Resolution Trust
Corporation shall accept certifications and licenses
awarded by a State appraiser certifying the licensing
agency unless the Appraisal Subcommitteeissuesa
written finding that—

(1) the State agency fails to recognize and enforce
the standards, requirements, and procedures
prescribed pursuant to this title;

(2) theStateagencyisnotgranted authority or
sufficient funding by the State which is adequate to
permit the agency to carry out its functions under
thistitle; or

(3) decisions concerningappraisal standards,
appraiser qualifications and supervision of
appraiser practices are not made ina manner that
carries out the purposes of this title.

(c) Rejection of State certifications and licenses.

(1) Opportunity to be heard or correct conditions.
Beforerefusing to recognize a State’s appraiser
certifications or licenses, the Appraisal
Subcommittee shall provide that State’s certifying
and licensing agency a written notice of its
intention not to recognize the State’s certified
orlicensed appraisers and ample opportunity
to provide rebuttal information or to correct the
conditions causing the refusal.

(2) Adoption of procedures. The Appraisal
Subcommittee shall adopt written procedures for
takingactions described in this section.

(3) Judicial review. A decision of the subcommittee
under this section shall be subject tojudicial
review.

§1119. Recognition of State certified and licensed
appraisers for purposes of this title [12U.5.C. 3348]
(a) Effective date for use of certified or licensed appraisers only.
(1) Ingeneral. Notlater than December 31,1992, all
appraisals performed in connection with federally
related transactions shall be performed only by

individuals certified or licensed in accordance with
the requirements of this title.
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(c)

(2) Extension of effective date. Subject to the approval
of the Council, the Appraisal Subcommittee may
extend, until December 31,1991, the effective date
for the use of certified or licensed appraisers if
itmakesawritten finding that a State has made
substantial progress in establishing a State
certification and licensing system that appears to
conform to the provisions of this title.

Temporary waiver of appraiser certification or licensing
requirements for State having scarcity of qualified
appraisers. Subject to the approval of the Council, the
Appraisal Subcommittee may waive any requirement
relating to certification or licensing of a person to
perform appraisals under this title if the Appraisal
Subcommittee or a State agency whose certifications
and licenses are in compliance with this title, makes
awritten determination that there is a scarcity of
certified orlicensed appraisers to perform appraisals
in connection with federally related transactionsina
State, orin any geographical political subdivision of a
State, leading to significant delays in the performance
of such appraisals. The waiver terminates when

the Appraisal Subcommittee determines that such
significant delays have been eliminated.

Reports to State certifying and licensing agencies. The
Appraisal Subcommittee, any other Federal agency
orinstrumentality, or any federally recognized entity
shall report any action of a State certified or licensed
appraiser thatis contrary to the purposes of this

title to the appropriate State agency for a disposition
of the subject of the referral. The State agency shall
provide the Appraisal Subcommittee or the other
Federal agency or instrumentality with a report on

its disposition of the matter referred. Subsequent to
such disposition, the subcommittee or the agency
orinstrumentality may take such furtheraction,
pursuant to written procedures, it deems necessary to
carry out the purposes of this title.

§1120. Violations in obtaining and performing

appraisals in federally related transactions

(a)

[12U.5.C.3349]

Violations. Except as authorized by the Appraisal
Subcommittee in exercising its waiver authority
pursuant to section 1119(b) [12 USCS § 3348(b)], it shall be
aviolation of this section—

(1) forafinancialinstitution to seek, obtain, or give
money or any other thing of value in exchange for
the performance of an appraisal by a person who
the institution knows is not a State certified or
licensed appraiser in connection with a federally
related transaction; and

(2) fortheFederal National Mortgage Association,
the Federal Home Loan Mortgage Corporation, or
the Resolution Trust Corporation to knowingly
contract for the performance of any appraisal by
apersonwhoisnota State certified or licensed
appraiser in connection with a real estate related
financial transaction defined in section 1121(5)
[12 USCS § 3350(5)] to which such association or
corporationisaparty.

(b) Penalties. A financial institution that violates

§1121. Definitions

subsection (a)(1) shall be subject to civil penalties under
section 8(i)(2) of the Federal Deposit Insurance Act or
section 206(k)(2) of the Federal Credit Union Act [12
USCS §1818(i)(2) or 1786(k)(2)], as appropriate.

Proceeding. A proceeding with respect to a violation
ofthis section shall be an administrative proceeding
which may be conducted by a Federal financial
institutions regulatory agency in accordance with the
procedures set forth in subchapter II of chapter 5 of title
5, United States Code [5 USCS §§ 551 et seq.].

[12U.S.C.3350]

For purposes of this title:

(1)

(2

(3)

(4)

State appraiser certifying and licensing agency. The term
“State appraiser certifying and licensing agency”
means a State agency established in compliance with
this title.

Appraisal Subcommittee; subcommittee. The terms
“Appraisal Subcommittee” and “subcommittee” mean
the Appraisal Subcommittee of the Federal Financial
Institutions Examination Council.

Council. The term “Council” means the Federal
Financial Institutions Examination Council.

Federally related transaction. The term “federally related
transaction” meansany real estate-related financial
transaction which—

(A) aFederal financial institutions regulatory agency
or the Resolution Trust Corporation engages in,
contracts for, or regulates; and

(B) requiresthe servicesofan appraiser.

Real estate related financial transaction. The term “real
estate-related financial transaction” meansany
transaction involving—

(A) thesale,lease, purchase, investment in or

exchange of real property, including interests in
property, or the financing thereof;

(B) therefinancing of real property or interests in real
property; and
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(C) theuseofreal property orinterestsin property
as security foraloan or investment, including
mortgage-backed securities.

=

Federal financial institutions regulatory agencies. The
term “Federal financial institutions regulatory
agencies” means the Board of Governors of the Federal
Reserve System, the Federal Deposit Insurance
Corporation, the Office of the Comptroller of the
Currency, the Office of Thrift Supervision, and the
National Credit Union Administration.

(7) Financial institution. The term “financial institution”
meansan insured depository institution as defined
in section 3 of the Federal Deposit Insurance Act
[12 USCS §1813] or an insured credit union as defined
in section 101 of the Federal Credit Union Act
[12USCS §1752].

(8

Chairperson. The term “Chairperson” means the
Chairperson of the Appraisal Subcommittee selected
by the Council.

©

Foundation. The terms “Appraisal Foundation” and
“Foundation” means [mean] the Appraisal Foundation
established on November 30,1987, as a not for profit
corporation under the laws ofIllinois.

(10) Written appraisal. The term “written appraisal”
means a written statement used in connection with
afederallyrelated transaction thatis independently
and impartially prepared by alicensed or certified
appraiser setting forth an opinion of defined value of
anadequately described property as of a specific date,
supported by presentation and analysis of relevant
market information.

(11) Appraisal Management Company. The term ‘appraisal
management company’ means, in connection with
valuing properties collateralizing mortgage loans
or mortgages incorporated into a securitization, any
external third party authorized either by a creditor of a
consumer credit transaction secured by a consumer’s
principal dwelling or by an underwriter of or other
principal in the secondary mortgage markets, that
oversees a network or panel of more than 15 certified or
licensed appraisersin a State or 25 or more nationally
within a given year—

(A) torecruit, select, and retain appraisers;

(B) tocontractwith licensed and certified appraisers
to perform appraisal assignments;
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§1122. Miscellaneous provisions

(a)
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(C) tomanage the processofhavinganappraisal
performed, including providing administrative
duties such asreceiving appraisal ordersand
appraisal reports, submitting completed appraisal
reports to creditors and underwriters, collecting
fees from creditors and underwriters for services
provided, and reimbursing appraisers for services
performed; or

(D) toreview and verify the work of appraisers.

[12U.5.C. 3351]
Temporary practice.

(1) Ingeneral. A State appraiser certifying or licensing
agency shallrecognize on a temporary basis the
certification or license of an appraiser issued by
another Stateif—

(A) the property to be appraised is partofa
federally related transaction,

(B) theappraiser'sbusinessisofatemporary
nature, and

(C) theappraiserregisterswith the appraiser
certifying orlicensing agency in the State of
temporary practice.

(2) Fees for temporary practice. A State appraiser
certifying orlicensing agency shall notimpose
excessive fees or burdensome requirements, as
determined by the Appraisal Subcommittee, for
temporary practice under this subsection.

Reciprocity. Notwithstanding any other provisions of
thistitle, a federally related transaction shall not be
appraised by a certified or licensed appraiser unless
the State appraiser certifying or licensing agency of the
State certifying or licensing such appraiser hasin place
apolicy ofissuing a reciprocal certification or license
foranindividual from another State when—

(1) theappraiserlicensingand certification program
of such other State is in compliance with the
provisions of this title; and

(2

the appraiser holds a valid certification from a State
whose requirements for certification or licensing
meet or exceed the licensure standards established
by the State where an individual seeks appraisal
licensure.

Supplemental funding. Funds available to the Federal
financial institutions regulatory agencies may be
made available to the Federal Financial Institutions
Examination Council to support the Council’s
functions under thistitle.
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(d) Prohibition against discrimination. Criteria established

by the Federal financial institutions regulatory
agencies, the Federal National Mortgage Association,
the Federal Home Loan Mortgage Corporation,

and the Resolution Trust Corporation for appraiser
qualificationsin addition to State certification or
licensing may include education achieved, experience,
sample appraisals, and references from prior clients.
Membership in a nationally recognized professional
appraisal organization may be a criteria considered,
thoughlack of membership therein shall not be the
sole bar against consideration for an assignment under
these criteria.

Other requirements. A corporation, partnership, or
other business entity may provide appraisal services
in connection with federally related transactions if
such appraisalis prepared by individuals certified
orlicensed in accordance with the requirements of
thistitle. Anindividual who is not a State certified or
licensed appraiser may assistin the preparation ofan
appraisal if—
(1) theassistantisunderthedirect supervision ofa
licensed or certified individual; and

(2) thefinalappraisal documentisapproved and
signed by an individual who is certified or licensed.

Studies.
(1) Study.The Appraisal Subcommittee shall—

(A) conducta study to determine whether real
estate salesand financing information and
datathatisavailable toreal estate appraisers
in the Statesis sufficient to permit appraisers
to properly estimate the values of properties in
connection with federally related transactions;
and

(B

study the feasibility and desirability of
extending the provisions of this title to the
function of personal property appraising and
to personal property appraisers in connection
with Federal financial and public policy
interests.

Report. The Appraisal Subcommittee shall— (A)
reportits findings to the Congress with respect

to the study described in paragraph (1)(A) no later
than12 monthsafter the date of the enactment
ofthistitle [enacted Aug. 9,1989], and (B) report

its findings with respect to the study described

in paragraph (1) (B) to Congress not later than 18
months after the date of the enactment of this title
[enacted Aug. 9,1989].

(g) Appraiser Independence Monitoring. The Appraisal

Subcommittee shall monitor each State appraiser
certifying and licensing agency for the purpose of
determining whether such agency’s policies, practices,
and procedures are consistent with the purposes of
maintaining appraiser independence and whether
such State has adopted and maintains effective

laws, regulations, and policies aimed at maintaining
appraiser independence.

Approved Education. The Appraisal Subcommittee shall
encourage the States to accept courses approved by

the Appraiser Qualification Board's Course Approval
Program.

Appraisal Complaint National Hotline. If, 6 months

after the date of the enactment of this subsection, the
Appraisal Subcommittee determines that no national
hotline exists to receive complaints of non-compliance
with appraisal independence standards and Uniform
Standards of Professional Appraisal Practice, including
complaints from appraisers, individuals, or other
entities concerning the improper influencing or
attempted improper influencing of appraisers or the
appraisal process, the Appraisal Subcommittee shall
establish and operate such a national hotline, which
shallinclude a toll-free telephone number and an
email address. Ifthe Appraisal Subcommittee operates
such anationalhotline, the Appraisal Subcommittee
shall refer complaints for further action to appropriate
governmental bodies, including a State appraiser
certifying and licensing agency, a financial institution
regulator, or other appropriate legal authorities. For
complaints referred to State appraiser certifying

and licensing agencies or to Federal regulators, the
Appraisal Subcommittee shall have the authority

to follow up such complaint referrals in order to
determine the status of the resolution of the complaint.

§1123. Emergency exceptions for disaster areas

[12U.S.C.3352]

(@) Ingeneral. Each Federal financial institutions

regulatory agency may, by regulation or order, make
exceptions to this title, and to standards prescribed
pursuant to this title, for transactions involving
institutions for which the agency is the primary
Federal regulator with respect to real property located
within a disaster areaifthe agency—

(1) makesthe exception not later than 30 months
after the date on which the President determines,
pursuant to section 401 of the Robert T. Stafford
Disaster Reliefand Emergency Assistance Act
[42 USCS § 5170), that a major disaster existsin the
area;and
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(2) determinesthatthe exception—

(A) would facilitate recovery from the major
disaster;and

(B) isconsistent with safety and soundness.

(b) 3-yearlimit on exceptions. Any exception made under
this section shall expire not later than 3 years after the
date of the determination referred to in subsection (a)

(1.

(c) Publicationrequired. Any Federal financial institutions
regulatory agency shall publish in the Federal Register a
statement that—

(1) describesany exception made under this section;
and

(2) explains how the exception—

(A) would facilitate recovery from the major
disaster; and

(B) isconsistent with safety and soundness.

(d) “Disasterarea” defined. For purposes of this section,
the term “disaster area” means an area in which the
President, pursuant to section 401 of the Robert T.
Stafford Disaster Reliefand Emergency Assistance Act
[42 USCS § 5170], has determined that a major disaster
exists.

§1124. Appraisal Management Company
[12U.5.C.3353]

(@) Ingeneral. The Board of Governors of the Federal
Reserve System, the Comptroller of the Currency, the
Federal Deposit Insurance Corporation, the National
Credit Union Administration Board, the Federal
Housing Finance Agency, and the Consumer Financial
Protection Bureau shalljointly, by rule, establish
minimum requirements to be applied by a State in the
registration of appraisal management companies.
Suchrequirements shallinclude arequirement that
such companies—

Minimum Requirements

(1) register with and be subject to supervision by a
State appraiser certifyingand licensing agency in
each State in which such company operates;

(2) verifythatonlylicensed or certified appraisers are
used for federally related transactions;

(3) require thatappraisals coordinated by an appraisal
management company comply with the Uniform
Standards of Professional Appraisal Practice; and

(4) requirethatappraisalsare conducted
independently and free from inappropriate
influence and coercion pursuant to the appraisal
independence standards established under section
129E of the Truth in Lending Act.
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Relation to State Law. Nothing in this section shall
be construed to prevent States from establishing
requirementsinaddition to any rules promulgated
under subsection (a).

Federally Regulated Financial Institutions. The
requirements of subsection (a) shall apply to an
appraisal management company thatisa subsidiary
owned and controlled by a financial institution and
regulated by a Federal financial institution regulatory
agency. An appraisal management company that
isasubsidiary owned and controlled by a financial
institution regulated by a Federal financial institution
regulatory agency shall not be required to register with
a State.

Registration Limitations. An appraisal management
company shall not be registered by a State or included
onthe national registry if such company, in whole
orin part, directly or indirectly, is owned by any
personwho has had an appraiser license or certificate
refused, denied, cancelled, surrendered in lieu of
revocation, or revoked in any State. Additionally,
each person that owns more than 10 percent of an
appraisal management company shall be of good
moral character, as determined by the State appraiser
certifying and licensing agency, and shall submit to
abackground investigation carried out by the State
appraiser certifying and licensing agency.

Reporting. The Board of Governors of the Federal
Reserve System, the Comptroller of the Currency,
the Federal Deposit Insurance Corporation, the
National Credit Union Administration Board, the
Federal Housing Finance Agency, and the Consumer
Financial Protection Bureau shall jointly promulgate
regulations for the reporting of the activities of
appraisal management companies to the Appraisal
Subcommittee in determining the payment of the
annualregistry fee.

Effective Date.

(1) Ingeneral. Noappraisal management company
may perform services related to a federally related
transactionina State after the date thatis 36
monthsafter the date on which the regulations
required to be prescribed under subsection (a) are
prescribed in final form unless such companyis
registered with such State or subject to oversight by
aFederalfinancial institutions regulatory agency.
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(2) Extension of Effective Date. Subject to the approval
of the Council, the Appraisal Subcommittee
may extend by an additional 12 months the
requirements for the registration and supervision
of appraisal management companies if it
makes awritten finding thata State has made
substantial progressin establishing a State
appraisal management company registration and
supervision system that appears to conform with
the provisions of this title.

§1125. Automated Valuation Models Used to Estimate
Collateral Value for Mortgage Lending Purposes.

(a)

(b)

[12U.5.C.3354]

Ingeneral. Automated valuation models shall adhere to
quality control standards designed to—

(1) ensureahighlevel of confidencein the estimates
produced by automated valuation models;

(2)
(3)
(4)
(5)

protectagainst the manipulation of data;
seek to avoid conflicts of interest;
require random sample testing and reviews; and

account for any other such factor that the agencies
listed in subsection (b) determine to be appropriate.

Adoption of Regulations. The Board, the Comptroller
ofthe Currency, the Federal Deposit Insurance
Corporation, the National Credit Union
Administration Board, the Federal Housing Finance
Agency, and the Consumer Financial Protection
Bureau, in consultation with the staff of the Appraisal
Subcommittee and the Appraisal Standards Board

of the Appraisal Foundation, shall promulgate
regulations to implement the quality control standards
required under this section.

Enforcement. Compliance with regulations issued
under this subsection shall be enforced by—

(1) withrespecttoafinancialinstitution, or subsidiary
owned and controlled by a financial institution
andregulated by a Federal financial institution
regulatory agency, the Federal financial institution
regulatory agency thatacts as the primary
Federal supervisor of such financial institution or
subsidiary;and

(2) withrespectto other participantsinthe market for
appraisals of 1-to-4 unit single family residential
real estate, the Federal Trade Commission, the
Consumer Financial Protection Bureau, and a State
attorney general.

(d) Automated Valuation Model Defined. For purposes of this

§1126. Broker Price Opinions

section, the term ‘automated valuation model’ means
any computerized model used by mortgage originators
and secondary marketissuers to determine the
collateral worth of a mortgage secured by a consumer’s
principal dwelling.

[12U.S.C. 3355]

(@) General Prohibition. In conjunction with the purchase of

aconsumer's principal dwelling, broker price opinions
may not be used as the primary basis to determine the
value of a piece of property for the purpose of aloan
origination of a residential mortgage loan secured by
such piece of property.

Broker Price Opinion Defined. For purposes of this
section, the term ‘broker price opinion’ meansan
estimate prepared by a real estate broker, agent, or
sales person that details the probable selling price of a
particular piece of real estate property and provides a
varying level of detail about the property's condition,
market, and neighborhood, and information on
comparable sales, but does not include an automated
valuation model, as defined in section 1125(c).

§1127. Exemption From Appraisals of Real Estate

Located in Rural Areas

[12U.5.C.3356]

(a) Definitions. Inthis section—

(1) theterm ‘mortgage originator’ hasthe meaning
given the termin section 103 of the Truthin
Lending Act (15U.S.C.1602); and

the term ‘transaction value' means the amount of
aloan or extension of credit, including aloan or
extension of credit thatis part of a pool ofloans or
extensions of credit.

(2)

(b) Appraisal Not Required. Except as provided in

subsection (d), notwithstanding any other provision of

law, an appraisalin connection with a federally related

transaction involving real property or an interest in
real property is not required if—

(1) thereal property orinterestinreal property is
locatedinarural area, as described in section
1026.35(b) (2)(iv)(A) of title 12, Code of Federal
Regulations;
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(2) notlaterthan 3daysafterthe date on which the
Closing Disclosure Form, made in accordance with
the final rule of the Consumer Financial Protection
Bureau entitled ‘Integrated Mortgage Disclosures
Under the Real Estate Settlement Procedures
Act (Regulation X) and the Truth in Lending Act
(Regulation Z)' (78 Fed. Reg. 79730 (December 31,
2013)), relating to the federally related transaction
is given to the consumer, the mortgage originator
oritsagent, directly or indirectly—

(A) has contacted not fewer than 3 State certified
appraisers or State licensed appraisers, as
applicable, on the mortgage originator's
approved appraiser list in the marketarea in
accordance with part 226 of title 12, Code of
Federal Regulations; and

hasdocumented that no State certified
appraiser or State licensed appraiser, as
applicable, was available within 5 business
daysbeyond customary and reasonable fee and
timeliness standards for comparable appraisal
assignments, as documented by the mortgage
originator orits agent;

(B

(3) thetransactionvalueislessthan$400,000;and

(4) themortgage originator is subject to oversight by a
Federal financial institutions regulatory agency.

(c) Sale, Assignment,or Transfer. A mortgage originator that
makesaloanwithoutan appraisal under the terms
of subsection (b) shall not sell, assign, or otherwise
transfer legal title to the loan unless—

(1) theloanissold,assigned, or otherwise transferred
toanother person by reason of the bankruptcy or
failure of the mortgage originator;

(2) theloanissold,assigned, or otherwise transferred
toanother person regulated by a Federal financial
institutions regulatory agency, so long as theloan
isretained in portfolio by the person;

(3) thesale,assignment, or transfer is pursuant
toamerger of the mortgage originator with
another person or the acquisition of the mortgage
originator by another person or of another person
by the mortgage originator; or

(4) thesale,loan, or transfer is to a wholly owned
subsidiary of the mortgage originator, provided
that, after the sale, assignment, or transfer, the
loanis considered to be an asset of the mortgage
originator for regulatory accounting purposes.
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(d) Exception. Subsection (b) shall not apply if—

(1) aFederalfinancial institutions regulatory agency
requires an appraisal under section 225.63(c),
323.3(c), 34.43(c), or 722.3(e) of title 12, Code of
Federal Regulations; or

(2

theloanisahigh-cost mortgage, as defined in
section103 of the Truth in Lending Act (15 U.S.C.
1602).

Anti-Evasion. Each Federal financial institutions
regulatory agency shall ensure that any mortgage
originator that the Federal financial institutions
regulatory agency oversees that makes a significant
amount ofloans under subsection (b) is complying
with the requirements of subsection (b)(2) with respect
toeachloan.

(e

Department of Housing and Urban
Development Reform Act 0f 1989

§142 FHA Operations [12U.S.C.§1708(g)]
(a) Appraisalstandards.

(1) The Secretary shall prescribe standards for the
appraisal of all property to be insured by the
Federal Housing Administration. Such appraisals
shall be performed in accordance with uniform
standards, by individuals who have demonstrated
competence and whose professional conduct is
subject to effective supervision. These standards
shallrequireata minimum—

(A) thatthe appraisals of properties to be insured
by the Federal Housing Administration shall
be performed in accordance with generally
accepted appraisal standards promulgated
by the Appraisal Foundation a not-for-profit
corporation established on November 30, 1987
under the laws of I1linois; and

=

thateach appraisalisa written statement used
in connection with a real estate transaction
thatisindependently and impartially prepared
by alicensed or certified appraiser setting forth
anopinion of defined value of an adequately
described property as of a specific date,
supported by presentation and analysis of
relevant market information.

(2) The Appraisal Subcommittee of the Federal
Financial Institutions Examination Council shall
include the Secretary or his designee.




APPENDIXH-POLICY STATEMENTS

POLICY STATEMENTS

Requirements and Guidance to State Appraiser Certifying and
Licensing Agencies For Compliance with Title XI

CONTENTS

79

Introduction and Purpose

PART A: APPRAISER PROGRAM

80

80
80
80
80
81
81
82
82
82

83

83
83
84

84

84
85
85
86
86

87

87
88

88

89
90
90

92

92
92
93
93
93

93
93

93
94

Policy Statement1

Statutes, Regulations, Policies and Procedures
Governing State Appraiser Programs

A. State Regulatory Structure

. Funding and Staffing

. Minimum Criteria

. Federally Recognized Appraiser Classifications
Non-federally Recognized Credentials
Appraisal Standards

. Exemptions

. ASC Staff Attendance at State Board Meetings
Summary of Requirements

TIOMMOO®

Policy Statement 2

Temporary Practice

A. Requirement for Temporary Practice

B. Excessive Fees or Burdensome Requirements
C. Summary of Requirements

Policy Statement 3

National Registry of Appraisers (Appraiser Registry)
. Requirements for the Appraiser Registry

. Registry Fee and Invoicing Policies

. Access to Appraiser Registry Data

. Information Sharing

. Summary of Requirements

mo N >

Policy Statement 4
Application Process
A. Processing of Applications

B. Qualifying Education for Initial or Upgrade
Applications

C. Continuing Education for Reinstatement and
Renewal Applications

D. Experience for Initial or Upgrade Applications
E. Examination
F. Summary of Requirements

Policy Statement 5

Reciprocity

A. Reciprocity Policy

B. Application of Reciprocity Policy

C. Appraiser Compliance Requirements
D. Well-Documented Application Files
E. Summary of Requirements

Policy Statement 6
Education

A. Course Approval

B. Distance Education

C. Summary of Requirements

94  Policy Statement7
State Agency Enforcement
94 A. State Agency Regulatory Program
94 B. Enforcement Process
95 C. Summary of Requirements
PART B: AMC PROGRAM
97 Policy Statement 8
Statutes, Regulations, Policies and Procedures
Governing State AMC Programs
97  A. Participating States and ASC Oversight
97 B. Relation to State Law
97  C.Fundingand Staffing
97 D. Minimum Requirements for Registration and
Supervision of AMCs as Established by the AMC
Rule
99 E. Summary of Requirements
99 Policy Statement 9
National Registry of AMCs (AMC Registry)
99  A.Requirements for the AMC Registry
100 B. Registry Fee and Invoicing Policies
100 C. Reporting Requirements
100 D. Accessto AMC Registry Data
100 E. Summary of Requirements
101 Policy Statement10
State Agency Enforcement
101 A. State Agency Regulatory Program
101 B. Enforcement Process
102 C. Summary of Requirements
102 Policy Statement 11

Statutory Implementation Period

PART C: INTERIM SANCTIONS

103 Policy Statement12
Interim Sanctions
103 A, Authority
103 B. Opportunity to be Heard or Correct Conditions
103 C. Procedures
APPENDIX A
105 Compliance Review Process
APPENDIX B
107 Glossary of Terms

APPRAISAL SUBCOMMITTEE — ANNUAL REPORT 2019



APPENDIXH-POLICY STATEMENTS

INTRODUCTION AND PURPOSE

Title XI of the Financial Institutions Reform,
Recovery, and Enforcement Act 0f 1989 as amended
(Title XI) established the Appraisal Subcommittee
of the Federal Financial Institutions Examination
Council (ASC).* The purpose of Title X1 is to provide
protection of Federal financial and public policy
interests by upholding Title XIrequirements

for appraisals performed for federally related
transactions. Specifically, those appraisals shall be
performed in writing, in accordance with uniform
standards, by individuals whose competency has
been demonstrated and whose professional conduct
will be subject to effective supervision.

Pursuant to Title X1, one of the ASC's core functions
isto monitor the requirements established by the
States?for certification and licensing of appraisers
qualified to perform appraisals in connection with
federally related transactions. Title XI as amended
by the Dodd-Frank Wall Street Reform and Consumer
Protection Act of 2010 (Dodd-Frank Act)* expanded
the ASC's core functions to include monitoring of

the requirements established by States that elect to
register and supervise the operations and activities of
appraisal management companies® (AMCs).°

The ASC performs periodic Compliance Reviews” of
each State appraiser regulatory program (Appraiser
Program) to determine compliance or lack thereof
with Title XI, and to assess implementation of
minimum requirements for credentialing of
appraisers as adopted by the Appraiser Qualifications
Board (The Real Property Appraiser Qualification
Criteria or AQB Criteria). Asa result of the Dodd-Frank
Actamendments to Title XI, States withan AMC
regulatory program (AMC Program) will be evaluated
during the Compliance Review to determine
compliance orlack thereof with Title XI, and to assess
implementation of the minimum requirements

for State registration and supervision of AMCs as
established by the AMC Rule.?

The ASCisissuing these revised Policy Statements®
inthree partsto provide States with the necessary
information to maintain their Appraiser Programs
and AMC Programs in compliance with Title XI:

« Part A, Appraiser Program—Policy Statements 1
through 7 correspond with the categories that
are: (a) evaluated during the Appraiser Program
Compliance Review; and (b) included in the ASC’s
Compliance Review Report of the Appraiser Program.

Part B, AMC Program—Policy Statements 8 through
10 correspond with the categories that are: (a)
evaluated during the AMC Program Compliance
Review; and (b) included in the ASC’s Compliance
Review Report of the AMC Program.

Part C, Interim Sanctions—Policy Statement 12 sets
forthrequired procedures in the event that interim
sanctions areimposed against a State by the ASC for
non-compliance in either the Appraiser Program or
the AMC Program.

1 The ASC Board is made up of seven members. Five members are designated by the heads of the FFIEC agencies (Board of Governors of the Federal
Reserve System, Consumer Financial Protection Bureau, Federal Deposit Insurance Corporation, Office of the Comptroller of the Currency, and
National Credit Union Administration). The other two members are designated by the heads of the Department of Housing and Urban Development

and the Federal Housing Finance Agency.
See Appendix B, Glossary of Terms, for the definition of “State.”

Pub. L.111-203,124 Stat. 1376.
Title X1§1103 (a)(1)(B),12U.S.C. § 3332.

See Appendix A, Compliance Review Process.

N oA WwoN

See Appendix B, Glossary of Terms, for the definition of “federally related transaction.”

See Appendix B, Glossary of Terms, for the definition of “appraisal management company” or AMC.

The Dodd-Frank Act required the Office of the Comptroller of the Currency; Board of Governors of the Federal Reserve System; Federal Deposit

Insurance Corporation; National Credit Union Administration; Consumer Financial Protection Bureau; and Federal Housing Finance Agency to
establish, by rule, minimum requirements to be imposed by a participating State appraiser certifying and licensingagency on AMCs doing businessin
the State. (Title XI§1124 (a), 12 U.S.C. 3353(a)). Those rules were finalized and published on June 9, 2015, at 80 Federal Register 32658 with an effective date
of August 10, 2015. (12 CFR 34.210 - 34.216; 12 CFR 225.190 - 225.196; 12 CFR 323.8 -323.14; 12 CFR 1222.20 - 1222.26).

9 ThesePolicy Statements, adopted February 14, 2018, supersede all previous Policy Statements adopted by the ASC.
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Part A: Appraiser Program

POLICY STATEMENT1

Statutes, Regulations, Policies and Procedures
Governing State Appraiser Programs

A. State Regulatory Structure

Title XIrequires the ASC to monitor each State
appraiser certifying and licensing agency for the
purpose of determining whether each such agency
hasin place policies, practices and procedures
consistent with the requirements of Title XI.° The
ASCrecognizes that each State may have legal, fiscal,
regulatory or other factors that may influence the
structure and organization of its Appraiser Program.
Therefore, a State has flexibility to structure its
Appraiser Program so long as it meets its Title XI-
related responsibilities.

States should maintain an organizational structure
for appraiser certification, licensing and supervision
thatavoids conflicts of interest. A State agency

may be headed by a board, commission or an
individual. State board" or commission members,

or employees in policy or decision-making

positions, should understand and adhere to State
statutes and regulations governing performance of
responsibilities consistent with the highest ethical
standards for public service. In addition, Appraiser
Programs using private entities or contractors should
establish appropriate internal policies, procedures
and safeguards to promote compliance with the State
agency's responsibilities under Title XI and these
Policy Statements.

10 TitleXI1§1118(a),12U.S.C. §3347.
11 See Appendix B, Glossary of Terms, for the definition of “State board.”

B. Funding and Staffing

The Dodd-Frank Act amended Title XIto require

the ASC to determine whether States have

sufficient funding and staffing to meet their Title
XIrequirements. Compliance with this provision
requires thata State must provide its Appraiser
Program with funding and staffing sufficient to carry
outits Title XI-related duties. The ASC evaluates

the sufficiency of funding and staffing as part of

its review of all aspects of an Appraiser Program's
effectiveness, including the adequacy of State boards,
committees, or commissions responsible for carrying
out Title XI-related duties.

C. Minimum Criteria

Title XIrequires States to adopt and/or implement
all relevant AQB Criteria. Requirements established
by a State for certified residential or certified general
appraisers, as well as requirements established
forlicensed appraisers, trainee appraisers and
supervisory appraisers must meet or exceed
applicable AQB Criteria.

D. Federally Recognized Appraiser Classifications
State Certified Appraisers

“State certified appraisers” means those individuals
who have satisfied the requirements for residential
or general certification in a State whose criteria

for certification meet or exceed the applicable
minimum AQB Criteria. Permitted scope of practice
and designation for State certified residential or
certified general appraisers must be consistent with
State and Federal laws, including regulations and
supplementary guidance.
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State Licensed Appraisers

“State licensed appraisers” means those individuals
who have satisfied the requirements for licensing in
a State whose criteria for licensing meet or exceed the
applicable minimum AQB Criteria. The permitted
scope of practice and designation for State licensed
appraisers must be consistent with State and Federal
laws, including regulations and supplementary
guidance.

Trainee Appraisers

“Trainee appraisers” means those individuals who
have satisfied the requirements for credentialing
in a State whose criteria for credentialing meet or
exceed the applicable minimum AQB Criteria. Any
minimum qualification requirements established
by a State for individualsin the position of “trainee
appraiser” or “supervisory appraiser” must meet

or exceed the applicable minimum AQB Criteria.
ASC staff will evaluate State designations such

as “registered appraiser,” “apprentice appraiser,”
“provisional appraiser,” or any other similar
designation to determineif, in substance, such
designation is consistent with a “trainee appraiser”
designation and, therefore, administered to comply
with Title XI. The permitted scope of practice and
designation for trainee appraisers must be consistent
with State and Federal laws, including regulations
and supplementary guidance.

Any State or Federal agency may impose
additional appraiser qualification requirements
for trainee, State licensed, certified residential or
certified general classifications, if they consider
such requirements necessary to carry out their
responsibilities under Federal and /or State
statutes and regulations, solong as the additional
qualification requirements do not preclude
compliance with AQB Criteria.

E. Non-federally Recognized Credentials

States using non-federally recognized credentials
or designations? must ensure that they are easily
distinguished from the federally recognized
credentials.

APPENDIXH-POLICY STATEMENTS

E. Appraisal Standards

Title XIand the Federal financial institutions
regulatory agencies' regulations mandate that all
appraisals performed in connection with federally
related transactions be in written form, prepared
inaccordance with generally accepted appraisal
standards as promulgated by the Appraisal Standards
Board (ASB) in the Uniform Standards of Professional
Appraisal Practice (USPAP), and be subject to
appropriate review for compliance with USPAP.3
States that have incorporated USPAP into State

law should ensure that statutes or regulations are
updated timely to adopt the current version of USPAP,
or if State law allows, automatically incorporate the
latest version of USPAP as it becomes effective. States
should consider ASB Advisory Opinions, Frequently
Asked Questions, and other written guidance issued
by the ASBregarding interpretation and application
of USPAP.

Any State or Federal agency may impose additional
appraisal standardsif they consider such standards
necessary to carry out their responsibilities, so

long asadditional appraisal standards do not
preclude compliance with USPAP or the Federal
financial institutions regulatory agencies’ appraisal
regulations for work performed for federally related
transactions.

12 See Appendix B, Glossary of Terms, for the definition of “non-federally recognized credentials or designations.”
13 See Appendix B, Glossary of Terms, for the definition of “Uniform Standards of Professional Appraisal Practice.”
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The Federal financial institutions regulatory
agencies’ appraisal regulations define “appraisal”
and identify which real estate-related financial
transactions require the services of a State certified
orlicensed appraiser. These regulations define
“appraisal” asa “written statement independently
and impartially prepared by a qualified appraiser
setting forth an opinion as to the market value of
anadequately described property as of a specific
date(s) supported by the presentation and analysis of
relevant market information.” Per these regulations,
an appraiser performing an appraisal review which
includes the reviewer providing his or her own
opinion of value constitutes an appraisal. Under these
same regulations, an appraisal review that does not
include the reviewer providing his or her own opinion
of value does not constitute an appraisal. Therefore,
under the Federal financial institutions regulatory
agencies’' regulations, only those transactions that
involve appraisals for federally related transactions
require the services of a State certified or licensed
appraiser.

G. Exemptions

Title XIand the Federal financial institutions
regulatory agencies' regulations specifically require
the use of State certified or licensed appraisers

in connection with the appraisal of certain real
estate-related financial transactions.** A State may
not exempt any individual or group of individuals
from meeting the State’s certification or licensing
requirementsifthe individual or group member
performsan appraisal when Federal statutes and
regulations require the use of a certified or licensed
appraiser.
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For example, an individual who has been exempted
by the State from its appraiser certification or
licensing requirements because he or sheisan officer,
director, employee or agent of a federally regulated
financial institution would not be permitted to
perform an appraisal in connection with a federally
related transaction.

H. ASC Staff Attendance at State Board Meetings

The efficacy of the ASC’s Compliance Review

process rests on the ASC’s ability to obtain reliable
information about all areas of a State’'s Appraiser
Program. ASC staffregularly attends open State
board meetings as part of the on-site Compliance
Review process. States are expected to make available
for review by ASC staff minutes of closed meetings
and executive sessions. States are encouraged to
allow ASC staffto attend closed and executive
sessions of State board meetings where such
attendance would not violate State law or regulation
or be inconsistent with other legal obligations of

the State board. ASC staffiis obligated to protect
information obtained during the Compliance Review
process concerning the privacy of individuals and
any confidential matters.

I. Summary of Requirements

1. States mustrequire that appraisals be performed
inaccordance with the latest version of USPAP.*

2. Statesmust, ataminimum, adopt and/or
implement all relevant AQB Criteria.*®

3. States must have policies, practices and procedures
consistent with Title X1.7

4. Statesmust have funding and staffing sufficient to
carry out their Title XI-related duties.”®

5. States must use proper designations and permitted
scope of practice for certified residential; certified
general; licensed; and trainee classifications.”

14 Title XI§1112,12U.S.C. § 3341; Title XI1§1113,12 U.S.C. § 3342; Title XI§1114,12 U.S.C. §3343.
15 Title XI§1101,12 U.S.C. §3331; Title XI§1118 (a), 12 U.S.C. § 3347; AQB Real Property Appraiser Qualification Criteria.
16 Title X1§§1116 (a), (c) and (e), 12 U.S.C. § 3345; Title XI1§1118 (a), 12 U.S.C. § 3347.

17 Title X1§1118 (a),12U.S.C. § 3347.
18 Id; Title XI§1118 (b),12U.S.C. §3347.

19 Title XI§51116 (a), (c)and (e), 12 U.S.C. § 3345; Title X1 §1118 (a), 12 U.S.C. § 3347; Title X1 §1113,12 U.S.C. § 3342; AQB Real Property Appraiser Qualification

Criteria.
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6. State board members, and any persons in policy
or decision-making positions, must perform their
responsibilities consistent with Title XI.2°

7. States’ certification and licensing requirements
must meet the minimum requirements set forth
in Title X1

8. Staterequirements for trainee appraisersand
supervisory appraisers must meet or exceed the
AQB Criteria.

9. State agencies must be granted adequate authority
by the State to maintain an effective regulatory
Appraiser Program in compliance with Title XI.22

POLICY STATEMENT 2
Temporary Practice

A.Requirement for Temporary Practice

Title XIrequires State agencies to recognize, ona
temporary basis, the certification or license of an out-
of-State appraiser entering the State for the purpose of
completing an appraisal assignment® for a federally
related transaction. States are not, however, required
to grant temporary practice permits to trainee
appraisers. The out-of-State appraiser must register
with the State agency in the State of temporary
practice (Host State). A State may determine the
process necessary for “registration” provided such
process complies with Title XIand does notimpose
“excessive fees or burdensome requirements,” as
determined by the ASC.** Thus, a credentialed
appraiser® from State A hasa statutory right to enter
State B (the Host State) to perform an assignment
concerning a federally related transaction, solong
asthe appraiser registers with the State agencyin
State B prior to performing the assignment. Though
Title XI contemplates reasonably free movement of
credentialed appraisers across State lines, an out-of-
State appraiser must comply with the Host State’s
real estate appraisal statutes and regulations and is

20 TitleXI§1118 (a),12U.S.C. §3347.

21 Title XI§§1116 (a), (c) and (e),12 U.S.C. § 3345.

22 Title XI1§1118(b),12U.S.C. §3347.

23 See Appendix B, Glossary of Terms, for the definition of “assignment.”
24 TitleXI§1122(a)(2),12U.S.C.§3351.

subject to the Host State’s full regulatoryjurisdiction.
States should utilize the National Registry of
Appraisers to verify credential status on applicants
for temporary practice.

B. Excessive Fees or Burdensome Requirements

Title XI prohibits States from imposing excessive fees
or burdensome requirements, as determined by the
ASC, for temporary practice.? Adherence by State
agencies to the following mandates and prohibitions
will deter the imposition of excessive fees or
burdensome requirements.

Host State agencies must:

a. issue temporary practice permitsonan
assignment basis;

b. issue temporary practice permits within five
business days of receipt of a completed application,
or notify the applicant and document the file as to
the circumstancesjustifying delay or other action;

c. issue temporary practice permits designating the
permit’s effective date;

d. take regulatory responsibility for a temporary
practitioner's unethical, incompetent and /or
fraudulent practices performed while in the State;

e. notify the appraiser’'shome State agency? in the
case of disciplinary action concerning a temporary
practitioner;

f. allowatleast one temporary practice permit
extension through a streamlined process;

g. track all temporary practice permits using
apermitlog which includes the name of the
applicant, date application received, date
completed application received, date of issuance,
and date of expiration, ifany (States are strongly
encouraged to maintain thisinformationin an
electronic, sortable format); and

h. maintain documentation sufficient to
demonstrate compliance with this Policy
Statement.

25 See Appendix B, Glossary of Terms, for the definition of “credentialed appraisers.”

26 TitleXI§1122(a)(2),12 U.S.C. §3351.

27 See Appendix B, Glossary of Terms, for the definition of “home State agency.”
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Host State agencies may not:

a. limit the valid time period of a temporary practice
permit to less than 6 months (unless the applicant
requests a specific end date and the applicant is
allowed an extension if required to complete the
assignment, the applicant’s credential is no longer
inactive status during that period of time);

s

limit an appraiser to one temporary practice
permit per calendar year;®

o

charge atemporary practice permit fee exceeding
$250, including one extension fee;

d. impose State appraiser qualification requirements
for education, experience and/or exam upon
temporary practitioners;

e

require temporary practitioners to obtaina
certification or license in the State of temporary
practice;

™

require temporary practitioners to affiliate with an
in-State licensed or certified appraiser;

g. refuse toregisterlicensed or certified appraisers
seeking temporary practice in a State that does not
have alicensed or certified level credential; or

h. prohibit temporary practice.
Home State agencies may not:

a. delay theissuance of a written “letter of good
standing” or similar document for more than five
business days after receipt of a request; or

b. failto considerand, if appropriate, take
disciplinary action when one of'its certified or
licensed appraisers is disciplined by another State.

C. Summary of Requirements

1. States mustrecognize, onatemporary basis,
appraiser credentials issued by another State if
the property to be appraised is part of a federally
related transaction.®

APPENDIXH-POLICY STATEMENTS

2. States must adhere to mandates, prohibitionsand
documentation requirements as set forth above in
Section B above, titled Excessive Fees or Burdensome
Requirements3°

POLICY STATEMENT 3

National Registry of Appraisers
(Appraiser Registry)

A.Requirements for the Appraiser Registry

Title XIrequires the ASC to maintain a National
Registry of State certified and licensed appraisers
who are eligible to perform appraisals in federally
related transactions 3 Title XI further requires the
States to transmit to the ASC: (1) aroster listing
individuals who have received a State certification or
license in accordance with Title XI; (2) reports on the
issuance and renewal of licenses and certifications,
sanctions, disciplinary actions, revocations and
suspensions; and (3) the registry fee as set by

the ASC* from individuals who have received
certification or licensing. States must notify the ASC
assoon as practicable ifa credential holder listed
onthe Appraiser Registry does not qualify for the
credential held.

Roster and registry fee requirements apply to all
individuals who receive State certifications or
licenses, originally or by reciprocity, whether or not
theindividuals are, in fact, performing or planning to
perform appraisals in federally related transactions.
Ifanappraiseris certified or licensed in more than
one State, the appraiser is required to be on each
State’s roster of certified or licensed appraisers, and
aregistry feeis due from each State in which the
appraiser is certified or licensed.

28 Stateagencies may establish by statute or regulation a policy that places reasonable limits on the number of times an out-of-State certified or licensed
appraiser may exercise his or her temporary practicerightsina given year. If such a policy is not established, a State agency may choose not to honoran
out-of-State certified or licensed appraiser’s temporary practice rightsifit has made a determination that the appraiser is abusing his or her temporary
practicerightsandisregularly engaginginreal estate appraisal services within the State.

29 TitleXI§1122(a)(1),12U.S.C.§3351.
30 Title XI§1122 (a) (2),12U.S.C. §3351.
31 Title XI§1103 (a) (3),12U.S.C. §3332.

32 Title XI§1109, Roster of State certified or licensed appraisers; authority to collect and transmit fees, requires the ASC to consider at least once every 5 years
whether to adjust the dollar amount of the registry fees to account for inflation. (Title XI§1109 (a), 12 U.S.C. § 3338).
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Only AQB-compliant certified and licensed
appraisersinactive status on the Appraiser Registry
are eligible to perform appraisals in connection with
federally related transactions. Only those appraisers
whoseregistry fees have been transmitted to the ASC
will be eligible to be on the Appraiser Registry for the
period subsequent to payment of the fee.

Some States may give State certified orlicensed
appraisers an option to not pay the registry fee. Ifa
State certified or licensed appraiser chooses not to
pay theregistry fee, then the Appraiser Program must
ensure thatany potential user of that appraiser’s
servicesisaware that the appraiser is not eligible to
perform appraisals for federally related transactions.
The Appraiser Program must place a conspicuous
notice directly on the face of any evidence of the
appraiser’s authority to appraise stating, “Not Eligible
To Appraise Federally Related Transactions,” and the
appraiser must not be listed in active status on the
Appraiser Registry.

The ASC extranet application allows States to update
their appraiser credential information directly to
the Appraiser Registry. Only Authorized Registry
Officials are allowed to request access for their State
personnel (see section C below). The ASC will issue
aUser Name and Password to the designated State
personnel responsible for that State's Appraiser
Registry entries. Designated State personnel are
required to protect the right of access, and not share
their User Name or Password with anyone. States
must adopt and implement a written policy to protect
theright ofaccess, aswell asthe ASCissued User
Name and Password. The ASC will provide detailed
specifications regarding the data elements on the
Appraiser Registry.

APPRAISAL SUBCOMMITTEE — ANNUAL REPORT 2019

B. Registry Fee and Invoicing Policies

Each State must remit to the ASC the annual
registry fee, as set by the ASC, for State certified or
licensed appraisers within the State to be listed on
the Appraiser Registry. Requests to prorate refunds
or partial-year registrations will not be granted. If
a State collects multiple-year fees for multiple-year
certifications or licenses, the State may choose to
remit to the ASC the total amount of the multiple-
year registry fees or the equivalent annual fee
amount. The ASC will, however, record appraisers
on the Appraiser Registry only for the number of
years for which the ASC has received payment.
Nonpayment by a State of an appraiser’s registry
fee may resultin the status of that appraiser being
listed as “inactive.” States must reconcile and pay
registry invoicesin a timely manner (45 calendar
days after the invoice date). When a State’s failure
to pay a past due invoice results in appraisers being
listed asinactive, the ASCwill not change those
appraisers back to active status until payment is
received from the State. An inactive status on the
Appraiser Registry, for whatever the reason, renders
anappraiser ineligible to perform appraisals in
connection with federally related transactions.

C. Accessto Appraiser Registry Data

The ASC website provides free access to the public
portion of the Appraiser Registry at www.asc.gov.
The public portion of the Appraiser Registry data
may be downloaded using predefined queries or user-
customized applications.

Accessto the full database, which includes
non-public data (e.g., certain disciplinary action
information), is restricted to authorized State and
Federal regulatory agencies. States must designate

a senior official, such as an executive director, to
serve as the State's Authorized Registry Official, and
provide to the ASC, in writing, information regarding
the designated Authorized Registry Official. States
must ensure that the authorization information
provided to the ASCisupdated and accurate.




D. Information Sharing

Information sharing (routine exchange of certain
information amonglenders, governmental entities,
State agencies and the ASC) is essential for carrying
out the purposes of Title XI. Title XI requires the ASC,
any other Federal agency or instrumentality, or any
federally recognized entity to report any action of a
State certified or licensed appraiser thatis contrary
to the purposes of Title XI to the appropriate State
agency for disposition. The ASC believes that full
implementation of this Title XIrequirement is vital
tothe integrity of the system of State appraiser
regulation. States are encouraged to develop and
maintain procedures for sharing of information
among themselves.

The Appraiser Registry’s value and usefulness are
largely dependent on the quality and frequency

of State data submissions. Accurate and frequent
data submissions from all States are necessary to
maintain an up-to-date Appraiser Registry. States
must submit appraiser data in a secure format to the
ASCatleast monthly. Ifthere are no changes to the
data, the State agency must notify the ASC of that fact
inwriting. States are encouraged to submit data as
frequently as possible.

33 See Appendix B, Glossary of Terms, for the definition of “disciplinary action.”

34 Id.

35 Title X1§1118 (a),12U.S.C. § 3347.

36 Id.

37 Title X1§1118 (a),12 U.S.C. § 3347; Title XI§1109 (a), 12 U.S.C. § 3338.
38 Id.

39 Title XI§1118 (a),12U.S.C. §3347.
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States must report all disciplinary action® taken
againstan appraiser to the ASC via the extranet
application within 5 business days after the
disciplinary action is final, as determined by State
law2* States not reporting via the extranet application
must provide, in writing to the ASC, a description

of the circumstances preventing compliance with
this requirement.® For the most serious disciplinary
actions (i.e.,, voluntary surrenders, suspensions

and revocations, or any action that interruptsa
credential holder’s ability to practice), the appraiser’s
status must be changed on the Appraiser Registry to
“inactive,” thereby making the appraiser ineligible to
perform appraisals for federally related transactions
orother transactions requiring the use of State
certified or licensed appraisers.3

Title XTI also contemplates the reasonably free
movement of certified and licensed appraisers across
State lines. This freedom of movement assumes,
however, that certified and licensed appraisers are, in
all cases, held accountable and responsible for their
actions while performing appraisal activities.

E. Summary of Requirements

1. Statesmustreconcile and pay registry invoices
inatimely manner (45 calendar days after the
invoice date)*”

2. Statesmustreportall disciplinary action taken
againstan appraiser to the ASC via the extranet
application within 5 business days after the
disciplinary actionis final, as determined by State
law.®

3. Statesnotreporting viathe extranet application
must provide, in writing to the ASC, a description
of the circumstances preventing compliance with
thisrequirement 3
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10.

40
41
42
43
44
45
46
47

. Forthe most serious disciplinary actions

(i.e., voluntary surrenders, suspensions and
revocations, or any action that interrupts a
credential holder's ability to practice), the
appraiser’s status must be changed on the
Appraiser Registry to “inactive,” thereby making
the appraiser ineligible to perform appraisals

for federally related transactions or other
transactions requiring the use of State certified or
licensed appraisers.*°

States must designate a senior official, such asan
executive director, who will serve as the State’s
Authorized Registry Official, and provide to

the ASC, inwriting, information regarding the
selected Authorized Registry Official, and any
individual(s) authorized to act on their behalf.*

. States must ensure that the authorization

information provided to the ASCisupdated and
accurate.*

States must adopt and implement a written policy
to protect the right of access to the Appraiser
Registry, as well as the ASCissued User Name and
Password.®

. Statesmust ensure the accuracy of all data

submitted to the Appraiser Registry.*

. States must submit appraiser data (other than

discipline) to the ASC at least monthly. Ifa State’s
data does not change during the month, the
State agency must notify the ASC of that factin
writing.*

[fa State certified or licensed appraiser chooses
not to pay the registry fee, the State must ensure
thatany potential user of that appraiser’s
services is aware that the appraiser’s certificate
orlicenseislimited to performing appraisals
only in connection with nonfederally related
transactions.*

POLICY STATEMENT 4

Application Process

AQB Criteria sets forth the minimum education,
experience and examination requirements
applicable to all States for credentialing of real
property appraisers (certified, licensed, trainee and
supervisory). In the application process, States must,
ataminimum, employ a reliable means of validating
both education and experience credit claimed by
applicants for credentialing.*” Effective January
1,2017, AQB Criteria also requires States to assess
whether an applicant for a real property appraiser
credential possesses a background that would not
call into question public trust. The basis for such
assessment shall be a matter left to the individual
States, and must, ata minimum, be documented to
the file.

A.Processing of Applications

States must process applications in a consistent,
equitable and well-documented manner.
Applications for credentialing should be timely
processed by State agencies (within 90 calendar days
after receipt of a completed application). Any delay
inthe processing of applications must be sufficiently
documented in the file to explain the delay. States
must ensure appraiser credential applications
submitted for processing do not contain invalid
examinations as established by AQB Criteria.

States must obtain and maintain sufficient relevant
documentation pertaining to an application for
issuance, upgrade and renewal of a credential
soasto enable understanding of the factsand
determinations in the matter and the reasons for
those determinations. Documentation mustinclude:

1. Application receipt date;
2. Education;
3. Experience;

4. Examination;

Includes applications for credentialing of trainee, licensed, certified residential or certified general classifications.
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5. Continuing education; and

6. Anyadministrative or disciplinary action taken in
connection with the application process, including
results of any continuing education audit.

B. Qualifying Education for Initial or Upgrade
Applications

States must verify that:

1. theapplicant’s claimed education courses are
acceptable under AQB Criteria; and

2. theapplicant has successfully completed courses
consistent with AQB Criteria for the appraiser
credential sought.

States may not accept an affidavit for claimed
qualifying education from applicants for any
federally recognized credential.*® States must
maintain adequate documentation to support
verification of education claimed by applicants.

C. Continuing Education for Reinstatement and
Renewal Applications

1. Reinstatement Applications
States must verify that:

1. theapplicant’s claimed continuing education
courses are acceptable under AQB Criteria; and

2. theapplicant has successfully completed all
continuing education consistent with AQB Criteria
for reinstatement of the appraiser credential
sought.

States may not accept an affidavit for continuing
education claimed from applicants for reinstatement.
Applicants for reinstatement must submit
documentation to support claimed continuing
education and States must maintain adequate
documentation to support verification of claimed
education.

APPENDIXH-POLICY STATEMENTS

2. Renewal Applications

States must ensure that continuing education
courses for renewal of an appraiser credential are
consistent with AQB Criteria and that continuing
education hours required for renewal of an appraiser
credential were completed consistent with AQB
Criteria. States may accept affidavits for continuing
education credit claimed for credential renewal so
long as the State implements a reliable validation
procedure that adheres to the following objectives
and requirements:

a. Validation Objectives

The State's validation procedures must be structured
to permit acceptable projections of the sample
resultsto the entire population of subject appraisers.
Therefore, the sample must include an adequate
number of affidavits selected from each federally
recognized credential level to have a reasonable
chance of identifying appraisers who fail to comply
with AQB Criteria, and the sample must include a
statistically relevant representation of the appraiser
population being sampled.

b. Minimum Standards

1. Validation must include a prompt post-approval
audit. Each audit of an affidavit for continuing
education credit claimed must be completed
within 60 business days from the date the
credential is scheduled for renewal (based on
the credential’s expiration date). To ensure the
audit is a statistically relevant representation, a
sampling of credentials that were renewed after
the scheduled expiration date and/or beyond the
date the sample was selected, must also be audited
toensure thata credential holder may not avoid
being selected for a continuing education audit by
renewing early or late.

2. States must audit the continuing education-
related affidavit for each credentialed appraiser
selected in the sampling procedure.

3. States must determine that education courses
claimed conform to AQB Criteria and that the
appraiser successfully completed each course.

48 IfaStateaccepts education-related affidavits from applicants for initial licensure in any non-certified classification, upon the appraiser’s application
toupgrade toa certified classification, the State must require documentation to support the appraiser’s educational qualification for the certified
classification, notjust the incremental amount of education required to move from the non-certified to the certified classification. This requirement

applies toall federally recognized credentials.
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4. When a State determines thatan appraiser’s
continuing education does not meet AQB Criteria,
and the appraiser has failed to complete any
remedial action offered, the State must take
appropriate action to suspend the appraiser’s
eligibility to perform appraisalsin federally
related transactions until such time that
therequisite continuing education hasbeen
completed. The State must notify the ASC within
five (5) business days after taking such action in
order for the appraiser’s record on the Appraiser
Registry to be updated appropriately.

[fa State determines that a renewal applicant
knowingly falsely attested to completing the
continuing education required by AQB Criteria,
the State must take appropriate administrative
and/or disciplinary action and report such action,
if deemed to be discipline, to the ASC within five
(5) business days.

b

6. If more than ten percent of the audited appraisers
failto meet the AQB Criteria, the State must
take remedial action® to address the apparent
weakness of its affidavit process. The ASC will
determine on a case-by-case basis whether
remedial actions are effective and acceptable.

7. Inthe case of arenewal being processed after
the credential’s expiration date, but within the
State’s allowed grace period for a late renewal, the
State must establish a reliable process to audit
affidavits for continuing education (e.g., requiring
documentation of all continuing education).

c. Documentation

States must maintain adequate documentation to
support its affidavit renewal and audit procedures
and actions.

49 Forexample:

d. List of Education Courses

To promote accountability, the ASC encourages
States accepting affidavits for continuing education
credit claimed for credential renewal to require that
the appraiser provide a list of courses to support the
affidavit.

D. Experience for Initial or Upgrade Applications

States must ensure that appraiser experience logs
conform to AQB Criteria. States may not acceptan
affidavit for experience credit claimed by applicants
for any federally recognized credential >

1. Validation Required

States must implement a reliable validation
procedure to verify that each applicant’s experience
meets AQB Criteria, including but not limited to,
being USPAP compliant and containing the required
number of hoursand months.

2. Validation Procedures, Objectives and Requirements

a. Experience Hours Validation

States must determine the hours and time period
claimed on the experience log are accurate. Appraiser
Program staff or State board members must select
the work product to validate the experience hours
claimed; applicants may not have any role in this
selection process.

b. USPAP Compliance

States must analyze a representative sample of

the applicant’s work product for compliance with
USPAP. For appraisal experience to be acceptable
under AQB Criteria, it must be USPAP compliant.
States must exercise due diligence in determining
whether submitted documentation of experience
or work product demonstrates compliance with
USPAP. Persons analyzing work product for USPAP
compliance must be knowledgeable about appraisal
practice and USPAP, and States must be able to
document how such persons are so qualified.

(1) aState may conductanadditional audit usinga higher percentage of audited appraisers; or
(2) aState may publicly postaction taken to sanction non-compliant appraisers to increase awareness in the appraiser community of the importance

of compliance with continuing education requirements.

50 See Policy Statement 1D and E for discussion of “federally recognized credential” and “non-federally recognized credential.” If prior to July 1,2013, a
State accepted experience-related affidavits from applicants for initial licensure in any non-certified classification, upon the appraiser's application
toupgrade toa certified classification, the State must require experience documentation to support the appraiser’s qualification for the certified
classification, notjust the incremental amount of experience required to move from the non-certified to the certified classification. For example,
ifa Stateaccepted an experience affidavit from an appraiser to support the appraiser's initial hours to qualify for the licensed classification, and
subsequently that appraiser applies to upgrade to the certified residential classification, the State must require documentation to support the full
experience hours required for the certified residential classification, notjust the difference in hours between the two classifications.
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c. Determination of Experience Time Periods

Experience time periods must conform to
requirements set forth in the AQB Criteria for the
credential sought.

d. Supporting Documentation

States must maintain adequate documentation

to support validation methods. The applicant’s

file, either electronic or paper, must include the
information necessary to identify each appraisal
assignment selected to validate the experience
hours claimed and each appraisal assignment
analyzed by the State for USPAP compliance, notes,
letters and/or reports prepared by the official(s)
evaluating the report for USPAP compliance,

and any correspondence exchanged with the
applicant regarding the appraisals submitted. This
supporting documentation may be discarded upon
the completion of the first ASC Compliance Review
performed after the credential issuance or denial for
thatapplicant.

E. Examination

States must ensure that an appropriate AQB-
approved qualifying examination isadministered
for each of the federally recognized appraiser
classifications requiring an examination.

F. Summary of Requirements
Processing of Applications

1. States must process applicationsin a consistent,
equitable and well-documented manner.

2. States must ensure appraiser credential
applications submitted for processing do not
contain invalid examinations as established by
AQB Criteria *

51 Title X1§1118 (a),12U.S.C. § 3347.

3.
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States must obtain and maintain sufficient
relevant documentation pertaining toan
application for issuance, upgrade or renewal of a
credential so as to enable understanding of the
factsand determinationsin the matter and the
reasons for those determinations.=

Education

1.

States must verify that the applicant’s claimed
education courses are acceptable under AQB
Criteria, whether for initial credentialing,
renewal, upgrade or reinstatement.>*

. Statesmust verify that the applicant has

successfully completed courses consistent with
AQB Criteria for the appraiser credential sought,
whether for initial credentialing, renewal,
upgrade or reinstatement >

. States must maintain adequate documentation to

support verification.®®

States may not accept an affidavit for education
claimed from applicants for any federally
recognized credential >’

. States may not accept an affidavit for continuing

education claimed from applicants for
reinstatement.*®

States may accept affidavits for continuing
education credit claimed for credential renewal so
long as the State implements a reliable validation
procedure.”®

Audits of affidavits for continuing education
credit claimed must be completed within sixty
(60) business days from the date the credential is
scheduled for renewal (based on the credential’s
expiration date).®

52 Title XI§1118 (a), 12 U.S.C. § 3347; AQB Real Property Appraiser Qualification Criteria.

53 Title XI1§1118 (a),12U.S.C. § 3347.
54 Id.
55 Id.
56 Title X1§1118 (a),12U.S.C. § 3347.
57 Id.
58 Id.

59 Title XI1§1118 (a),12U.S.C. § 3347; AQB Real Property Appraiser Qualification Criteria.

60 TitleXI§1118 (a),12U.S.C.§3347.
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8. Inthecaseofarenewal being processed after
the credential’s expiration date, but within the
State’s allowed grace period for a late renewal, the
State must establish a reliable process to audit
affidavits for continuing education (e.g., requiring
documentation of all continuing education).

9. Statesarerequired to take remedial action when
itis determined that more than ten percent of
audited appraiser’s affidavits for continuing
education credit claimed fail to meet the
minimum AQB Criteria.®?

10. States are required to take appropriate
administrative and/or disciplinary action when it
isdetermined that an applicant knowingly falsely
attested to completing continuing education.®

11. When a State determines that an appraiser’s
continuing education does not meet AQB Criteria,
and the appraiser has failed to complete any
remedial action offered, the State must take
appropriate action to suspend the appraiser’s
eligibility to perform appraisals in federally
related transactions until such time that
the requisite continuing education has been
completed.

The State must notify the ASC within five (5)
business days after taking such action in order for
the appraiser'srecord on the Appraiser Registry to be
updated appropriately.®*

Experience

1. States may not accept an affidavit for experience
credit claimed from applicants for any federally
recognized credential.®

2. States must ensure that appraiser experience logs
conform to AQB Criteria.®®

61 Id.
62 Id.
63 Id.
64 Id.
65 Id.
6
67 TitleXI§1118 (a),12U.S.C.§3347.
68 Title XI§1118(a),12U.S.C. §3347.
69 Id.

70 Id.

71 Id.

o))

co
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. States must use areliable means of validating

appraiser experience claims on all initial or
upgrade applications for appraiser credentialing.”

. States must select the work product to validate the

experience hours claimed on all initial or upgrade
applications for appraiser credentialing.®®

. States must analyze a representative sample of

the applicant’s work product for compliance with
USPAP on allinitial or upgrade applications for
appraiser credentialing.®

. States must exercise due diligence in determining

whether submitted documentation of experience
or work product demonstrates compliance with
USPAP on allinitial or upgrade applications for
appraiser credentialing.”

. Persons analyzing work product for USPAP

compliance must be knowledgeable about
appraisal practice and USPAP, and States must
be able to document how such persons are so
qualified.”

. Experience time periods must conform to

requirements set forth in the AQB Criteria for the
credential sought.”

Examination

1. States mustensure thatan appropriate AQB-

approved qualifying examination isadministered
for each of the federally recognized credentials
requiring an examination.”

Title XI1§1118 (a),12 U.S.C. § 3347; AQB Real Property Appraiser Qualification Criteria.

72 Title XI§1118 (a),12U.S.C. § 3347; AQB Real Property Appraiser Qualification Criteria.

73 Id.
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POLICY STATEMENT 5
Reciprocity

A. Reciprocity Policy

Title XI contemplates the reasonably free movement
of certified and licensed appraisers across State

lines. The ASC monitors Appraiser Programs for
compliance with the reciprocity provision of Title XI
asamended by the Dodd-Frank Act.” Title XIrequires
thatin order for a State’s appraisers to be eligible to
perform appraisals for federally related transactions,
the State must have a policy in place for issuing
reciprocal credentials IF:

a. theappraiseris coming from a State (Home State)
thatis “in compliance” with Title XI as determined
by the ASC; AND

b. (i) the appraiser holds a valid credential from the
Home State; AND

(ii) the credentialing requirements of the Home
State” meet or exceed those of the reciprocal
credentialing State (Reciprocal State).”

An appraiser relying on a credential from a State that
does not have such a policy in place may not perform
appraisals for federally related transactions. A State
may be more lenient in the issuance of reciprocal
credentials by implementing a more open door
policy. However, States cannot impose additional
impediments to obtaining reciprocal credentials.

For purposes of implementing the reciprocity

policy, States with an ASC Finding”” of “Poor” do not
satisfy the “in compliance” provision for reciprocity.
Therefore, States are not required to recognize, for
purposes of granting a reciprocal credential, the
license or certification of an appraiser credentialed in
a State with an ASC Finding of “Poor.”

B. Application of Reciprocity Policy

The following examples illustrate application of
reciprocity in a manner that complies with Title XI.
The examples refer to the reciprocity policy requiring
issuance of a reciprocal credential IF:

74 Title XI1§1122 (b),12U.S.C. §3351.
75 Astheyexistat the time of application for reciprocal credential.
76 Id.
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a. theappraiser is coming from a State that is “in
compliance”; AND

b. (i) the appraiser holds avalid credential from that
State; AND

(ii) the credentialing requirements of that State (as
they currently exist) meet or exceed those of the
reciprocal credentialing State (as they currently
exist).
Example 1. Additional Requirements Imposed on
Applicants

State Arequires that prior toissuinga reciprocal
credential the applicant must certify that
disciplinary proceedings are not pending against
thatapplicantin anyjurisdiction. Underb (ii) above,
ifthisrequirementis notimposed on all of its

own applicants for credentialing, STATE A cannot
impose this requirement on applicants for reciprocal
credentialing.

Example 2. Credentialing Requirements

Anappraiseris seeking a reciprocal credential in
STATE A. The appraiser holds a valid credential in
STATEZ, even though it wasissued in 2007. This
satisfiesb (i) above. However, in order to satisfy b (ii),
STATE Awould evaluate STATE Z's credentialing
requirements as they currently exist to determine
whether they meet or exceed STATE A’s current
requirements for credentialing.

Example 3. Multiple State Credentials

An appraiser credentialed in several States s
seeking a reciprocal credential in State A. That
appraiser’sinitial credentials were obtained through
examinationin the original credentialing State and
through reciprocity in the additional States. State
Arequires the applicant to provide a “letter of good
standing” from the State of original credentialing as
acondition of granting a reciprocal credential. State
A may notimpose such a requirement since Title XI
does not distinguish between credentials obtained by
examination and credentials obtained by reciprocity
for purposes of granting reciprocal credentials.

77 See Appendix A, Compliance Review Process, for an explanation of ASC Findings.
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C. Appraiser Compliance Requirements

In order to maintain a credential granted by
reciprocity, appraisers must comply with the
credentialing State’s policies, rules and statutes
governing appraisers, including requirements for
payment of certification and licensing fees, as well as
continuing education.”®

D. Well-Documented Application Files

States must obtain and maintain sufficient relevant
documentation pertaining to an application for
issuance of a credential by reciprocity so as to enable
understanding of the facts and determinations in the
matter and the reasons for those determinations.

E. Summary of Requirements

1. States must have a reciprocity policy in place for
issuingareciprocal credential to an appraiser
from another State under the conditions specified
in Title XIin order for the State’s appraisers to be
eligible to perform appraisals for federally related
transactions.”

N

States may be more lenient in the issuance of
reciprocal credentials by implementing a more
open door policy; however, States may notimpose
additional impediments to issuance of reciprocal
credentials.®®

States must obtain and maintain sufficient
relevant documentation pertaining toan
application for issuance of a credential by
reciprocity so as to enable understanding of the
factsand determinationsin the matter and the
reasons for those determinations.®

w

POLICY STATEMENT 6

Education

AQB Criteria sets forth minimum requirements for
appraiser education courses. This Policy Statement
addresses proper administration of education
requirements for compliance with AQB Criteria. (For
requirements concerning qualifying and continuing
education in the application process, see Policy
Statement 4, Application Process.)

A. Course Approval

States must ensure that approved appraiser
education courses are consistent with AQB Criteria
and maintain sufficient documentation to support
that approved appraiser education courses conform
to AQB Criteria.

States should ensure that course approval expiration
dates assigned by the State coincide with the
endorsement period assigned by the AQB's Course
Approval Program or any other AQB-approved
organization providing approval of course design
and delivery. States may not continue to accept AQB
approved courses after the AQB's expiration date
unless the course content is reviewed and approved
by the State.

States should ensure that educational providers are
afforded equal treatment in all respects.?

States are encouraged to accept courses approved by
the AQB's Course Approval Program.

B. Distance Education

States must ensure that distance education courses
meet AQB Criteria and that the delivery mechanism
for distance education courses offered by a non-
academic provider, including secondary providers,
hasbeen approved by an AQB-approved organization
providing approval of course design and delivery.

78 A State may offer to accept continuing education (CE) for a renewal applicant who has satisfied CE requirements of a home State; however, a State may
notimpose thisasarequirement for renewal, thereby imposing arequirement for the renewal applicant to retain a home State credential.

79 Title XI1§1122 (b),12U.S.C. §3351.
80 Id.
81 Title X1§1118 (a),12U.S.C. §3347.

82 Forexample:
(1

approved course listing offering the same course; and
(2

State’s normal approval process.
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consentagreements requiring additional education should not specify a particular course provider when there are other providers on the State’s

courses from professional organizations should not be automatically approved and/or approved in a manner that is less burdensome than the




States may not continue to accept courses after the
AQB-approved organization's approval of course
design and delivery date has expired.

C. Summary of Requirements

1. States must ensure that appraiser education
courses are consistent with AQB Criteria.®

2. States must maintain sufficient documentation to
support that approved appraiser courses conform
to AQB Criteria.®

3. Statesmust ensure the delivery mechanism
for distance education courses offered by a
non-academic provider, including secondary
providers, hasbeen approved by an AQB-approved
organization providing approval of course design
and delivery.®

POLICY STATEMENT 7
State Agency Enforcement

A. State Agency Regulatory Program

Title XIrequires the ASC to monitor the States

for the purpose of determining whether the State
processes complaints and completes investigations
in areasonable time period, appropriately disciplines
sanctioned appraisers and maintains an effective
regulatory program.®

B. Enforcement Process

States must ensure that the system for processing
and investigating complaints®” and sanctioning
appraisersisadministered in a timely, effective,
consistent, equitable, and well-documented manner.

APPENDIXH-POLICY STATEMENTS

1. Timely Enforcement

States must process complaints of appraiser
misconduct or wrongdoing in a timely manner to
ensure effective supervision of appraisers, and when
appropriate, that incompetent or unethical appraisers
are not allowed to continue their appraisal practice.
Absent special documented circumstances, final
administrative decisions regarding complaints must
occur within one year (12 months) of the complaint
filing date.® Special documented circumstances are
those extenuating circumstances (fully documented)
beyond the control of the State agency that delays
normal processing of a complaint such as: complaints
involving a criminal investigation by a law
enforcement agency when the investigative agency
requests that the State refrain from proceeding; final
disposition that hasbeen appealed to a higher court;
documented medical condition of the respondent;
ancillary civil litigation; and complex cases that
involve multiple individuals and reports. Such
special documented circumstances also include
those periods when State rules require referral of a
complaint to another State entity for review and the
State agency is precluded from further processing
ofthe complaint untilitisreturned. In that
circumstance, the State agency should document the
required referral and the time period during which
the complaint was not under its control or authority.

2. Effective Enforcement

Effective enforcement requires that States investigate
allegations of appraiser misconduct or wrongdoing,
and ifallegations are proven, take appropriate
disciplinary or remedial action. Dismissal ofan
alleged violation solely due to an “absence of harm to
the public” is inconsistent with Title XI. Financial loss
or thelack thereofis not an element in determining
whether there is a violation. The extent of such

loss, however, may be a factor in determining the
appropriate level of discipline.

83 Title XI§1118 (a),12U.S.C. § 3347; AQB Real Property Appraiser Qualification Criteria.

84 Title X1§1118 (a),12U.S.C. § 3347.

85 Title XI§1118 (a),12U.S.C. § 3347; AQB Real Property Appraiser Qualification Criteria.

86 Title X1§1118 (a),12U.S.C. §3347.
87 See Appendix B, Glossary of Terms, for the definition of “complaint.”

88 Theone-year period for resolution of complaints is not intended to have the impact of a statute of limitation or statute of repose.
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Personsanalyzing complaints for USPAP compliance
must be knowledgeable about appraisal practice and
USPAP and States must be able to document how such
persons are so qualified.

States must analyze each complaint to determine
whether additional violations, especially those
relating to USPAP, should be added to the complaint.

Closure of a complaint based solely on a State’s
statute of limitations that results in dismissal of a
complaint without the investigation of the merits
ofthe complaintisinconsistent with the Title XI
requirement that States assure effective supervision
of the activities of credentialed appraisers.®

3. Consistent and Equitable Enforcement

Absent specific documented facts or considerations,
substantially similar cases within a State should
resultin similar dispositions.

4. Well-Documented Enforcement

States must obtain and maintain sufficient relevant
documentation pertaining to a matter so as to enable
understanding of the facts and determinationsin the
matter and the reasons for those determinations.

a. Complaint Files

Complaint files must:

- include documentation outlining the progress of
the investigation;

- demonstrate that appraisal reports are analyzed
and any USPAPviolations are identified and
considered, whether or not they were the subject of
the complaint;

« include rationale for the final outcome of the case
(i.e., dismissal or imposition of discipline);

- include documentation explaining any delay in
processing, investigation or adjudication;

- contain documentation thatall ordered or
agreed upon discipline, such as probation, fine,
or completion of education is tracked and that
completion of all termsis confirmed; and

89 Title XI§1117,12U.S.C. § 3346.
90 TitleXI§1118 (a),12U.S.C.§3347.
91 Id.
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+ beorganized in a manner thatallows
understanding of the steps taken throughout the
complaint, investigation, and adjudicatory process.

b. Complaint Logs

States must track all complaints using a complaint
log. The complaintlog must record all complaints,
regardless of their procedural status in the
investigation and/or resolution process, including
complaints pending before the State board, Office
ofthe Attorney General, other law enforcement
agencies, and/or offices of administrative hearings.

The complaint log must include the following
information (States are strongly encouraged to
maintain thisinformation in an electronic, sortable
format):

1. Case number
2. Name of respondent

3. Actual date the complaint was received by the
State

4. Source of complaint (e.g., consumer, lender, AMC,
bank regulator, appraiser, hotline) or name of
complainant

5. Current status of the complaint

6. Date the complaint was closed (e.g., final
disposition by the administrative hearing agency,
Office of the Attorney General, State Appraiser
Regulatory Agency or Court of Appeals)

7. Method of disposition (e.g., dismissal, letter of
warning, consent order, final order)

C. Summary of Requirements

1. States must maintain relevant documentation
toenableunderstanding of the factsand
determinationsin the matter and the reasons for
those determinations.®°

2. States must resolve all complaints filed against
appraisers within one year (12 months) of
the complaint filing date, except for special
documented circumstances.”
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3. States must ensure that the system for processing
and investigating complaints and sanctioning
appraisersisadministered in an effective,
consistent, equitable, and well-documented
manner.®

4. States must track complaints of alleged appraiser
misconduct or wrongdoing using a complaint
log s

5. States must appropriately document enforcement
filesand include rationale.®

6. States must regulate, supervise and discipline
their credentialed appraisers.”s

7. Personsanalyzing complaints for USPAP
compliance must be knowledgeable about
appraisal practice and USPAP, and States must
be able to document how such persons are so
qualified ®

92 Id.
93 Id.
94 Id.
95 Id.
96 Id.
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Part B: AMC Program

POLICY STATEMENT 8

Statutes, Regulations, Policies and Procedures
Governing State AMC Programs

A. Participating States and ASC Oversight

States are not required to establish an AMC
registration and supervision program. For those
States electing to participate in the registration and
supervision of AMCs (participating States), ASC
staffwill informally monitor the State’s progress
toimplement the requirements of Title XI and the
AMC Rule.”” Formal ASC oversight of State AMC
Programswill begin at the next regularly scheduled
Compliance Review of a State after a State elects
toregister and supervise AMCs pursuant to the
AMC Rule. Formal ASC oversight will consist of
evaluating AMC Programs in participating States
during the Compliance Review process to determine
compliance or lack thereof with Title XI, and to assess
implementation of the minimum requirements

for State registration and supervision of AMCs as
established by the AMC Rule. Upon expiration of
the statutory implementation period (see Policy
Statement 11, Statutory Implementation Period),
Compliance Reviews will include ASC oversight of
AMC Programs for any participating State.

B. Relation to State Law

Participating States may establish requirementsin
addition to those in the AMC Rule.

Participating States may also have a more expansive
definition of AMCs.% However, if a participating State
hasamore expansive definition of AMCs than in Title
XI (thereby encompassing State regulation of AMCs
that are not within the Title XI definition of AMC), the
State must ensure such AMCs are identified as such
in the State database, just as States currently do for
non-federally recognized credentials or designations.
Only those AMCs that meet the Federal definition of
AMCwill be eligible to be on the AMC Registry.

C.Funding and Staffing

The Dodd-Frank Act amended Title XIto require

the ASC to determine whether participating States
have sufficient funding and staffing to meet

their Title XI requirements. Compliance with this
provisionrequires that a State must provide its

AMC Program with funding and staffing sufficient
to carry out its Title XI-related duties. The ASC
evaluates the sufficiency of funding and staffing as
partofits review of all aspects ofan AMC Program's
effectiveness, including the adequacy of State boards,
committees, or commissions responsible for carrying
out Title XI-related duties.

D. Minimum Requirements for Registration and
Supervision of AMCs as Established by the AMC
Rule

1. AMC Registration and Supervision

Ifa State chooses to participate in the registration
and supervision of AMCsin accordance with the
AMC Rule, the State will be required to comply

with the minimum requirements set forth in the
AMC Rule. States should refer to the AMC Rule for
compliance requirements® as this Policy Statement
merely summarizes what the AMC Rule requires of
participating States.

97 Title XI§1103 (a)(1)(B),12U.S.C. §3332. AMC Rule means the inter-agency final rule on minimum requirements for State registration and supervision of
AMCs (12 CFR 34.210 - 34.216; 12 CFR 225.190 - 225.196; 12 CFR 323.8 -323.14; 12 CFR 1222.20 - 1222.26.

98 Title XIasamended by the Dodd-Frank Act defines “appraisal management company” to mean, in part, an external third party that oversees a network
or panel of more than 15 appraisers (State certified or licensed) in a State, or 25 or more appraisers nationally (two or more States) within a given year.
(12U.S.C. 3350(11)). Title XI asamended by the Dodd-Frank Actalso allows States to adopt requirements in addition to those in the AMCRule. (12 U.S.C.
3353(b)). For example, States may decide to supervise entities that provide appraisal management services, but do not meet the size thresholds of the
Title XIdefinition of AMC. Ifa State hasa more expansive regulatory framework that covers entities that provide appraisal management services but do
not meet the Title XI definition of AMC, the State should only submit information regarding AMCs meeting the Title XI definition to the AMC Registry.

99 See footnote 97.
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a. The AMCRule includes requirements for
participating States to establish and maintain
within the State appraiser certifying andlicensing
agency an AMC Program with the legal authority
and mechanisms to:

(1) Review and approve or deny AMC initial
registration applications and/or renewals for
registration;

(2) Examine records of AMCs and require AMCs to
submit information;

(3) Verify that appraisers on AMCs’ panels hold
valid State credentials;

(4) Conduct investigations of AMCs to assess
potential violations of appraisal-related laws,
regulations, or orders;

(5) Discipline, suspend, terminate, or deny renewal
of theregistration of an AMC that violates
appraisalrelated laws, regulations, or orders;
and

(6) Reportan AMC's violation of appraisal-
related laws, regulations, or orders, as well
asdisciplinary and enforcement actions and
other relevant information aboutan AMC's
operations, to the ASC.

b. The AMC Rule includes requirements for
participating States to impose requirements on
AMCsthat are not Federally regulated AMCs™° to:

(1) Register with and be subject to supervision by
the State appraiser certifying and licensing
agency;

(2) Engage only State-certified or State-licensed
appraisers for federally related transactions
in conformity with any federally related
transaction regulations;

(3) Establish and comply with processes and
controls reasonably designed to ensure that
the AMC, in engaging an appraiser, selectsan
appraiser who isindependent of the transaction
and who has the requisite education, expertise,
and experience necessary to competently
complete the appraisal assignment for the
particular market and property type;

APPENDIXH-POLICY STATEMENTS

(4) Direct the appraiser to perform the assignment
in accordance with USPAP; and

(5) Establish and comply with processes and
controls reasonably designed to ensure that
the AMC conductsits appraisal management
servicesinaccordance with the requirements
of section 129E(a) through (i) of the Truth in
Lending Act, 15U.S.C. 1639¢(a) through (i), and
regulations thereunder.

2. Ownership Limitations for State-registered AMCs

A. Appraiser certification or licensing of Owners

An AMC subject to State registration shall not be
registered by a State or included on the AMC Registry
if such AMC, in whole or in part, directly or indirectly,
isowned by any person who hashad an appraiser
license or certificate refused, denied, cancelled,
surrendered in lieu of revocation, or revoked in any
State for a substantive cause, ' as determined by the
State appraiser certifying and licensing agency. A
State’s process for review could, for example, be by
questionnaire, or affidavit, or background screening,
or otherwise. States must document to the file the
State’smethod of review and the result.

B. Good Moral Character of Owners

An AMC shall not beregistered by a Stateifany
person that owns more than 10 percent of the AMC—

1. Isdetermined by the State not to have good moral
character; or

2. Failsto submit to abackground investigation
carried out by the State.

A State’s process for review could, for example, be by
questionnaire, or affidavit, or background screening,
or otherwise. The ASC would expect written
documentation of the State's method of review and
theresult.

100 “Federally regulated AMCs,” meaning AMCs that are subsidiaries owned and controlled by an insured depository institution oran insured credit union
and regulated by a Federal financial institutions regulatory agency, are not required to register with the State (Title XI§1124 (c), 12 U.S.C. § 3353(c)).

101 An AMC subject to State registration is not barred from being registered by a State or included on the AMC Registry of AMCs if the license or certificate
of the appraiser with an ownership interest was not revoked for a substantive cause and has been reinstated by the State or States in which the appraiser
was licensed or certified. (12 CFR 34.210 - 34.216; 12 CFR 225.190 - 225.196; 12 CFR 323.8 -323.14; 12 CFR 1222.20 - 1222.26.
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3. Requirements for Federally Regulated AMCs

Participating States are not required to identify
Federally regulated AMCs™?operating in their States,
butrather the Federal financial institution regulatory
agencies are responsible for requiring such AMCs to
identify themselves to participating States and report
required information.

ATFederallyregulated AMC shall not be included on
the AMC Registry if such AMC, in whole or in part,
directly or indirectly, is owned by any person who
hashad an appraiser license or certificate refused,
denied, cancelled, surrendered in lieu of revocation,
orrevoked in any State for a substantive cause, as
determined by the ASC.

E. Summary of Requirements

1. Participating States must establish and maintain
an AMC Program with the legal authority and
mechanisms consistent with the AMC Rule.*

2. Participating States mustimpose requirements on
AMCs consistent with the AMC Rule.o*

3. Participating States must enforce and document
ownership limitations for State-registered
AMCs. 105

4. Onlythose AMCs that meet the Federal definition
of AMC will be eligible to be on the AMC Registry.
Therefore, participating States that have a more
expansive definition of AMCs than in the AMC
Rule must ensure such non-Federally recognized
AMCsareidentified as such in the State
database.*®

5. Statesmust have funding and staffing sufficient to
carry out their Title XI-related duties. 7

102 See footnote 97.

POLICY STATEMENT 9
National Registry of AMCs (AMC Registry)

A.Requirements for the AMC Registry

Title XIrequires the ASC to maintain the AMC
Registry of AMCs that are either registered with
and subject to supervision of a participating State or
are operating subsidiaries of a Federally regulated
financial institution.’*® Title XI further requires the
States to transmit to the ASC: (1) reports on a timely
basis of supervisory activities involving AMCs,
including investigationsresulting in disciplinary
action being taken; and (2) the registry fee as set

by the ASC*® from AMCs that are either registered
with a participating State or are Federally regulated
AMCs.»e

Aswith appraiser registry fees, Title XI, § 1109(a)

(4) (b) requires the AMC registry fee to be collected

by each participating State and transmitted to the
ASC. Therefore, as with appraisers,an AMC will pay
aregistry feein each participating State in which the
AMC operates. Aswith appraisers, an AMC operating
inmultiple participating States will pay a registry fee
inmultiple States in order to be on the AMC Registry
for each State.

States must notify the ASC as soon as practicable
ifan AMClisted on the AMC Registry is no longer
registered with or operating in the State. The ASC
extranet application allows States to update their
AMC information directly to the AMC Registry.

103 12 CFR 34.210 - 34.216;12 CFR 225.190 - 225.196; 12 CFR 323.8 -323.14; 12 CFR 1222.20 - 1222.26.

104 1d.

105 Id.

106 Title XI§1118 (b),12U.S.C. § 3347.

107 Id.

108 Title XI1§1103 (a) (6),12 U.S.C. § 3332.

109 Title XI§1109 (a) (4), 12 U.S.C. §3338.

110 Title XI§1109 (a) (3) and (4),12 U.S.C. § 3338.
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B. Registry Fee and Invoicing Policies

Each State must remit to the ASC the annual
registry fee, as set by the ASC, for AMCs to be listed
on the AMC Registry. Requests to prorate refunds
or partial-year registrations will not be granted.

Ifa State collects multiple-year fees for multiple-
years, the State may choose to remit to the ASC the
total amount of the multiple-year registry fees or
the equivalent annual fee amount. The ASC will,
however, record AMCs on the AMC Registry only for
the number of years for which the ASC has received
payment.

States must reconcile and pay registry invoicesina
timely manner (45 calendar days after receipt of the
invoice).

C. Reporting Requirements

State agencies must report all disciplinary action™
takenagainstan AMC to the ASCvia the extranet
application within 5business days after the
disciplinary actionis final, as determined by State
law. States not reporting via the extranet application
must provide, in writing to the ASC, a description

of the circumstances preventing compliance with
thisrequirement. For the most serious disciplinary
actions (e.g., any action that interrupts an AMCs
ability to provide appraisal management services),
the AMCs status must be changed on the AMC
Registry to “inactive.” A Federally regulated AMC
operatingin a State must report to the State the
information required to be submitted by the State to
the ASC, pursuant to the ASC's policies regarding the
determination of the AMC registry fee.

D. Access to AMC Registry Data

The ASC website provides free access to the public
portion of the AMC Registry at www.asc.gov. The
public portion of the AMC Registry data may be
downloaded using predefined queries or user-
customized applications.

111 See Appendix B, Glossary of Terms, for the definition of “disciplinary action.”

112 Title X1§1118 (a), 12 U.S.C. § 3347; Title X1§1109 (a), 12 U.S.C. § 3338.
113 Title X1§1118 (a),12U.S.C. § 3347.

114 Id.

115 Id.

116 Id.
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Access to the full database, which includes
non-publicdata (e.g., certain disciplinary action
information), is restricted to authorized State and
Federal regulatory agencies. States must designate
asenior official, such asan executive director, to
serve as the State’s Authorized Registry Official, and
provide to the ASC, in writing, information regarding
the designated Authorized Registry Official. States
must ensure that the authorization information
provided to the ASCisupdated and accurate.

States must adopt and implement a written policy to
protect theright of access, as well as the ASC issued
User Name and Password.

E. Summary of Requirements

1. Statesmust reconcile and pay registry invoicesin
atimely manner (45 calendar days after receipt of
the invoice).?

2. State agencies mustreportall disciplinaryaction
taken againstan AMC to the ASC via the extranet
application within 5 business days after the
disciplinary actionisfinal, as determined by State
law.3

3. Statesnotreporting via the extranet application
must provide, in writing to the ASC, a description
ofthe circumstances preventing compliance with
thisrequirement.*

4. For the most serious disciplinary actions (e.g., any
action that interrupts an AMC's ability to provide
appraisal management services), the AMC'’s
status must be changed on the AMC Registry to
“inactive.”

5. States must notify the ASCas soon as practicable
ifan AMClisted on the AMC Registry isno longer
registered with or operating in the State.

6. States must designate a senior official, suchasan
executive director, who will serve as the State’s
Authorized Registry Official, and provide to
the ASC, inwriting, information regarding the
selected Authorized Registry Official, and any
individual(s) authorized to act on their behalf. 16
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7. Statesmust adopt and implement a written
policy to protect the right of access to the AMC
Registry, as well as the ASCissued User Name and
Password.*”

8. States must ensure the accuracy of all data
submitted to the AMC Registry.»®

POLICY STATEMENT 10

State Agency Enforcement

A. State Agency Regulatory Program

Title XIrequires the ASC to monitor the States

for the purpose of determining whether the State
processes complaints and completes investigations
in areasonable time period, appropriately disciplines
sanctioned AMCs and maintains an effective
regulatory program.®

B. Enforcement Process

States must ensure that the system for processing and
investigating complaints* and sanctioning AMCs
isadministered in a timely, effective, consistent,
equitable, and well-documented' manner.

1. Timely Enforcement

States must process complaints against AMCsina
timely manner to ensure effective supervision of
AMCs. Absent special documented circumstances,
final administrative decisions regarding complaints
must occur within one year (12 months) of the
complaint filing date. Special documented
circumstances are those extenuating circumstances
(fully documented) beyond the control of the

State agency that delays normal processing of a
complaint such as: complaintsinvolving a criminal
investigation by alaw enforcement agency when the
investigative agency requests that the State refrain
from proceeding; final disposition that hasbeen
appealed to a higher court; documented medical
condition of the respondent; ancillary civil litigation;
and complex fraud cases that involve multiple
individuals and reports. Such special documented
circumstances also include those periods when State
117 Id.

118 Id.

119 Title X1§1118 (a),12U.S.C. § 3347.
120 See Appendix B, Glossary of Terms, for the definition of “complaint.”

121 See Appendix B, Glossary of Terms, for the definition of “well- documented.”
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rulesrequire referral of a complaint to another State
entity for review and the State agency is precluded
from further processing of the complaint until it is
returned. In that circumstance, the State agency
should document the required referral and the time
period during which the complaint was not under its
control or authority.

2. Effective Enforcement

Effective enforcement requires that States investigate
complaints, and if allegations are proven, take
appropriate disciplinary or remedial action.

3. Consistent and Equitable Enforcement

Absent specific documented facts or considerations,
substantially similar cases within a State should
resultin similar dispositions.

4. Well-Documented Enforcement

States must obtain and maintain sufficient relevant
documentation pertaining to a matter so as to enable
understanding of the facts and determinations in the
matter and the reasons for those determinations.

a. Complaint Files

Complaint files must:

include documentation outlining the progress of
the investigation;

include rationale for the final outcome of the case
(i.e., dismissal or imposition of discipline);

include documentation explaining any delay in
processing, investigation or adjudication;

contain documentation that all ordered or agreed
upon discipline is tracked and that completion of all
terms is confirmed; and

be organized in a manner thatallows
understanding of the steps taken throughout the
complaint, investigation, and adjudicatory process.
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b. Complaint Logs 3. Statesmust ensure that the system for processing
and investigating complaints and sanctioning
AMCsisadministered in an effective, consistent,

equitable, and well-documented manner.*

States must track all complaints using a complaint
log. The complaint log must record all complaints,
regardless of their procedural status in the
investigation and/or resolution process, including
complaints pending before the State board, Office
of the Attorney General, other law enforcement
agencies, and/or offices of administrative hearings. 5.
The complaint log must include the following
information (States are strongly encouraged to
maintain thisinformation in an electronic, sortable
format):

4. States must track complaints of alleged AMC
misconduct or wrongdoing using a complaint
log.IZS

States must appropriately document enforcement
filesand include rationale.’?®

POLICY STATEMENT 11

Statutory Implementation Period

Title XIand the AMC Rule set forth the statutory
implementation period.’” The AMC Rule was
effective on August 10, 2015. As of 36 months from
that date (August 10, 2018), an AMC may not provide
appraisal management services for a federally related
transaction in a non- participating State unless

1. Case number
2. Name of respondent

3. Actual date the complaint was received by the
State

4. Source of complaint (e.g., consumer, lender, AMC,
bank regulator, appraiser, hotline) or name of

complainant

5. Current status of the complaint

. Date the complaint was closed (e.g., final

disposition by the administrative hearing
agency, Office of the Attorney General, State AMC
Program or Court of Appeals)

. Method of disposition (e.g., dismissal, letter of

warning, consent order, final order)

. Summary of Requirements

. States must maintain relevant documentation

to enable understanding of the factsand
determinationsin the matter and the reasons for
those determinations.'??

. States must resolve all complaints filed

against AMCswithin one year (12 months) of
the complaint filing date, except for special
documented circumstances.'?

122 Title X1§1118 (a),12 U.S.C. § 3347.
123 Id.
124 Id.
125 Id.
126 Id.
127 Title XI§1124 (f)(1),12 U.S.C. § 3353 and 12 CFR 34.210 - 34.216; 12 CFR 225.190 - 225.196; 12 CFR 323.8 -323.14; 12 CFR 1222.20 - 1222.26.
128 Title XI§1124 (f)(2),12 U.S.C. §3353.

the AMCis a Federally regulated AMC. Appraisal
management services may still be provided for
federally related transactions in non-participating
States by individual appraisers, by AMCs that are
below the minimum statutory panel size threshold,
and as noted, by Federally regulated AMCs.

The ASC, with the approval of the Federal Financial
Institutions Examination Council (FFIEC), may
extend this statutory implementation period for
anadditional 12 monthsifthe ASC makesafinding
thata State has made substantial progress toward
implementing a registration and supervision
program for AMCs that meets the standards of
Title XI.128
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Part C: Interim Sanctions

POLICY STATEMENT 12

Interim Sanctions

A. Authority

Title XI grants the ASC authority to impose sanctions
ona State that fails to have an effective Appraiser

or AMC Program.' The ASC may remove a State
credentialed appraiser or a registered AMC from the
Appraiser or AMC Registry on an interim basis, not
to exceed 90 days, pending State agency action on
licensing, certification, registration and disciplinary
proceedingsasan alternative to or in advance of
anon-recognition proceeding.*°In determining
whether an Appraiser or AMC Program is effective,
the ASC shall conduct an analysis as required by
Title XI. An ASC Finding of Poor on the Compliance
Review Report** issued to a State at the conclusion of
an ASC Compliance Review may trigger an analysis
by the ASC for potential interim sanction(s). The
following provisions apply to the exercise by the ASC
ofits authority to impose interim sanction(s) on State
agencies.

B. Opportunity to be Heard or Correct Conditions
The ASC shall provide the State agency with:

1. written notice of intention to impose an interim
sanction; and

2. opportunity to respond or to correct the conditions
causing such notice to the State.

Notice and opportunity to respond or correct the
conditions shall be in accordance with section C,
Procedures.

C.Procedures

This section prescribes the ASC's procedures which
will be followed in arriving at a decision by the ASC to
impose an interim sanction against a State agency.

129 Title X1§1118 (a),12 U.S.C. § 3347.

130 Id.

131 See Appendix A—Compliance Review Process.
132 Title XI§1118 (a),12U.S.C. § 3347.
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1. Notice

The ASC shall provide a written Notice of intention
toimpose an interim sanction (Notice) to the State
agency. The Notice shall contain the ASC's analysis
asrequired by Title XI of the State's licensing and
certification of appraisers, the registration of AMCs,
theissuance of temporary licenses and certifications
for appraisers, the receiving and tracking of
submitted complaints against appraisers and AMCs,
the investigation of complaints, and enforcement
actionsagainst appraisersand AMCs.*? The ASC shall
verify the State’s date of receipt, and publish both the
Notice and the State’s date of receipt in the Federal
Register.

2. State Agency Response

Within 15 days of receipt of the Notice, the State may
submit a response to the ASC's Executive Director.
Alternatively, a State may submit a Notice Not to
Contest with the ASC’s Executive Director. The filing
of a Notice Not to Contest shall not constitute a waiver
oftherightto ajudicial review of the ASC's decision,
findings and conclusions. Failure to file a Response
within 15 days shall constitute authorization for the
ASCto find the facts to be as presented in the Notice
and analysis. The ASC, for good cause shown, may
permit the filing of a Response after the prescribed
time.

3. Briefs, Memoranda and Statements

Within 45 days after the date of receipt by the State
agency of the Notice as published in the Federal
Register, the State agency may file with the ASC's
Executive Director a written brief, memorandum or
other statement providing factual data and policy
and legal arguments regarding the matters set out in
the Notice and analysis.




4. Oral Presentations to the ASC

Within 45 days after the date of receipt by the State
agency of the Notice as published in the Federal
Register, the State may file arequest with the ASC'’s
Executive Director to make oral presentation to

the ASC. If the State has filed a request for oral
presentation, the matter shall be heard within 45
days. An oral presentation shall be considered as

an opportunity to offer, emphasize and clarify the
facts, policies and laws concerning the proceeding,
and is not a Meeting®? of the ASC. On the appropriate
date and time, the State agency will make the oral
presentation before the ASC. Any ASC member may
ask pertinent questions relating to the content of
the oral presentation. Oral presentations will not be
recorded or otherwise transcribed. Summary notes
will be taken by ASC staffand made part of the record
onwhich the ASC shall decide the matter.

5. Conduct of Interim Sanction Proceedings

(a) Written Submissions

Allaspects of the proceeding shall be conducted

by written submissions, with the exception of oral
presentations allowed under subsection 4 above.

(b) Disqualification

An ASC member who deems himself or herself
disqualified may at any time withdraw. Upon receipt
ofatimely and sufficient affidavit of personal bias or
disqualification of such member, the ASCwill rule on
the matter asapartof the record.

(c) Authority of ASC Chairperson

The Chairperson of the ASC, in consultation with
other members of the ASC whenever appropriate,
shall have complete charge of the proceeding

and shall have the duty to conductitina fairand
impartial manner and to take all necessary action to
avoid delay in the disposition of proceedings.

(d) Rules of Evidence

Exceptasisotherwise set forth in this section,
relevant material and reliable evidence thatis not
unduly repetitive is admissible to the fullest extent
authorized by the Administrative Procedure Act
(5U.S.C. §§ 551-559) and other applicable law.
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6. Decision of the ASC and Judicial Review

Within 90 days after the date of receipt by the State
agency of the Notice as published in the Federal
Register, orin the case of oral presentation having
been granted, within 30 days after presentation,

the ASCshallissue a final decision, findingsand
conclusions and shall publish the decision promptly
in the Federal Register. The final decision shall be
effective onissuance. The ASC's Executive Director
shall ensure prompt circulation of the decision to
the State agency. A final decision of the ASCisa
prerequisite to seekingjudicial review.

7. Computing Time

Time computation is based on business days. The
date of the act, event or default from which the
designated period of time begins to run is not
included. Thelast dayisincluded unlessitisa
Saturday, Sunday, or Federal holiday, in which case
the period runsuntil the end of the next day which is
not a Saturday, Sunday or Federal holiday.

8. Documents and Exhibits

Unless otherwise provided by statute, all documents,
papers and exhibits filed in connection with any
proceeding, other than those that may be withheld
from disclosure under applicable law, shall be placed
by the ASC’s Executive Director in the proceeding’s
file and will be available for public inspection and
copying.

9. Judicial Review

A decision of the ASCunder this section shall be
subject tojudicial review. The form of proceeding
forjudicial review may include any applicable form
oflegal action, including actions for declaratory
judgments or writs of prohibitory or mandatory
injunction in a court of competent jurisdiction.’*

133 The proceedingis more in the nature ofa Briefing not subject to open meeting requirements. The presentation isan opportunity for the State to brief
the ASC—to offer, emphasize and clarify the facts, policies and laws concerning the proceeding, and for the ASC members to ask questions. Additional
consideration is given to the fact that this stage of the proceeding is pre-decisional.

134 5U.S.C. § 703 - Form and venue of proceeding.
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Appendix A

COMPLIANCE REVIEW PROCESS

The ASC monitors State Appraiser and AMC
Programs for compliance with Title XI. The
monitoring of State Programsis largely accomplished
through on-site visits known as a Compliance Review
(Review). A Review is conducted over a two- to
four-day period, and is scheduled to coincide with
ameeting of the Program’s decision-making body
whenever possible. ASC staffreviews the Appraiser
Program and the seven compliance areas addressed
in Policy Statements 1through 7. ASC staff reviews
aparticipating State's AMC Program and the three
compliance areas addressed in Policy Statements 8
through 10. Sufficient documentation demonstrating
compliance must be maintained by a State and made
available for inspection during the Review. ASC staff
reviews a sampling of documentation in each of the
compliance areas. The samplingisintended to be
representative of a State Program in its entirety.

Based on the Review, ASC staff provides the State
with an ASC staffreport for the Appraiser Program,
and ifapplicable, an ASC staffreport for the AMC
Program, detailing preliminary findings. The State

is given 60 days to respond to the ASC staff report(s).
At the conclusion of the Review, a Compliance Review
Report (Report) isissued to the State for the Appraiser
Program, and if applicable, a Reportis also issued

for the AMC Program, with the ASC Finding on each
Program'’s overall compliance, or lack thereof, with
Title XI. Deficiencies resulting in non-compliance in
any of the compliance areas are cited in the Report.
“Areas of Concern” which potentially expose a
Program to compliance issues in the future are also
addressed in the Report. The ASC's final disposition is
based upon the ASC staffreport, the State’'sresponse
and staff’s recommendation.

The following chart provides an explanation of

the ASC Findings and rating criteria for each ASC
Finding category. The ASC Finding places particular
emphasis on whether the State is maintaining an
effective regulatory Program in compliance with
Title XI.
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The ASC has two primary Review Cycles: two-year
and one-year. Most States are scheduled on a two-
year Review Cycle. States may be moved to a one-year
Review Cycle ifthe ASC determines more frequent
on-site Reviews are needed to ensure that the State
maintains an effective Program. Generally, States are
placed on a one-year Review Cycle because of non-
complianceissues or serious areas of concerns that
warrant more frequent on-site visits. Both two-year
and one-year Review Cycles include a review of all
aspects of the State’s Program.

The ASC may conduct Follow-up Reviews and
additional monitoring. A Follow-up Review focuses
only on specific areas identified during the previous
on-site Review. Follow-up Reviews usually occur
within 6-12 months of the previous Review. In
addition, as a risk management tool, ASC staff
identifies State Programs that may have a significant
impact on the nation's appraiser regulatory system in
the event of Title XI compliance issues. For States that
represent a significant percentage of the credentials
onthe Appraiser Registry, ASC staff performs annual
on-site Priority Contact visits. The primary purpose
of the Priority Contact visit is to review topical

issues, evaluate regulatory compliance issues, and
maintain a close working relationship with the

State. This is not a complete Review of the Program.
The ASCwill also schedule a Priority Contact visit

for a State when a specific concern is identified that
requires special attention. Additional monitoring
may be required where a deficiency is identified

and reports on required or agreed upon corrective
actions arerequired monthly or quarterly. Additional
monitoring may include on-site monitoring as well as
off-site monitoring.
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State Compliance Review Finding Descriptions

ASCFINDING RATING CRITERIA REVIEW CYCLE*
Excellent - State meets all Title XI mandates and complies with requirements of ASC Policy 2-year
Statements

- State maintains a strong regulatory Program
- Very low risk of Program failure

Good - State meets the majority of Title XI mandates and complies with the majority of 2-year
ASC Policy Statement requirements

- Deficiencies are minorin nature

- Stateis adequately addressing deficiencies identified and correcting them in the
normal course of business

State maintains an effective regulatory Program
Low risk of Program failure

Needs Improvement - State does not meet all Title XI mandates and does not comply with all 2-year with
requirements of ASC Policy Statements additional
- Deficiencies are material but manageable and if not corrected in a timely monitoring

manner pose a potential risk to the Program

State may have a history of repeated deficiencies but is showing progress toward
correcting deficiencies

State regulatory Program needs improvement
Moderate risk of Program failure

Not Satisfactory State does not meet all Title XI mandates and does not comply with all 1-year

requirements of ASC Policy Statements

Deficiencies present a significant risk and if not corrected in a timely manner
pose a well-defined risk to the Program

State may have a history of repeated deficiencies and requires more supervision
to ensure corrective actions are progressing

State regulatory Program has substantial deficiencies

Substantial risk of Program failure

Poor'3

State does not meet Title XI mandates and does not comply with requirements Continuous
of ASC Policy Statements monitoring
Deficiencies are significant and severe, require immediate attention and if not

corrected represent critical flaws in the Program

State may have a history of repeated deficiencies and may show a lack of
willingness or ability to correct deficiencies

« High risk of Program failure

*Program history or nature of deficiency may warrant a more accelerated Review Cycle.

135 An ASC Finding of “Poor” may result in significant consequences to the State. See Policy Statement 5, Reciprocity; see also Policy Statement 12, Interim
Sanctions.
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Appendix B

GLOSSARY OF TERMS

Appraisal management company (AMC): Refers to,
in connection with valuing properties collateralizing
mortgage loans or mortgages incorporated into a
securitization, any external third party authorized
either by a creditor of a consumer credit transaction
secured by a consumer’s principal dwelling or by an
underwriter of or other principal in the secondary
mortgage markets, that oversees a network or panel
of more than 15 certified or licensed appraisersin a
State or 25 or more nationally within a given year—

a. torecruit, select, and retain appraisers;

b. to contract with licensed and certified appraisers
to perform appraisal assignments;

c. tomanage the process of having an appraisal
performed, including providing administrative
duties such asreceiving appraisal orders and
appraisal reports, submitting completed appraisal
reports to creditors and underwriters, collecting
fees from creditors and underwriters for services
provided, and reimbursing appraisers for services
performed; or

d. toreview and verify the work of appraisers.

AQB Criteria: Refers to the Real Property Appraiser
Qualification Criteria as established by the Appraiser
Qualifications Board of the Appraisal Foundation
setting forth minimum education, experience

and examination requirements for the licensure
and certification of real property appraisers,

and minimum requirements for “Trainee” and
“Supervisory” appraisers.

Assignment: Asreferenced herein, for purposes of
temporary practice, “assignment” means one or more
real estate appraisals and written appraisal report(s)
covered by a single contractual agreement.

Complaint: As referenced herein, any document
filed with, received by, or serving as the basis for
possibleinquiry by the State agencyregarding alleged
violation of Title XI, Federal or State law or regulation,
or USPAPby a credentialed appraiser or appraiser
applicant, for allegations of unlicensed appraisal
activity, or complaints involving AMCs. A complaint
may be in the form of a referral, letter of inquiry, or
other document alleging misconduct or wrongdoing.

Credentialed appraisers: Refers to State licensed,
certified residential or certified general appraiser
classifications.

Disciplinary action: Asreferenced herein,
corrective or punitive action taken by or on behalf of
a State agency which may be formal or informal, or
may be consensual or involuntary, resulting in any of
the following:

revocation of credential or registration

a.
b. suspension of credential or registration

g]

. written consent agreements, orders or reprimands

o,

. probation or any other restriction on the use ofa
credential

e. fine

f. voluntary surrender®

g. otheractsas defined by State statute or regulation
asdisciplinary

With the exception of voluntary surrender,
suspension or revocation, such action may be exempt
fromreporting to the National Registry if defined by
State statute, regulation or written policy as “non-
disciplinary.”

Federally related transaction: Refers to any real
estaterelated financial transaction which:

a. afederalfinancial institutions regulatory agency
engagesin, contracts for, or regulates; and

b. requiresthe services of an appraiser. (See Title X1 §
1121 (4),12 U.S.C. §3350.)

136 Avoluntary surrender thatis not deemed disciplinary by State law or regulation, or is not related to any disciplinary process need not be reported as
discipline provided the individual’s Appraiser Registry record is updated to show the credential is inactive.
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Federal financial institutions regulatory
agencies: Refers to the Board of Governors

of the Federal Reserve System, the Federal

Deposit Insurance Corporation, the Office of the
Comptroller of the Currency, and the National
Credit Union Administration. (See Title XI§1121 (6),
12U.S.C. §3350.)

Home State agency: Asreferenced herein, State
agency or agencies that grant an appraiser a licensed
or certified credential. Residency in the home State
isnot required. Appraisers may have more than one
home State agency.

Non- federally recognized credentials or
designations: Refers to any State appraiser
credential or designation other than trainee, State
licensed, certified residential or certified general
classifications as defined in Policy Statement 1, and
which is notrecognized by Title XI.

Real estate related financial transaction: Any
transaction involving:

a. thesale,lease, purchase, investmentin or
exchange of real property, including interests in
property, or the financing thereof;

b. therefinancing of real property or interestsin
real property; and

c. theuseofreal property orinterests in property
as security for aloan or investment, including
mortgage-backed securities.

(See Title XI§1121 (5),12 U.S.C. 3350.)

State: Any State, the District of Columbia, the
Commonwealth of Puerto Rico, the Commonwealth
ofthe Northern MarianaIslands, Guam, and the
United States Virgin Islands. (American Samoa does
not have a Program.)

State board: Asreferenced herein, “State board”
means a group of individuals (usually appraisers,
AMC representatives, bankers, consumers, and/or
real estate professionals) appointed by the Governor
orasimilarly positioned State official to assist or
oversee State Programs. A State agency may be
headed by aboard, commission or an individual.
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Uniform Standards of Professional Appraisal
Practice (USPAP): Refers to appraisal standards
promulgated by the Appraisal Standards Board of
the Appraisal Foundation establishing minimum
requirements for development and reporting of
appraisals, including real property appraisal. Title XI
requires appraisals prepared by State certified and
licensed appraisers to be performed in conformance
with USPAP.

Well-documented: Means that States obtain

and maintain sufficient relevant documentation
pertaining to a matter so as to enable understanding
ofthe facts and determinationsin the matter and the
reasons for those determinations.
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