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STATE OF ALASKA BILL VERSION: 34j(L&C

1990 LEGISLATIVE SESSION PUBLISHDATE: HOUSE 3/8/90

" FISCAL NOTE

AgencyAflacad; Comnerce & Economic Dev.

REQUEST

RevisionDie: i - —_—
Title: An Agdelating ®? CertffICfllipn BRU; OccuDatlonal Llcensinn—- ——
of real estate appraisers: . ¢ . -3 —

= Sponsor: Representative Navarre ~ - ~

Requestor:  House Labor & Commerce

EXPENDITURES/REVENUES:  (Thousands of Dollars)
OPERATING FY 91 FY 92 FY 93 FY 94 FY 95 FY %

PERSONAL SERVICES

E%?\I%CTUAL
SUPPLIES
IIE(AQUIPI\/IENT

ND ASTRUCTURES
GRANTS. CLAIMS
MISCELLANEQUS
TOTAL OPERATING

CAPITAL L 0 0 : : 0

RE'/ENUE 60.0 0 60.0 g -jSILTI n

FUNDING: (Thousand! of Pollan)

GENERALFUND
FEDERALFUNDS
GF/PR

POSITIONS:

FULL-TIME 0 0 0 0 0 0
PART-TIME 1 1 1 1 1 1
TEMPORARY 0 0 0 0 p _Q_

ANALYSIS : (Attachaseparatepageifnecessary) The billestablishes a five-member
Board of Real Estate Appraisers to establish examination and continuing

education requirements for certification of (generalreal estate appraisers
and residential real estate appraisers. Thedivision has received information
that approximately 200 individuals may apply and seek certification upon

passage ofthis legislation. (CONTINUED)
Preparedby :  Jennifer Strfckler. Administrativeflffirer phone:
Division Occupational Licensing (N JIS3/9&

Approved by Commissioner: Larrv Merrill Date: 2 . 7 C

Agency: Department of Cotmierce A Economic Development.

Distribution (bypreparer):
Legislative Finance
Legislative Sponsor
Requestor
Office of Management and Budget ]
Impacted Agcneypes)
JS/dgl 6351D-1/22390c
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This fiscal note represents the cost of certifying real estate appraisers with a
three-member boar. and using an estimate of 200 individuals who may qualify for
certification. Costs of the program are projected based on the number of individuals
certified, Tierefore, using 200 individuals as a base, the real estate appraiser
certification program will be responsible to cover less than one percent (076) of the
division’s operating costs, in addition to funds required to carry out specific mandates
of the bill. A breakdown ofthese costs is as follows:

Personal Services:

One Seasonal Occupational Licensing Examiner | $175
Six months, GGU, Range 12A

Travel: $18.4

In FY 91, this funding will provid i for four face-to-face meetings: two
in Anchorage, one in Juneau, and one in Fairbanks; assuming two
members are appointed from Anchorage, two from Juneau, ana one
from Fairbanks, and three division stan to attend each meeting. This
funding will also provide travel to administer the examination in
various locations throughout the state.

In FY 92, board meetings are reduced to three mth travel provided to
administer the examination in various locations.

FY 93 and forward, board meetings are reduced to two each year and
travel funds to administer the examination in various locations
throughout the state.

Contractual: $25.0

This fiscal note provides $10.0 for development of a professional
certification examination in the first year. Currently, there are
testing agencies with meal estate appraiser examinations and,
therefore, only those questions specific to Alaska will need to be
developed. An additional $150 will fund printing, advertising,
postage and communication costs.

Supplies: $ 13
Funding will provide standard office supplies.

TOTAL: $62.2

REVENUE:

The revenues are based on 200 individuals paying a certification fee of $150 per year.
Because certifications are issued for a two-year period, revenues are doubled every
other year. As indicated, certification fees of 200 certified individuals will not cover
program costs and, therefore, the program will have to be covered by other licensing
areas renewing in those years or supplemented with general funds.

6351D-2/22390c
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Original sponsor(s): REP. NAVARRE, Swackhammer

IN THE HOUSE BY THE FINANCE COMMITTEE
CS FOR HOUSE BILL NO. 523 (Finance)
IN THE LEGISLATURE OF THE STATE OF ALASKA
SIXTEENTH LEGISLATURE - SECOND SESSION
A BILL
For an Act entitled: "An Act relating to certification of real estate
appraisers; and providing for an effective date."
BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:
* Section 1. AS 08 is amended by adding a new chapter to read:
CHAPTER 87. REAL ESTATE APPRAISERS.

ARTICLE 1. BOARD OF CERTIFIED REAL ESTATE APPRAISERS.

Sec. 08.87.010. BOARD CREATED. There 1is created in the Depart—
ment of Commerce and Economic Development the Board of Certified Real
Estate Appraisers. The board is composed of five members appointed by
the governor. At least one member shall be a person licensed under
this chapter as a general real estate appraiser, at least one member
shall be a person licensed under this chapter as a residential real
estate appraiser, at Uleast one member shall be an executive 1iIn a
mortgage banking entity, and at least one member shall represent the
public. The board shall elect a chair from among its membership.

Sec. 08.87.020, POWERS AND DUTIES OF BOARD. In addition to the
powers and duties conferred on the board by AS 08.01, the board shall

(1) establish the examination specifications for certifica—
tion as a general real estate appraiser and as a residential real
estate appraiser;

(2) adopt rules of professional conduct to establish and
maintain a high standard of integrity in the real estate appraisal
profession; and

(3) adopt regulations necessary to carry out the purposes

CSHB 523 (Fin)
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of this chapter.
ARTICLE 2. CERTIFICATION.

Sec. 08.87.100. CERTIFICATE REQUIRED. A person 1is guilty of a
class B misdemeanor who

(1) does not hold a certificate issued by the board, whose
certificate is suspended or revoked, or whose certificate has lapsed,
and holds out as a certified real estate appraiser in any way, orally
or in writing, directly or by implication; or
(2 is certified as a residential real estate appraiser and
holds out as certified to appraise real estate other than
(A) residential real property of four or fewer units;
or
(B) residential real property of 12 or fewer units
when a net income capitalization analysis is not required b the
terms of the appraisal assignment and a secondary mortgage market
form is used.

Sec. 08.87.110. REAL ESTATE APPRAISER CERTIFICATE. (a) The
board shall issue a general real estate appraiser certificate to a
person who presents evidence satisfactory to the board that the person

(1) has successfully completed 150 or more classroom hours
of instruction 1in subjects related to real estate appraisal from an
appraisal organization or academic institution approved by the board;

2 has successfully completed 15 classroom hours of in—
struction related to standards of professional practice as a real
estate appraiser;

A) has within the seven years 1immediately preceding the
filing of the application for certification four years of experience

in real

tered trainee under AS 08.87.310

CSHB 523 (Fin) -2



(4) successfully completes an examination prescribed by the
board;

(5) has not been convicted of a crime 1involving moral
turpitude; and

(6) has paid the required fees.

(b) The board shall issue a residential real estate appraiser
certificate to a person who presents evidence satisfactory to the
board that the person

(1) meets the requirements of (a)(2) and (4) - (6) of this
section;

2 has successfully completed 60 hours of classroom in- ;
struction 1in subjects related to residential real estate appraisal
from an appraisal organization or academic institution approved by the
board; and

©) has within the five years 1immediately preceding the
filing of the application for certification three years of experience
in real property appraisal or two years of experience as a registered
trainee under AS 08.87.310.

(©) Notwithstanding (a) and (b) of this section, the board
shall, without requiring the examination specified in (a)(4) of this
section, issue a general real estate appraiser or residential real
estate appraiser certificate to a person who can, by evidence satis—
factory to the board, show that the person

D has been certified in another state that has cer
tion requirements substantially equivalent to the requirements estab—
lished by this chapter and by regulation”™ issued by the board under
this chapter, and that provides for certification of nonresidents
under conditions similar to those set out in this subsection .and

without discriminatory costa

CSHB 523 (Fin)



(2) is not the subject of an unresolved complaint or disci—
plinary action before an authority regulating real estate appraisers
or a professional real estate appraisersl association;

(3) has not failed the examination for certification as a
real estate appraiser in this state;

4) has not had certification as a real estate appraiser
revoked or suspended in this state or in another jurisdiction;

(5) has submitted proof of continued competency satisfac—
tory to the board;

(6) successfully completes anexamination that may be
prescribed by the board relating to appraisal matters wunique to
Alaska; and

(7) has paid the required fees.

(d A certificate may be issued to a natural person only. A
certified real estate appraiser may sign an appraisal report on behalf
of a corporation, partnership, firm, or group practice.

(e) The board may provide for the limited certification of
persons not meeting the qualifications prescribed in this- section and
may prescribe qualifications for [limited certification. Persons
receiving limited certification under this subsection may perform an
appraisal that would otherwise require an appraiser certified under
(@) - (c) of this section only if

D the property being appraised is located in a sparsely
settled area of the state;

(2) the cost of an appraisal by an appraiser certified
under (a) - (¢) of this section would be unreasonably high with regard

to the value of the property being appraised; and



Sec. 08.87.120. CONTINUING EDUCATION REQUIREMENTS FOR RENEWAL OF
CERTIFICATE. (a) The board may not renew a certificate issued under
this chapter unless the person applying for renewal presents evidence
satisfactory to the board that the person has, within the two years
preceding the application for renewal, attended 40 classroom hours of
instruction in courses or seminars that have received the approval of
the board.

(b) The board may grant credit toward some or all of the re—
quirements of (a) of this section to a person who has

(1) successfully completed a program of study determined by
the board to be equivalent for continuing education purposes to a
course or seminar approved by the board for continuing education
credit; or

(2) participated, other than as a student, in educational
programs that related to real estate analysis or real property ap-—
praisal theory, practice, or technique, including teaching, program
development, and preparation of textbooks, monographs, articles, and
other instructional materials.

(c) The board shall adopt regulations on continuing education to
ensure that persons applying for renewal of certificates have thorough
knowledge of current theories, practices, and techniques of real
estate analysis and appraisal. The regulations must provide for

(1) procedures for the sponsor of a course or seminar to
apply for board approval for continuing education credit; the regu—
lations must require the sponsor to show that claimed attendance at a
course or seminar can be verified; and

(2) procedures for evaluating equivalency claims for appli-
cants for certificate renewal under (b) of this section.

(d) In considering whether to approve courses and seminars under

-5- CSHB 523(Fin)
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this section, the board shall give special consideration to courses,
seminars, and other appraisal education programs developed by or under
the auspices of organizations or associations of professional real
estate appraisers that are utilized by those organizations or asso-—
ciations for the purposes of awarding real estate appraisal desig—
nations or of indicating compliance with the continuing education

requirements of the organizations or associations.

(e) An amendment or repeal of a regulation adopted by the boal

under this section shall not operate to deprive a person holding a
certificate under this chapter of credit toward renewal of the per—
son"s certificate for a course of instruction or seminar that had been
completed by the person before the amendment or repeal of the regu-—
lation.
ARTICLE 3. PROHIBITED PRACTICES AND
DISCIPLINARY PROCEEDINGS.

Sec. 08.87.200. PROHIBITED PRACTICES. A certified real estate
appraiser may not

(1) act negligently or incompetently or fail without good
cause to exercise reasonable diligence 1in developing an appraisal,
preparing an appraisal report, or communicating an appraisal;

(2 wilfully disregard or violate a provision of this
chapter or of a regulation adopted by the board under this chapter;

3) fail to comply with the Uniform Standards of Profes—
sional Appraisal Practice adopted by the Appraisal Standards Board of
the Appraisal Foundation;

(4) accept a fee for an appraisal assignment that is con-—
tingent upon the appraiser reporting a predetermined estimate, analy-

sis, or opinion or upon the opinion, conclusion, or valuation reached,

or upon the consequences resulting from the appraisal assignment;
|
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(5) knowingly make a false statement, submit false informa—
tion, or fail to provide complete information in response to a ques—
tion in an application for certification or for renewal of a certifi—
cate; or

(6) violate the confidential nature of government records
to which the person gains access through retention as an appraiser by
the government agency.

Sec. 08.87.210. DISCIPLINARY PROCEEDINGS. The board may exer—
cise its disciplinary powers under AS 08.01 .075 1 :, after hearing, the
beard finds a certified real estate appraiser has

(1) violated a provision of this chapter or a regulation
adopted by the board under this chapter;

(2) been convicted of a crime that involves moral turpi-—
tude ; or

(3) committed, while acting as a real estate appraiser, an
act or omission involving dishonesty, fraud, or misrepresentation with
the 1intent to benefit the appraiser or another person or to injure
another person.

ARTICLE 4. GENERAL PROVISIONS.

Sec. 08.87.300. RETENTION OF RECORDS. (@) A certified real
estate appraiser shall retain for not less than three years copies of
all written contracts engaging the appraiser®s services for real
property appraisal work, and all reports and supporting data assembled
and formulated by the appraiser in preparing the reports.

(b) The three-year period specified in (@) of this section
retention of records 1is applicable to each engagement of the services
of the appraiser and commences upon the date of the submittal of the

appraisal reports to the client unless, within the three-vear neriod.
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litigation, 1in which case the three-year retention period commences
upon the date of the final disposition of the litigation.

(c) All records that a certified appraiser must maintain under
(a) of this section shall be made available to the board or department
for inspection and copying upon reasonable notice to the appraiser.

Sec. 08.87.310. REGISTERED TRAINEES. (&) A person engaged 1in
the practice of real estate appraisal who is employed by or under the
direct supervision of a certified real estate appraiser may become a
registered trainee by submitting proof to the board that the person
has successfully completed at least 30 classroom hours of courses 1in
subjects related to real estate appraisal from an appraisal orga—
nization or academic institution approved by the board.

(b) A registered trainee may prepare or assist in the prepara—
tion of an appraisal report issued by a certified real estate apprais—
er if the report is also signed by the certified real estate appraiser
and 1f the certified real estate appraiser accepts full responsibility
for the report.

Sec. 08.87.320. ACTIONS BY UNCERTIFIED REAL ESTATE APPRAISERS
PROHIBITED. A person may not bring an action in a court of this state
for compensation for an act done or service rendered as a certified
real estate appraiser if the person did not hold a certificate under
this chapter at the time that the person performed the act or service
or offered to perform the act or service.

Sec. 08.87.330. EXEMPTIONS. This chapter does not apply to a
person who appraises real estate as part of the tax assessment process
of a municipality.

Sec. 08.87.340 APPRAISALS BY UNCERTIFIED APPRAISERS PERMITTED
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the person does not hold out to be a certified appraiser and if ap—
praisal by a certified appraiser is not required by federal law.
Sec. 08.87.900. DEFINITIONS. In this chapter

¢H) "analysis assignment”™ means an analysis, opinion, or
conclusion prepared by a real estate appraiser that relates to the
nature, quality, or utility of certified real estate or real property;

(2) "appraisal™ means an analysis, opinion, or conclusion
prepared by a real estate appraiser relating to the nature, quality,
value, energy efficiency, or utility of specified interests 1in, or
aspects of, identified real estate, and includes a valuation ap-—
praisal,, an analysis assignment, and a review assignment;

(3) "appraisal assignment” means an engagement for which an
appraiser 1is employed or retained to act, or would be perceived by
third parties or the public as acting, as a disinterested person
rendering an unbiased analysis, opinion, or conclusion relating to the
nature, quality, value, or utility of specified interests 1in, or
aspects of, identified real estate;

(4) Tappraisal report”™ means any communication, written or
oral, of an appraisal;

(%) "board™ means the Board of Certified Real Estate Ap-—
praisers ;

(6) "department™ means the Department of Commerce and
Economic Development;

(7) "general real estate appraiser” means a real estate
appraiser certified to appraise all types of real property;

(8) "real estate™ means an 1identified parcel or tract of
land, 1including improvements, but excluding subsurface natural re—

source values;



benefits, and rights inherent in the ownership of real estate;

(10) “"residential real estate appraiser”™ means a real estate
appraiser certified to appraise residential real property, subject to
the limitations of AS 08.87.100(2);

(1D "review assignment™ means an analysis, opinion, or
conclusion prepared by a real estate appraiser that forms an opinion
as to the adequacy and appropriateness of a valuation appraisal or an
analysis assignment;

(12) "valuation appraisal™ means an analysis, opinion, or
conclusion prepared by a real estate appraiser that estimates the
value of an 1identified parcel of real estate, or identified real
property at a particular time.

* Sec. 2. AS 08.01.010 1s amended by adding a new paragraph to read:

(3D Board of Certified Real Estate Appraisers (AS 08.87.-
010).

* Sec. 3. AS 08.03.010(c) 1is amended by adding a new paragraph to read:

(24) Board of Certified Real Estate Appraisers (AS 08.87.-
010) - June 30, 1994.

* Sec. 4. AS 44.62.330(a) 1is amended by adding a new paragraph to read:

(55) Board of Certified Real Estate Appraisers.

* Sec. 5. INITIAL APPOINTMENTS TO THE BOARD OF CERTIFIED REAL ESTATE
APPRAISERS. Notwithstanding AS 08.87.010, as enacted by sec. 1 of this
Act, a person is eligible for an initial appointment as an appraiser member
of the Board of Certified Real Estate Appraisers 1if the person has at least
10 years of experience as a real estate appraiser or if the person is a
designated member in good standing of a real estate appraisal organization

that, as of January 1, 1989, required appraisal experience, appraisal
education, and tr .ting to become a member, and required adherence to gen—

erally accepted standards of professional practice 1in order to retain

CSHB 523(Fin) -10-



designated membership.

* Sec. 6. AS 08.87. 100, enacted by sec. 1 of this Act, takes effect
July 1, 1991.

* Sec. 7. Except for AS 08.87.100, enacted by sec. 1 of this Act, this

Act takes effect July 1, 1990.
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OFFERED IN THE HOUSE

TO: CSHB 523(L&C)

Page 8, following line 15:
Insert a new section to read:
"Sec. 08.87.340. APPRAISALS BY UNCERTIFIED APPRAISERS PERMITTED.
Nothing 1in this chapter precludes a person who 1is not certified as a
real estate appraiser from appraising real estate for compensation if
the person does not hold out to be a certified appraiser and if ap—

praisal by a certified appraiser is not required by federal law."

-1- 3/29/90



OFFERED IN THE HOUSE

TO: CSHB 523 (L&C)

Page k, following line 18:
Insert a new subsection to read:-

"(e) The board may provide for the limited certification of
persons not meeting the qualifications prescribed in this section and
may prescribe qualifications for Jlimited certification. Persons
receiving limited certification under this subsection may perform an
appraisal that would otherwise require an appraiser certified under
(@ - (c¢) of this section only if

(D the property being appraised is located in a sparsely
settled area of the state;

(2 the cost of an appraisal by an appraiser certified
under (a) - (c¢) of this section would be unreasonably high with regard
to the value of the property being appraised; and

(3) the appraisal by the person 1is consistent with federal

law.

3/29/90



Representative Mike IMavarre

Memorandum March 22, 1990

epresentative |Lyman Hoffman & Representative Ren Larson, Co-
C arrmg House Frh/ ance Committee. P

From: Representative Mike

Subject: House Bill 523, An act relating to the certification of real estate
apdrarsers

HB ?23 addresTes an urgent mandate from the Federal overnment to certrtx
an rcense rﬁ estate %perarsers The federal regurre (s IS contained |
the Financia nstrtutrons eorm Recover norcemen% Act of

e,

989 the thrift bailout bi on ress gted based on the Tfindings

tat the major, cause o} th £150 b%n savrns and ?oan c%fapse were r}

inflated ap fr isals and ( 3 conflicts of rnterest amo sq aP ralSers, trr

gﬁ rators, real estate evejopers FIWREA also e Jabs rt the Appraisal
committee to monitor and assiststate licensing” and" ccrtificaiion actrvrty

Importance,of .FIRREA to Alaska

After July 1, 1991 all appraisals in connectronwrth federaIIY related, funds |

hi hway etc must he Per formed b State certified or ||censed
rarsers he tat aska at this trme as no re t”remer]s relating 1o
[aISers. [ 8qrslatrorg ﬁhrs sea (?n ely require” hiring
a raisers rom the ower4 ederally funded projects.

Significant., points necessary in order to conform to Federal

1) Set up independent requlatory agency that answers to the Governor.

2) . The board charrman sh%uld not be ac rvelg engage rn the a ected ,
bysiness_ for the term 3 elr office. or [) reasonable time aficr gavrng
office  The hoard should not be dominated by any one industry' or tra

g pgrarser certi rcatron/lrcensrn? actrvrtre? should not he conducted by the
fficials that are responsible for real estate regulation.
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Tty

i:rn led pr |ser ust satis cntera establ hed by the Afgrawal
uall catlon oar ppraisél Foun atign an %lseh ass a et

examination con3|stent Wlth E{pralsa Foyndation 8
educatlonal [equirements.

appralsers must meet state testing, experience, an

5) "Grandf.athen nail 1S not allowed.

EJ The Legislatyre by enacting the roper law du m\g/ tltns session would . allow
fficient time for those now engagd In appraisal Work the necessary time to

become certified and licensed.

Amendments from the House Labor & Commerce Committee

1) Page 1, line 28 through line 1 on page 2— rules of professional conduct.

2) Page 7, Section 08.87.300 was deleted. This section would have permitted
uncertified appraisers to market their services to the public.

3) Page 8, line 13 through line 15 municipal tax assessors arc exempt.
4) Page 9, lines 11 & 12 - excluding subsurface natural resource values.
Contact  person: Tom Ackerly (3779)/ Capitol 24
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LEGISLATIVE AFFAIRS AGENCY

March 22, 1990

SUBJECT: Sectional analysis of CSHB 523 (L&C)
(Work Order Mo. 6-2165)
TO: Representative Mike Navarre
i "TtC
FROM: John B. Gaguine -

Legislative Counsel

You have requested a sectional analysis of the above
described bill.

As a preliminary matter, note that a sectional analysis or
summary of a bill should not be considered an authoritative
interpretation of the bill and the bill itself is the best
statement of its contents. ITf you would like an interpreta—
tion of the bill as it may apply to a particular set of cir—
cumstances, please advise.

Section 1 of the bill enacts a new chapter, AS 08.87, to the
occupational licensing title. AS 08.87 would provide for
the certification of real estate appraisers.

Article 1 establishes a Board of Certified Real Estate Ap—
praisers. The board would consist of four members appointed
by the governor - two appraisers, one mortgage banker, and
one public member - and the executive director of the Alaska
Housing Finance Corporation (or the director"s designee).
The board would, in addition to the powers it has under

AS 08.01 (the centralized licensing statute), establish the
examination specifications for certification as a general
real estate appraiser and as a residential real estate ap—
praiser (a person who is only certified as an appraiser for
residential property of up to four, or 1in some cases twelve,

units), and adopt rules of professioi al conduct for apprais—
ers .

Article 2, AS 08.87.100 makes it a misdemeanor for a person
to hold out as a certified appraiser if the person is not
appropriately certified. AS 08.87.110 prescribes the
requirements for certification, including the education and
experience necessary; subsection (c) provides for Alaska
certification of persons certified by other states if those
states have requirements equivalent to Alaska®s and if those
states would recognize Alaska certification. AS 08.87.120



provides that applicants for renewal of certification must
meet continuing education requirements, and sets out those
requirements.

In Article 3, AS 08.87.200 prohibits certain practices, such
as acting negligently, violating AS 08.87, failing to comply
with the Uniform Standards of Professional Appraisal Prac—
tice, accepting a contingent fee, making false statements 1in
connection with an application for certification, and violat—
ing confidential records. AS 08.87.210 provides that an
appraiser may lose certification if the person violates

AS 08.87 or a board regulation, 1is convicted of a crime
involving moral turpitude, or commits a fraudulent act as an
appraiser.

Article 4 contains general provisions. AS 08.87.300 requires
certified appraisers to retain records for at least three
years. AS 08.87.310 creates the category of registered
trainees, who must work under certified appraisers. AS 08.-
87.320 forbids a person for suing in Alaska for fees for

work done as a certified appraiser if the person was not
certified.

AS 08.87.330 excludes from the coverage of the chapter per—
sons appraising real estate as part of the tax assessment
process of a municipality. Finally, AS 08.87.900 defines
several terms used in AS 08.87; it excludes from the defini—
tion of "real estate"” subsurface natural resource values.

Section 2 makes the Board of Certified Real Estate Ap—
praisers subject to AS 08.01, the centralized licensing
chapter.

Section 3 creates a sunset date for the board of June 30,
tw r . -

Section 4 provides that the board is subject to the adminis—
trative adjudication provisions of the Administrative Proce—
dure Act, AS 44.62.

Section 5 prescribes the qualifications of the initial
appraiser appointees to the board.

Sections 6 and 7 provide for effective dates. The Act would
take effect on July 1, 1990, except for the provision making
it a crime for an uncertified person to hold out as certi—
fied, which takes effect on July 1, 1991.

JBG:mi
wkmi6/060



Conference
of Slate
Legislatures

William T. Pound
Executive
Director

44

North

Capitol

Street. N.W.
&jﬁhington, D.C.

02 624-5400

IBIEH

“Information Alert"

is a publication
of the

NCSL Office of
State-Federal
Relations

that provides
up-to-date
information

on issues under
consideration
by Congress or the
Adminstration.

A & B K T
January 22. 1990

APPRASAL b CERYI EarTO G Hear B ATE RepRA RS OIS

The Appraisal Subcommittee of the Federal Financial Institutions Examination Council
on January 18 released guidelines for state certification and licensing of real estate
appraisers. The guidelines should be helpful to states attempting to meet a federal
requirement that appraisers be licensed and certified for federally-related real estate
transactions.

NF O k M AT 1 0O M

The federal requirement is contained in Title XI of the Financial Institutions Reform,
Recovery, and Enforcement Act of 1989 (the thrift bailout bill or FIRREA). Congress
acted based on findings that major causes of the $150 billion savings and loan
collapse were (1) inflated appraisals and (2) conflicts of interest among appraisers,
thrift operators, and real estate developers. FIRREA also established the Appraisal
Subcommittee to monitor and assist state licensing and certification activity.

The guidelines issued by the Subcommittee on January 18 address some of the
ambiguities about what form of state regulation would be acceptable for federally-
related real estate transactions, in particular it addresses ambiguities about the
independence and administrative location of state appraisal regulation agencies and
about "grandfathering" of appraisers.

Location and Independence of Agency

The Appraisal Subcommittee expressed its preference for a totally independent
regulatory agency answerable to the governor, as the best means of insulating the
agency from the influence of industries and individuals with a financial interest in
appraisal licensure and certification. Atthe same time, the subcommittee recognized
that there may be fiscal constraints or other legitimate reasons wny a separate agency
cannot be established. In such circumstances, according to the Subcommittee, "the
appraisal certification and licensing function should be located within a state regulatory
body which is structured to adequately eliminate the influences of an affected industry
over the appraisal function.”

In addition, to insure the independence of the agency, appointment of the agency
head or board should not be made by a person or persons affiliated with an affected
industry. Similarly, an agency head should not be actively engaged in an affected
business for the term of nis or her appointment and for a reasonable period of time
after leaving office. And, any agency board or commission should not be dominated
by any one industry or profession. The guidelines explicitly Drovide that appraisal
licensing and certification activities should not be conducted by the same officials
responsible for real estate regulation and that agency licens ng, certification, and
disciplinary decisions should be subject to review only by the courts.

(over)



110yuivoiu iag reiterate tha qualification criteria in FIRREA. In brief, ce rtified appraisers
must satisfy criteria established by the Appraisal Qualifications Board of the Appraisal
Foundation and must pass a state examination consistent with Appraisal Foundation
guidelines. Licensed appraisers must meet state testing, experience, and educational
requirements.

"Grandfathering” is prohibited. The guidelines provide that: "No individual or group of
individuals shall be deemed exempt from meeting the criteria established for licensing
and certification, or be otherwise 'grandfathered' into the system."

States are prohibited from requiring that an applicant for appraisal certification or
licensing hold another occupational license. States must ensure that a code of
professional responsibility is incorporated into appraisal licensing and certification
requirements.

Comments

Comments on the guidelines which will be published in the Federal Register should be
sent to: Appraisal Subcommittee, FFIEC, 1776 G Street NW, Washington, D.C. 20006.
The subcommittee may wish to issue additional policy guidelines.

-Staffcontact: B ill Waren.



ATPRAXSAL SUBCOMMITTEE
GUIDELINES REGARDING
STATE CERTIFICATION AND LICENSING OF APPRAISERS

Title XI of the Financial Institutions Reform, Recovery, and Enforcement
Act of 1989 (FIRREA) establishes an Appraisal Subcommittee of the Federal
Financial Institutions Examination Council. The responsibilities of the
Appraisal Subcommittee include, among other things, monitoring the
appraiser certifying and licensing agencies, which states may establish to
carry out the purposes of Title XI. Section 1116 (d) of this Title
instructs the Subcommittee not to recognize appraiser certifications and
licenses from states whose appraisal policies, practices or procedures are

found to be inconsistent with Title XI.

The legislative history accompanying Title Xl indicates that states should
adopt an organizational structure for implementing their appraiser
licensing, certification and supervision functions that avoids potential
conflicts of interest. Recognizing that each state has fiscal constraints
or other factors that could influence the structure and location of the
agency charged with licensing and certifying appraisers, the legislative
history also indicates a desire to avoid imposing any particular
organizational structure upon the states. However, while this suggests
that a state could choose to locate the appraisal regulatory function in
the same department as the regulation of real estate licensing, promotion,
development or financing functions (hereinafter "realty related
activities"), the organizational structure of the department must provide *

adequate safeguards to ensure that the appraisal regulatory function is

independent of realty related activities.



In response to numerous requests from states and other interested parties,
the Subcommittee is issuing these guidelines to assist the states,
territories and the District of Columbia in the establishment of
appropriate organizational structures for licensing and certifying
appraisers. The guidelines are intended to facilitate the implementation
of Title XI, promote the independence of the appraisal regulatory
function, reduce conflicts of interest, and address the grandfathering and
dual licensing of appraisers. Given the importance of these objectives,
the Subcommittee will accept and consider public comments on the issues

addressed by these guidelines.

GUIDELINES

LOCATION 07 TEE AGENCY

The Subcommittee believes it is preferable that the certification and
licensing function be established as a totally independent regulatory
agency answerable to the governor or a cabinet level officer who has no
regulatory responsibility for realty related activities. (In these
guidelines, the appraisal regulatory body will bo referred to as the
"agency", although it nay also be a board, commission, or individual).
Such a structure would provide maximum insulation for the agency from
influencos of any industry or organization whose members have a direct or
indirect financial interest in the outcome of the agency®s decisions

(hereinafter "affected industry").



If, due to fiscal or other constraints, a separate agency is not feasible,
the appraisal certification and licensing function should be located
within a state regulatory body which is structured to adequately eliminate

the influences of an affected industry over the appraisal function.

APPOINTMENT OF TEE AGENCY EEAD

The appointment of the agency head or members of the appraisal board
should be made by an individual or committee not associated or affiliated
with an affected industry. (An individual would be affiliated or
associated with an affected industry if the individual had a direct or

indirect pecuniary interest in the industry).

To illustrate:

An autonomous agency head, appointed by the governor and subject
to confirmation by the legislature would generally be considered

to be properly appointed.

An individual or board chosen by or answerable to a committee or
commission comprised of a majority of real estate appraisers,
real estate brokers, financial institution executives or other
members of an affected industry would not meet the criteria for

being independently appointed.



INDEPENDENCE FROM AFFECTED INDUSTRIES

If the agency is directed by an individual, that person should not be

actively engaged in the appraisal business or any other affected industry

for the term of appointment or employment, and for a reasonable period

thereafter.

If the agency is directed by a board or commission, the members of that
board should represent the broad public interest, and the statute,
regulation, or.ordar creating that body should not permit a aajority of

the board to come from or be dominated by any one industry or

profession. Moreover, -after its initial establishment, the composition
of the board should continue to remain free from domination by any one

industry or profession.

INDEPENDENCE OF DECISION MAKING

Decisions as to whether to license and certify, to discipline or to

de-license or ds-cartify appraisers should not be cade by the same state

officials whose responsibilities include realty related activities.

Decisions of the state appraiser regulatory agency regarding whether to
license or certify, to discipline or to de-license or de-cartify

appraisers should bs final administrative action subject only to

appropriate judicial review.



eci to tn« licensing or certification provisions of
Title XI must be qualified through appropriate testing and experience

requirements established by state law.

Certified: Individuals designated as certified real estate
appraisers shall have, at a minimum, 1) satisfied the criteria for

certification issued by the Appraisal Qualifications Board of the

Appraisal Foundation, and, 2) passed a state administered examination

which is consistent with the Uniform State Certification Examination

issued or endorsed by the Appraisal Qualifications Board of the

Appraisal Foundation.

Licensed: States should establish meaningful qualification standards

for licensed appraisers, including testing, experience and educational

requirements that are adequate to demonstrate knowledge and

competency.

Additional qualifications for licensing and certification may be required

by any state or federal agency that considers such qualifications

necessary to carry out responsibilities under Title XI.



No individual or group of individuals shall be deemed exempt from meeting
the criteria established for licensing or certification, or be otherwise
"grandfathered™ 1into the system. This is not meant to preclude states
from recognizing existing licenses or. certification designations of
individuals who currently meet existing state licensing or certification
requirements, provided those requirements are fully consistent with the

provisions of Title XI.

MANDATORY DUAL LICENSING

Consistent with the spirit and intent of Title XI, state laws may not
require any applicant for appraisal certification or licensing to hold
other occupational licenses as a condition of obtaining a license or

certification designation as a real estate appraiser.

OTHER

States should ensure that an appropriate code of professional

responsibility is incorporated into their certification and licensing

requirements.



To ensure that their licensing and certification procedures are not
disapproved by the Subcommittee, states should adhere to the provisions
set forth in Title XX and adopt policies, practices and procedures that
are consistent with the purposes of the law. The Subcommittee will
exercise the authority granted by Title XI to ensure the independence of
the appraisal regulatory function within the state systems. The
Subcommittee will meet its oversight responsibilities by reviewing each

state"s compliance with the intent of Title XI in its entirety.

Additional policy guidance may be provided by the Subcommittee, as

necessary, to further assist in the effective implementation of Title XI.



House Bill 523: "An Ad; relating to - 01 real estate
appraisers; and provi  j for an effective date."

The need for regulating appraisers has been considered intermittently for a
number of years. However, when the Federal Savings & Loan Bailout bill was
signed into law last August, the time for action became immediate, because Title
X1 of that bill specifies that, by July of 1991, the appraisal for any federally
related transaction must be completed by a state certified appraiser in order to
gualify for funding with federal money.

Title XI further provides that states may establish a state appraiser certifying
and licensing agency to assure availability of appraisers for federally related
transactions, and to assure effective supervision of those appraisers. Title X1 of
the Financial Institutions Reform, Recovery, and Enforcement Act of 1989
(FIRREA) also established an Appraisal Subcommittee of the Federal Financial
Institutions Examination Council. The Appraisal Subcommittee, among other
things, has been charged with monitoring the appraiser certifying agenries
created by the states, and has been instructed by Title X1 not to recognize state

appraiser agencies whose appraisal policies, practices, or procedures are found
to be inconsistent with Title al.

To assist states in the adoption of acceptable legislation, the Appraisal
Subcommittee recently released guidelines regarding state certification and
licensing of appraisers. These guidelines indicate that it will be necessary to
regulate appraisers under a separate board in order to satisfy federal

requirements that the appraisal regulatory function be independent of realty
related activities.

HB 523 was introduced to address the issue of appraiser licensing in Alaska.
The bill would create a five-member appraiser board within the Division of
Occupational Licensing and give responsibility to the Board of Certified Real
Estate Appraisers for the regulation ofthe appraiser profession in Alaska.

The department supports the intent of this legislation, but has a number of
concerns regarding specific provisions of the proposed legislation. Our first
concern deals witia the voluntary nature of the proposed certification plan
outlined in HB 523. Proposed section AS 08.87.300 (see page 7, line 6), permits
appraisals by uncertified appraisers. Given that 3ome appraisal work may not
be tied directly to federally related transactions, HB 523 provides that
appraisers who may be involved in such transactions need not seek certification
by the Board of Certified Real Estate Appraisers.

We believe creating two different classes of real estate appraisers in this state
will confuse the consumer. We are also concerned tnat it will leave the
consumer unprotected from the unscrupulous. We foresee such a loophole
allowing uncertified appraisers to receive payment for appraisal services and
the consumer only later discovering that tne appraisal is not acceptable to a
bank or other entity because it was not performed oy a state certified appraiser.



If appraisers are to be regulated in a manner that compares with other
professions currently licensed in Alaska and if our primary objective in
requiring such licensure is protection of the public from unscrupulous or
incompetent practitioners, then we believe all persons seeking to provide
appraisal services in Alaska should be subject to the same set of standards.

HB 523 would impose those standards only on appraisers who wish to do work
for those projects anticipating the use of federal monies. In our opinion, the
vast majority of mortgage financing related to real estate sales and highway
projects rely on at least some federal money. And funding for rural projects is
frequently tied to BIA dollars. Since most appraisals will have to be done by an
appraiser who is subject to the regulatory standards established by this
proposed legislation, we believe this section should be deleted.

Our second concern involves the Appraisal Subcommittee’s policy requiring
states to "ensure that an appropriate code of professional responsibility is
incorporated into their certification and licensing requirements.” Without
statutory provision for the adoption of such a code, the state risks the
Subcommittee’s disapproval of its plan for appraiser certification. We
recommend that proposed AS 08.87.020 (page 1, line 23) be amended by adding
a new paragraph to read: "(3) adopt rules of professional conduct to establish
and maintain a high standard of integrity in the appraisal profession." This
language would then allow the board to establish through regulation the
appropriate code of professional responsibility.

As stated before, there is an urgent need to enact appraiser certification
legislation this year. All appraisals performed after July of 1991 must be done
by state certified appraisers. Legislation must pews this year if the state is to
have the time necessary to begin testing and admitting qualified appraisers. We
support the intent of HB 523, but request that consideration be given to the
suggestions for amendment described above. With the changes suggested, the
department would support passage of HB 523.

V

Larry Merculieff*ommissioner

Date: a -2.72-

LM/RPB/dgl6380D
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Supporters of House Bill 523

1. Ken Gain MAI appraiser/realtor, a spokesman for both groups.

2. Joe Hayes representing the Alaska Association of Realtors

3. Department of Commerce

4. Grayce Oakley, Executive Secretary ofthe State Real Estate Commission
5. The Kenai Realtors

6. The two Alaska appraiser associations are in agreement with the need for the
bill.

This list is current as of February 16, 1990.



February 23, 1990

Representative David Donley
Chairman

House Labor & Management Committee
Alaska State Legislature

P.O. Box V (MS 3100)

Juneau, Alaska 99811

Re: House Bill 523

Dear Representative Donley:

It is my understanding that you will be holding a hearing on
House Bill 523 on March 1, 1990. Since I will be unable to
attend that hearing personally, | am using this letter to express
our strong support for passage of HB 523.

You have previously received a letter from me advising you that
this Bill was developed by a Joint Task Force consisting of
members of the Alaska Chapters of the American Institute of Real

Estate Appraisers and The Society of Real Estate Appraisers.

Legislation of this type 1is mandated by Federal legislation and
it is our opinion that House Bill 523 meets all of the require—
ments imposed by the Federal legislation.

In addition to being supported by the Alaska Chapters of the
American Institute of Real Estate Appraisers and The Society of
Real Estate Appraisers, this Bill is also supported by The Alaska

Association of Realtors. At a recent Senate hearing on Senate
Bill 470, which addresses the same topic, all testimony was in
favor of House Bill 523 in preference to S.B. 470. In addition

to the aforementioned groups, other testimony supportive of House
Bill 523 was offered by the Division of Occupational Licensing

and the Right of Way Division of the Department of Transporta—
tion.

Real Estate Counseling and Evaluation. Asset Management.
Acquisition ano Disposition of Investment Properties

1844 W est Northern Lights 81vd. mAnchorage. Alaska 99517
19071 279-8551



Due to the deadlines 1iirposed by Federal legislation, it is imper—
ative that this legislation pass during this session of the
Legislature. We will, therefore, greatly appreciate it if your
committee will move this Bill on with a "do pass" recommendation.

Thanks for your assistance in this matter.

Sincerely, )
i
REAL ESTife 3ER1S TASK FORCE
/

Kenneth “Fay~Gain, MAI, SRS, CCIM, CRE

Chairmc

KJG:sa
eq780

cc: Joe Hayes
Representative Mike Navarre



February 19, 1990

Representative Dave Donley
Alaska State Legislature
P.0. Box V (MS 3100)
Juneau, Alaska 99811

Re: Regulation of Real Estate Appraisers
House Bill 523

P qSSt i
Dear -Representative Donley:

The purpose of this letter is to advise you of the importance of
enacting Legislation in this session of the Legislature which

will regulate Alaska real estate appraisers. As a result of
Federal activity in the adoption of Office of Management and

Budget Circular A-129, and the adoption by Congress of Title XI

of the Financial Institutions Reform Recovery and Enforcement Act
of 1989 (FIRREA), all appraisalsinvolved in Federal activities

must beperformed by licensed or certified State appraisers by
July 1, 1991. Since the Federal government regulates banks,

virtually all forms of mortgage loans are affected by these
Federal requirements as well as land acquisition programs for
Federally funded projects involving highways, harbors, and air—
ports.

In an effort to be responsive to the need for such Legislation,
the Alaska Chapters of The American Institute of Real Estate
Appraisers and The Society of Real Estate Appraisers appointed a
joint Task Force to study the issue and prepare appropriate

Legislation. After several months of review and numerous meet—
ings, we did prepare a draft billbased upon similar Legislation
from Wyoming as a guideline. It was our understanding that the

Office of the Governor would introduce such a Bill, but during
the second week of the Legislature, they advised us that they
would not. We, therefore, began to work with Senator Rodey to
have appropriate Legislation drafted. Although Senator Rodey has
not introduced such Legislation, we were pleased that House Bill
523 introduced by Representatives Navarre and Swackhammer 1is an
almost 1identical version of the Legislation approved by us.
Accordingly, ve urge vour support for tfte passage of House Bill
523.

Real Estate Counseling and Evaluation. Asset Management.
Acquisition and Disposition of Investment Properties

1844 W est Northern Lights Blvo. mAnchorage. Alaska 98517
1907) 279-8551

8
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Representative Dave Donley
February 19, 1990
Page Two
As additional background on this issue, 1 am enclosing herewith a
copy of an article on this issue which I wrote for the Alaska
Real Estate Commission®s Newsletter. If you require additional

information, you can obtain a Resource Manual by calling me at
279-8551.

Thank you for your assistance in this important matter.

Sincerely,

TASK FORCE



EXHIBIT A

Draft of an article for the Real Estate Commission Newsletter,
entitled "Appraiser Regulation”



APPRAISER REGULATION
Is the appraiser you are using licensed or certified?

The answer to that question is no. At the current time, there 1is
no governmental regulation or licensing requirement for apprais—
ers in the State of Alaska or the majority of the states in the
Lower 48. The only regulation is on those appraisers who volun—
tarily belong to organizations such as the American Institute of
Real Estate Appraisers which 1issues the professional designation
of MAI and RM, or the Society of Real Estate Appraisers which
issues the designation SRA, SRPA, and SREA. Although these
organizations have higher standards than are likely to ever be
imposed by governmental vregulation and although their require—
ments for professional designation are substantially greater than
any requirements ever proposed for governmental licensing or
regulation, they only have jurisdiction over their membership.

Nationwide the estimated membership in these two organizations 1is
between 10 and 15% with only 3 to 5% of all the appraisers hold—
ing a professional designation! In Alaska those affiliated with
one or both of these organizations 1is approximately 90% of all

appraisers and 15 to 20% of all appraisers hold a professional

designation. Because of the voluntary affiliation with the two
appraisal groups, enactment of government regulation 1in Alaska
will probably not have a noticeable effect on the quality of
appraisal work.

Nevertheless, due to provisions contained within Title XI of the
recently enacted Savings and Loan Bai.L-out Legislation, all ap-—
praisers 1involved in Federal activities will have to be state
licensed or certified by July 1, 1991. Since all banks, savings
and loans and credit unions are federally regulated, the apprais—
als for virtually all loans will have to be performed by licensed
or certified appraisers. Likewise, government agencies which
utilize the services of an appraiser in public works programs
which have federal funding will also be effected. All such ap-—
praisers, 1including many government staff appraisers will have to
become licensed or certified. The only major group of appraisers
not impacted by this legislation are local tax assessors.

In response to this legislation and a directive enacted by the
Federal Office of Management and Budget last year, the Alaska
Chapters of the Society of Real Estate Appraisers and the Ameri—
can Institute of Real Estate Appraisers created a task force to
review the various model bills for appraisal licensing and certi—
fication. After several months, the task force drafted a propos—
al based upon the Certification Law recently adopted in Wyoming.

The Bill, as proposed by the Alaska Appraiser"s Task Force,
provides Tfor voluntary certification so that it will not be
necessary to allow for "Grandfathering” of persons currently in
business. Under their proposal, all appraisers, even those with
25 to 30 years experience, will be required to meet all of the



qualifications for certification, 1including passing the examina—
tion, before they can become certified. Because the Bill pro—
vides for voluntary certification, the only persons who would be
required by Alaska Law to be certified would be those who hold
themselves out to be "Certified Appraisers”™ or who claim to have
completed "Certified Appraisals™. However, because of the re—
quirements of the Federal Legislation which would require Certi—
fied Appraisers, 1if that is the only level of regulation avail—
able in a State, every appraiser 1in the private fee business

would have to be certified or work as a trainee for a Certified
Appraiser to be able to have enough business to make a living.

Because tax assessors do not complete Certified Appraisals they
would not have to become certified. Likewise, because opinions

of value for listing or competitive market analysis are not
Certified Appraisals, real estate brokers and salesmen would not
be governed by the act unless they held themselves out to be
Certified Appraisers.

The Bill proposed by the Alaska appraisers provides for two
levels of certification and for a Registered Trainee. A Regis—
tered Trainee would be required to complete 30 classroom hours of
appraisal education and would have to work under the supervision
of a Certified Appraiser. Although a person could become a
Certified Appraiser without ever working as a Registered Trainee,

Registered Trainees could become certified with one year less
actual appraisal experience.

The two levels of certification would be "Certified Residential
Real Estate Appraiser”™ and "Certified General Real Estate Ap-—
praiser” . The Certified Residential Real Estate Appraiser would
be required to have three years appraisal experience (but only
two years if a Registered Trainee), complete 75 classroom hours
of appraisal education including 15 hours on Professional Stand-—
ards and Ethics and pass a written examination. To be certified
as a General Real Estate Appraiser, the appraiser would have to
have four years appraisal experience (but only three years if a
Registered Trainee) and havn completed 160 classroom hours of
appraisal education including 15 hours on Professional Standards
and Ethics and pass a written examination. In additions to the
requirements for initial certification, both classes of Certified
Appraisers would have to complete 40 classroom hours of continu—
ing education every two years Tfor continuing certification.

As proposed by the Alaska appraisers, they would be regulated by
a separate Certified Real Estate Appraiser Board appointed by the
Governor. However, to maintain some cooperation with real estate
brokers and salesmen, the Executive Secretary of the Real Estate
Commission would also be designated as Executive Secretary of the
Certified Real Estate Appraiser Board.

The foregoing represents the proposals by the Alaska Appraisers
Task Force and undoubtedly, the final legislation will be some—
what different. The important issue is that the Legislature pass
some form of licensing or certification so that the program can



lation could seriously limit the ability to get financing 1in
Alaska or limit the ability to complete public works projects
involving Federal funding!

While this proposed legislation will not directly affect real
estate licensees not engaged 1in appraisal work, it will have a
significant impact on a profession involved in most real estate
transactions. Accordingly, it is legislation which licensees
should be aware of and which could have a negative impact on
licensee"s income if the Legislature fails to enact a Bill meet—
ing the Federal Standards.
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1 ALASKA ASSOCIATION OF REALTORS, INC®
741 Sesame Street, Suite 100 « Anchorage, Alaska 99503
Telephone 907-563-7133
REALTOR ®

February 22, 1990

Representative Dave Donley
Alaska State Legislature
P.0. Box V (MS 3100)
Juneau, Alaska 99811

Re: House Bill 523
Dear Representative Donley:

I am writing to express the strong support of the Alaska Associa—
tion of Realtors for H.B. 523.

Due to recently enacted Federal legislation, all banks and
Federal agencies must use state certified or licensed appraisers
after July 1, 1991. IT our State does not license or certify
appraisers in a timely manner, there could be a serious Jlimita—
tion on mortgage financing next year.

Both Alaska chapters of the two major national appraiser groups
have cooperated in preparing model legislation which has been
essentially incorporated into H.B. 523. Our Legislative Commit—
tee has reviewed H.B. 523 and has unanimously endorsed it.

Due to the fact that appraiser certification must be in place by
July 1, 1991, it 1is urgent that this legislation be passed this
session.

We will appreciate your help.

Sincerely,

Jim McCourt
President

REALTOR* Isa registered mark which identifies a professional in
The Voice fo rRealE state™ in Alaska Bﬁhﬁﬁﬁ Wk%%i\%ﬁ% %ﬁﬁyo%b&asammkef
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FOLLETT & ASSOCIATES

Bpl Richard H, Follett, MA
4241 B Strest, Suite 305, Anchorage, Alaska 99503  (907) 562-4279 p e C. Fallett Al

March 1, 1990

Dave Donley, Representative
Alaska State Legislature

P. 0. Box V (MS3100)

Juneau, Alaska 99611

REr. House Bill 523, Real Estate Appraiser Certification

Dear Dave:

We have been real estate appraisers in Alaska for eighteen years
and have the MAIl designation from the American Institute of Real
Estate Appraisers. Recent federiil legislation has mandated that

individual States pass Jlegislation to certify real estate
appraisers.

We strongly urge you to support passage of House Bill 523 in

order to meet the needs of the appraisal industry. We need a
bill passed this session 1in order to comply with the federal
mandate. This is a very good bill which should help to

eliminate some of the appraisal abuses and banking problems that
have occurred in the recent past.

Thank you for your dedicated effort.
Sincerely yours,
FOLLETT & ASSOCIATES

Eric G. Follett, MAI

Richard H. Follett, MAI

EGF/It

REAL ESTATE APPRAISERS « CONSULTANTS  MARKET ANALYSTS



ALASKA CHAPTER NO. 57
AMERICAN INSTITUTE OF REAL ESTATE APPRAISERS

OF THE NATIONAL ASSOCIATION OF REALTORS
2102 Cleveland
Anchorage, Alaska 99503

February 19, 1990

Representative. Dave Donley
Alaska State Legislature
P.O. Box V (MS 3100)
Juneau, Alaska 99811

Re: House Bill 523

Dear Representative Donley:

As you have already been advised by the Chairman of our Real
Estate Appraiser®s Task Force that Federal legislation has been

passed which will require certification of appraisers by July 1,
1991.

H.B. 523 is very similar to the model bill prepared by our Task
Force. We, therefore, strongly support H.B. 523 and wurge 1its

passage as priority legislation during this session of the Legis—
lature.

Your assistance 1is appreciated.
Sincerely,

ALASKA CHAPTER OF
THE AFRICAN INSTITUTE OF REAL ESTATE APPRAISERS

< y\ -

William” Larick, RM
Acting President
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August 30, 1989

Federal Law Puts Spotlight
on State Appraiser Legislation

Now that the federal bill has
been signed into law, the focus
is shifting to the passage andim-
plementation of state certifica-
tion programs. Since the use of
state certified appraisers isr
dated for “ federally covered
transactions” under iho new
federal legislation, it becomes
necessary for those states that
have not as yet enacted cer-
tification to do so by July 1991.

Todate 15 states have passed
some type of appraisal legisla-
tion, the majority of which hav-
ing been enacted within the last
year and a half. The programs
vary, as can be seen on the sum-
mary on pages 3 and 4.

Key elements of the federal
law that may be helpful to legis-
lative efforts in those states
currently without certification
programs, and for those states
which may need to make neces-
sary changes in their programs,
include the following:

» The federal law mandates the
use of certified appraisers and
permits licensing. States MUSE
certify appraisers; if a state fails
to do so, no appraisals involving
federally related transactions
may be performed by appraisers
in the state. The Society contin-
ues to encourage states to set up
certification programs consis-
tent with the Appraisal Founda-
tion's and our model legislation.
» Transactions covered. Certi-
fied appraisers can perform an
appraisal in ail federally related
transactions, both residential
and commercial. Transactions
having a value of under $1 mil-
lion may also have an appraisal
performed by a certified ap-
praiser; this will be decided by
each federal bank regulatory
agency. The Society has encour-
aged the use of state certified
appraisers to insure the highest

level of competency for users.
ontintiea on page 21

States Now With Separate Appraiser

See
TKey aspects 0

es 3 and 4 for detailed synopsis
?each state %ct.p
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" NEWSLETTER

Afa Glance

Special legislative update
Issue, containing:

Complete text of federal Ap-
praisal Reform legislation,
Including congressional
Conference Report —
pp. 5-1

State-by-state summary of all
states having passed legis-
lation to date pertaining to
appraising, with key as-
Eects of each law — .

&4

Jobsearch —p. 11

Annual Conference
Attracts National Media

With the growing public focus
on appraisal reform issues, the
fact that this year's Annual Con-
ference attracted members of
the nation's press is not surpris-
ing. Among those attending the
Annual Conference, held in late
July-early August in New York
City, were representatives from
The New Yorker and the New
York Post (the latter interviewing
president Louie Reese Ill, SRPAQ.
Also represented wore Nation's
BUSINESS (the monthly magazine
of the U.S. Chamber, of Com-
merce), National Thrift News,
Washington Cable, Real Estate
Weekly and Everyday Law.

The Conference brought to-
gether close to 1,200 Society
members and their families who
participated in a series of educa-
tional workshops as well as ava-
riety of social and sightseeing
activities. Forthose unable to at-
tend, tapes of all the sessions
will be available shortly (see fu-

(Continued on page 2



Conference (fromp. 1)

ture Briefs for tape an-
nouncement)

Special guest speakers in-
cluded William F. Buckley, Jr.,
whose remarks opened the Con-
ference; and Frank W. Abagnale,
who spoke at the closing lun-
cheon. Abagnale was once de-
scribed by the Wall Street Jour-
nalas the "world's greatest con
man" but is now a highly re-
spected authority on white collar
crime prevention. His inspira-
tional presentation was rated
one of the highlights of the
Conference.

At the conclusion of the Con-
ference, the Society learned that
the Marriott Marquis Hotel
would donate a percentage of
their income from the Con-
ference to the Childrer's Net-
work, a charitable organization
that assists children in need.

New Officers Elected

Following the Conference the
Board of Governors met for two
days. Included on their agenda
was the election of 1990 na-
tional officers and the 10 districl
governors whose terms expire at
the end of 1989. Those elected
for the coming year are:

President: Ritch LeGrand, SREA,
Sioux City, 1A

First Vice President: Richard G.
Pietrowitz, SRPA, Gibbsboro,
NJ

Second Vice President: Bernard
J. Fountain, SRPA, Clinton
Corners, NY

Vice President: William J. Coyle
Ill, SREA, Pawtucket, R

Vice President: Alfred J. Ferrara,
SRPA, Anchorage, AK

Vice President: Bill T. Hylton,
SRA, High Point, NC

District governors who were
elected are:

District 6: Basil S. Katsaros,
SRPA, Denver, CO

|Continued on back page)

Law (fromp. 1)

* Independence of state ap-
praiser certifying agency. Deci-
sions concerning appraisal
matters should not be made by
the same officials whose respon-
sibilities include licensing of
Realtors or others. Only adminis-
trative functions may be shared.
» Education/experience/exam
requirements. Minimum of 60
hours or acollege degree plus 15
hours of professional practice;
two years of experience within
the last five years, supported by
written documentation for certi-
fication; and passing of an exam.
(The foregoing is contained iri
the Foundation-endorsed model
bill.) Licensing requirements
have yet to be determined and
will be subject to review by the
federal Appraisal Subcom-
mittee.

* Role of the Appraisal Founda-
tion. Recognized in the federal
law as the legitimate represen-
tative of the professional ap-
praisal industry, it may maintain
aroster of all state certified and
licensed appraisers eligible for
federally related work. It also will
establish the qualifications cri-
teria and uniform national exam-
ination required for certification.
» Grandfathering. All apprais-
ers will be required to meet the
Foundation's experience, edu-
cation and examination require-
ments to become certified. The
oversignt body, the Appraisal
Subcommittee, established un-
der the federal law, will reject
those state practices and pro-
cedures that are inconsistent
with the federal law.

The Society's Public Affairs
office in Washington is available
to consult with members seek-
ing assistance in their state
legislative erfort. Additionally, all
members are urged to keep the
Washington office abreast of
any developments occurring in
their state, and to call for copies
of the model bill for state cer-
tification. Key staff contacts i n

Washington are Donald E. Kelly,
Director of Washington Operd-
tions, Debbie Geary and Lisa
DeFusco (800-346-8897).

Requests for Data

Wanted: sales of self-storage
(m|n|warehouse9 properties in major
metro areos of North and South
Carolina, and sales of Butler manu-
facture metal self-storage ware-
houses in any location. Will N{)aé/ or
share data. Contact; Alfred M. Ben-
son, SRPA, 6115 E. GrantRoad, Tuc-
son, AZ 85712: 602-886-2000;
FAX: 602-886-0156.
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Summary of State Appraiser Legislation

CALIFORNIA

(California presently haa a law that only defines a "cer-
fified appraisal.” 1tdoes not address the certifying and/or
licensing of apprausers. The Lancaster-Montoya Apprawal
Act took effect January 1,1983. The law requires that an
appraisal report be “certified" (that is, follows and
documents certain quidelines and standard®) if the client
re(%uests a "certified" appraisal report. If *he client does
not make such a request, this law has no reg+1|atory power
over any portion of the appraisal process. The California
Ieﬂl_slature Is currently c_onsldermg Assembly Bill 527,
which,_is directed at certifying an IlcensmF appraisers.
This bill, however, isnot supported by the California Coali-
tion of Appraisers because itallows granafathering as well
as allows the commissioner of real estate to Tegulate
appraisers.)

CONNECTICUT
Mandatory Licensing

Enacted: June 1968 o

Board: Directly regulated by the real estate commission

Education: Residential, 60 hours + exam; General, 120
hours + exam (exam waived through 7/90 for both
categories) _

Continuing Education: To be determined by the Real Estate
Commission, o

Experience: Residential Appraiser license, 2 years as
trainee under licensed appraiser; Real Estate Ap-,
preiser license, 2 years as licensed Residential
z#)pramer or 4 years as trainee

Grandfathering: Yes o

Enforcement: Real Estate Commission

Effective Date: October 1, 1929

FLORIDA
Voluntary Certification

Enacted: May 1988 o

Board: Advisory to the Real Estate Commission

Education: Residential, 60 hours + exam: General, 120
hours + exam _

Continuing Education: To be determined by the Real Estate
Commission

Experience: Residential, 2 years; General, 3 years

Grandfatherm% No o

Enforcement: Real Estate Commission

Effective Date: 1989

ILLINOIS
Certification

Enacted: June 1989

Board; Independent (within the Department of Profes-
sional Regulatlo,n)I

Education: Residential, 75 hours + exam; General, 165
hours + exam. o

Continuing Education: Residential, 14 hours per year;
General, 21 hours per year. N

Experience: Residential, 2 years; General, 3 years (within
the past 5) of full-time appraisal work

BnBMSHHBana
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Grandfatherin%: No _ _
Enforcement: Real Estate Appraisal Committee
Effective Date: July 1991

[OWA
Certification

Enacted: May 1989

Board: Independent (within Department of Commerce)

Education; To be determined by the Real Estate Appraiser
Examination Board _

Continuing Education: To_be determined by the Board

Experience: To be determined by the Boar

Grandfatherm%: No _ o
Enforcement: Real Estate Appraiser Examination Board

Effective Data: July 1991

LOUISIANA
Voluntary Certification

Enacted: 1988 o

Board: Advisory to the Real Estate Commissicn

Education: Residential, 60 hours + exam; General, 120
hours + exam

Continuing Education; 15 hours per year

Experience: Residential, 2 years; General, 3 years

Grandfatherm% No o

Enforcement; Real Estate Commission

Effective Date: January 1990

MINNESOTA
Licensing (two levels)

Enacted: May 1989

Board: Advisory to the DeE_artment of Commerce

Education: Level | (residential), 75 hours + exam; Level Il
(general), 165 hours + éxam

Continuing Education: 15 hours per year o

Experience: Level |, none required; Level II, 2 years (within
past 5 years) of full-time appraisal work

Grandfathering; Yes

Enforcement: Department of Commerce

Effective Date: September 1991

NEBRASKA
Mandatory Licensing

Enacted: 1974 _ o

Board: Direct requlation by the Real Estate Commission

Education: None required _

Continuing Educatjon: None required _

Experience: Appraisai experience or a broker's license re-
quired, plus 3 years real estate or real estate finance
experience

Grandfathering: Yes o

Enforcement: Real Estate Commission

(Continued on page 41



Education: Residential, 60 hours + exam: General, 120
hours + exam

Continuing Education: 10 hours per year o

Experience: Residential, 2 years; General, 3 years (within
past 5 years& of full-time appraisal work

Grandfatherm% 0 _

Enforcement: Commission of Appraisers of Real Estate

Effective Date: July 1991

NORTH CAROLINA
Voluntary licensing and certification

Enacted: June 1989 o

Board: Advisory to the Real Estate Commission (1 ap-
praiser added to Commission) o

Education: License, 90 hours + exam: Certification, 180
hours + exam

Continuing Education: 24 hours evezy 2 years

Experience: License, none required; Certitication, 2 years
(within past 5) of full-time appraisal work

Grandfatherln%: possibl o

Enforcement: Real Estate Commission

Effective Date: July 1990

OHIO
Certification

Enacted: June 1989

Board: Independent (within the Department of Commerce)

Education: Residential, college degree or 75 hours;
General, college degree or 165 hours (15 ¢ fwhich are
professional practice for both categones)

Continuing Education: 20 hours every 2 years _

Experiencg: 2 years (within past 5 years) of full-time
appraising

Gran fatherm%:,N_o_ _

Enfo; content: Division of Real Estate Appraisers

Effective Data: January 1991

OREGON
Mandatory Licensing

Enacted: 1975 _ o

Board: Direct regulation by tha Real Estate Commission

Education/Experience (oné of the following): A) 30 hours
of education (gommumty college, Society or Institute
courses) and 3 to 4 years of experience; B) 60 hours
of education and ng appraisal experience; or C) no
education but 7 to 8 years appraisal experience (any
Person with a real estate sales license need only pass
he appraisal exam)

Grandfathering; Yes o

Enforcement: Real Estate Commission

N
97.

IBrokeror]sales license currently re(wlred t

aJ) [alSe, asoareqwrement oreertirication

Enacted: May 1989 o

Board: Advisory to the Real Estate Commission

Education: Residential, 80 hours + exam; General, 150
hours + exam, _

Continuing. Equcation: To be determined by Real Estate
Commission

Experience: Residential, 2 years; General, 3 years.

Grandfatherm% No o

Enforcement: Real Estate Commission

Effective Date: July 1991

WASHINGTON
Certification

Enacted: April 1989 o

Board: Advisory to the Department of Licensing

EducLa1t|on; To be determined by the Department of
Icensin

Continuing E%Iucatlon: To be determined

Experience: To be determined

Grandfathering; Possibly o

Enforcement: Department of Licensing

Effective Date: July 1990

WYOMING
Certification

Enacted: April 1939 o
Board: Independent (adjunct to Real Estate Commwsmn%
Education; Residential, 75 hours + exam; General, 12
hours + exam
Continuing Education: 20 hours per year _
Experience: 2 years (within the past 5) of full-time ap-
praisal wor
Grandfatherm% No _
Enforcement: Certified Res) Estate Appraiser Board
Effective Date: July 1991

Note: The following states currently require a real estate
sales or broker's license to appraise: Delaware, Florida,
Indiana, Michigan, M|SS|SS|{}p|,_Pennsglvama, Rhode
Island, South Dakota, Texps, Virgin Islands.

rf rtge information on all state legislative activity, contact the Society’s Washington office, 800-346-8897 or

BRIEFS/AUGUST 30,1989
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Baanfc Independent (within the Department of Professional Regulation)

Education: residential - 75 hours +exam, general -165 hours +exam

Continuing Education: residential -14 hours per year, general - 21 hours
per year

Experience: residential - 2 years, general - 3 years (within the past 5) of
full time appraisal work

Grandfathering: No

Enforcement: Real Estate Appraisal Committee

Effective Pate: July, 1991

lowa: Certification bill
Board: Independent (within Department of Commerce)
Education: To be determined by the Real Estate Appraiser Examination Board
Continuing Education: To be determined by the Real Estate Appraiser
examining Board
Experience: To be determined by the Real Estate Appraiser Examination Board
Grandfathering: No
Enforcement: Real Estate Appraiser Examination Board
Effective Date: July, 1991

Minnesota: Licensing bill (two levels)

Board: Advisory to the Department of Commerce

Education: Level | (residential) - 75 hours +exam, Level Il (general) -165
hours +exam

Continuing Education: 15 hours per year

Experience: Level | - none required, Level 1I- 2 years (within the past 5) of full
time appraisal work

Grandfathering: Yes

Enforcement: Department of Commerce

Effective Date: September, 1991



Education: residential - 75 hours +exam, general -135 hours +exam

Continuing Education: 10 hours per year

Experience: residential - 2 years, general - 3 years (within the past5 years) of
full time appraisal work

Grandfathering: No

Enforcement: Commission of Appraisers of Real Estate

Effective Date: July, 1991

North Carolina: Voluntary licensing and certification bill
Board: Advisory to die real estate commission (also, 1appraiser added to
commission)
Education: License - 90 hours +exam, Certification - 180 hours +exam
Continuing Education: To be determined
Experience: License - no experience required, certification - 2 years (within the
past 5) of full time appraisal work
» Possibly
Real Estate Commission
.- July, 1990

Ohio: Certification bill

Board: Independent (within Department of Commerce)

Education: residential «college degree or 75 hours, general - college degree or
165 hours. Both certifications require the passage of an exam.

CADtimmi&.EdacaCLQn: 10 hours per year

Experience: 2 years (within the past 5) of full time appraising

Grandfathering: No

Enforcement: Division of Real Estate Appraisers

Effective Datff: January, 1991



Education: residential - 80 hours +exam, general -150 +exam
Continuing Education: To be determined by the real estate commission
Experience: residential - 2 years, general » 3 years

Grandfathering: No

Enforcement: Real Estate Commission

Effective Date: July, 1991

(Broker or sales license currently required to appraise - also a requirement for
certification)

Washington: Certification bill
Board: Advisory to the Department of Licensing
Education: To be determined by the Department of Licensing
Continuing Education: To be determined by the Department of Licensing
Experience: To be determined by the Department of Licensing
Grandfathering: Possibly
Enforcement: Department of Licensing
Effective Date: July, 1990

Wyoming: Certification bill
Board: Independent (adjunct to real estate commission)
Education: residential - 75 hours +exam, general 120 hours +exam
Continuing Education: 20 hours per year
Experience: 2 years (within the past 5) of full time appraisal work
Grandfathering: No
Enforcement: Certified Real Estate Appraiser Board
Effective Date: July, 1991



FEDERAL FINANCIAL INSTITUTIONS EXAMINATION COUNCIL
Appraisal Subcommittee
1776 G Street, NW, Suite 701

Washington, DC 20006

FOR: Inmediate Release Contact: 202-447-1800

DATE: January 18, 1990

Guidelines for state certification and licensing of real estate appraisers were
released today by the Appraisal Subcommittee of the Federal Financial Institu—
tions Examination Council (Fr™x£L". The guidelines are intended to help states
establish certification and licensing procedures for appraisers involved in

federally related transactions.

States are authorized to establish such procedures under Title XI of the
Financial Institutions Reform, Recovery and Enforcement Act of 1989 (FIRREA).
FIRREA also established the Appraisal Subcommittee and made it responsible for
monitoring the appraiser certifying and licensing agencies that states may

establish to carry out the purposes of Title XI.

The guidelines released today are designed to help states move quickly to
implement provisions 1in Title XI, promote th* independence of the appraisal
regulatory function, reduce conflicts of interest, and address concerns about

grandfathering and dual licensing requirements for appraisers.
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In issuing today"s guidelines, the Appraisal Subcommittee said it would review

each state"s compliance with the intent of Title XI in its entirety. Title XI
instructs the Subconmittee not to recognize appraiser certifications and
licenses from states whose appraisal policies, practices or procedures are

found to be inconsistent with the purposes of Title XI.

In light of the important objectives of Title XI, the Subcommittee encourages
public coiments on the issues addressed by the guidelines, which will be
published in the Federal Register. Comments should be sent to the Appraisal

Subcommittee, FFIEC, 1776 G Street, N.W. Washington. D.C. 20006.



APPRAISAL SUBCOMMITTEE
FEDERAL FINANCIAL INSTITUTIONS
EXAMINATION COUNCIL
Guidelines Regarding State Certification
and Licensing of Appraisers

Oocket No. AS90-1

AGENCY: Appraisal Subcomnittee, Federal Financial Institutions Examination

Council.

ACTION: Notice of guidelines.

SUMMARY:  The Appraisal Subcommittee of the Federal Financial |Institutions
Examination Council ("Appraisal Subcommittee™) 1is issuing this notice of guide—
lines to assist the states 1in establishing appropriate organizational struc—

tures for licensing and certifying appraisers.

These guidelines are intended to 1) facilitate timely implementation of the
provisions of Title XI of the Financial |Institutions Reform, Recovery and
Enforcement Act of 1989, 2) promote the independence of the state appraisal
regulatory function, 3) reduce conflicts of interest, and 4) address concerns

regarding the issues of grandfathering and dual licensing.

This notice of guidelines provides states and interested persons with copies of
the guidelines and affords them an opportunity to comnent. The Appraisal

Subcomnittee will carefully review the comments received and may issue modified

guidelines if necessary.
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DATE: Comments must be received on of before (INSERT DATE 60 DAYS AFTER DATE

OF PUBLICATION IN THE FEDERAL REGISTER).

ADDRESS:  AlIl comments should be sent to the Appraisal Subcomnittee, ATTN:

Keith Todd - Docket No. AS90-1, Federal Financial Institutions Examination

Council, 1776 G Street, Washington, DC 20006.

FOR FURTHER INFORMATION CONTACT: Written inquiries regarding this notice can

be sent ATTN: Keith Todd - APPRAISAL INQUIRY to the address listed above.

SUPPLEMENTARY [INFORMATION:

Title XI of the Financial Institutions Reform, Recovery and Enforcement Act of
1989 ("Title XI1"), Pub. L. No. 101-73, 103 Stat. 183, 511 (1989), provides that
states may establish a state appraiser certifying and licensing agency to
assure availability of appraisers for federally related transactions, and to
assure effective supervision of those appraisers. Title Xl also established
the Appraisal Subcommittee whose responsibilities, among other things, include

monitoring the state appraiser certification and licensing systems.

In order to facilitate implementation of Title XI, the Appraisal Subcommittee
is issuing these guidelines for use by the states in discharging their func—

tions and responsibilities under the statute.

This notice of guidelines advises the states and Interested persons of the
content of the guidelines and affords an opportunity to comment on them. The

Appraisal Subcomnittee will carefully review the comments received and may

issue modified guidelines if necessary.






GUIDELINES REGARDING

STATE CERTIFICATION AND LICENSING OF APPRAISERS

Title XI of the Financial Institutions Reform, Recovery*, end Enforcement Act of
1989 (FIRREA) establishes an Appraisal Subcommittee of the Federal Financial
Institutions Examination Council. The responsibilities of the Appraisal
Subcommittee include, among other things, monitoring the appraiser certifying
and licensing agencies, which states may establish to carry out the purposes of
Title XI. Section 1116 (d) of this Title instructs the Subcommittee not to
recognize appraiser certifications and licenses from states whose appraisal

policies, practices or procedures are found to be inconsistent with Title XI.

The legislative history accompanying Title Xl indicates that states should
adopt an organizational structure for implementing their appraiser licensing,
certification and supervision functions that avoids potential conflicts of
interest. Recognizing that each state has fiscal constraints or other factors
that could influence the structure and location of the agency charged with
licensing and certifying appraisers, the legislative history also indicates a
desire to avoid imposing any particular organizational structure upon the
states. However, while this suggests that a state could choose to locate the
appraisal regulatory function in the same department as the regulation of real
estate licensing, promotion, development or financing functions (hereinafter
"realty related activities"), the organizational structure of the department
must provide adequate safeguards to ensure that the appraisal regulatory

function 1is independent of realty related activities.
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In response to numerous requests from states and other interested parties, the
Subcommittee is issuing these guidelines to assist the states, territories and
the District of Columbia in the establishment of appropriate organizational
structures for licensing and certifying appraisers. The guidelines are intend—
ed to facilitate the implementation of Title XI, promote the independence of
the appraisal regulatory function, reduce conflicts of interest, and address
the grandfathering and dual licensing of appraisers. Given the importance of

these objectives, the subcommittee will accept and consider public comnents on

the issues addressed by these guidelines.

GUIDELINES

LOCATION OF THE AGENCY

The Subcommittee believes it is preferable that the certification and licensing
function be established as a totally independent regulatory agency answerable
to the governor or a cabinet level officer who has no regulatory responsibility
for realty related activities. (In these guidelines, the appraisal regulatory
body will be referred to as the "agency", although it may also be a board,
commission, or individual). Such a structure would provide maximum insulation
for the agency from influences of any industry or organization whose members
have a direct or indirect financial interest in the outcome of the agency's

decisions (hereinafter "affected industry™).

If, due to fiscal or other constraints, a separate agency is not feasible, the

appraisal certification and licensing function should be located within a state



regulatory body which 1is structured to adequately eliminate the 1influences of

an affected industry over the appraisal function.

APPOINTMENT OF THE AGENCY HEAD

The appointment of the agency head or members of the appraisal board should be
made by an individual or committee not associated or affiliated with an affect—
ed industry. (An individual would be affiliated or associated with an affected'?
industry if the individual had a direct or indirect pecuniary interest in the ),

industry).

To i1llustrate:

An autonomous agency head, appointed by the governor and subject to
confirmation by the legislature would generally be considered to be

properly appointed.

An individual or board chosen by or answerable to a committee or commis—
sion comprised of a majority of real estate appraisers, real estate
brokers, financial institution executives or other members of an affected

industry would not meet the criteria for being independently appointed.

INDEPENDENCE FROM AFFECTED INDUSTRIES

IT the agency is directed by an individual, that person should not be actively
engaged in the appraisal business or any other affected industry for the term

of appointment or employment, and for a reasonable period thereafter.



If the agency is directed by a board or commission, the members of that board
should represent the broad public interest, and the statute, regulation, or
order creatingithat body should not permit a majority of the board to come from
or be dominated by any one industry or profession. Moreover, after its initial

establishment, the composition of the board should continue to remain free from

domination by any one industry or profession.

INDEPENDENCE OF DECISIGN MAKING

Decisions as to whether to license and certify, to discipline or to de-license
or de-certlfy appraisers should not be made by the same state officials whose

responsibilities include realty related activities.

Decisions of the state appraiser regulatory agency regarding whether to license
or certify, to discipline or to de-license or de«certify appraisers should be

final administrative action subject only to appropriate judicial review.

QUALIFICATION CRITERIA

All appraisers subject to the licensing or certification provisions of Title XI

must be qualified through appropriate testing and experience requirements

established by state law.

Certified: Individuals designated as certified real estate appraisers
shall have, at a minimum, 1) satisfied the criteria for certification
issued by the Appraisal Qualifications Board of the Appraisal Foundation,

and, 2) passed a state administered examination which is consistent with



the Uniform State Certification Examination issued or endorsed by the

Appraisal Qualifications Board of the Appraisal Foundation.

Licensed: States should establish meaningful qualification standards for
licensed appraisers, including testing, experience and educational re—

quirements that are adequate to demonstrate knowledge and competency.

Additional qualifications for licensing and certification may be required by
any state or federal agency that considers such qualifications necessary to

carry out responsibilities under Title XI.

EXEMPTIONS AND GRANDFATHERING

No individual or group of individuals shall be deemed exempt from meeting the
criteria established for licensingor certification, or be otherwise

"grandfathered” into the system. This is not meant to preclude states from
recognizing existing licenses or certification designations of individuals who
currently meet existing state licensing or certification requirements, provided

those requirements are fully consistent with the provisions of Title XI.

MANDATORY DUAL LICENSING

Consistent with the spirit and intent of Title XI, state laws may not require
any applicant for appraisal certification or licensing to hold other occupa—

tional licenses as a condition of obtaining a license or certification designa—

tion as a real estate appraiser.



States should ensure that an appropriate code of professional responsibility is

Incorporated into their certification and licensing requirements.
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1990 LEGISLATIVE SESSION PUBLISH DATE:  2/12/90 KSify
REQUEST: FISCAL NOTE
Revision Date: Agency Affected:  DOT&PF
Title: An Acr. Relating to Certification of Real BRU:  Engineering & Operations
Estate Appraisers Standards and D & C Divs.
Sponsor Representatives Navarre & Swackhammer Components:  ROW Sections
Requestor Labor & Commerce
~Oianindirfdi ™
OPERATING FY 96

PERSONAL SERVICES

TRAVEL

CONTRACTURAL

SUPPLIES

EQUIPMENT

LAND & STRUCTURES
GRANTS, CLAIMS
MISCELLANEQOUS

TOTAL OPERATING

CAPITAL

REVENUE

GiElie i
FEDERALFUNDS

OTHER
TOTAL

POSITIONS
FULL-TIME

PART-TIME
TEMPORARY

ANALYSIS: This bill would require that we certify appraisers involved in the acquisition of private
jroperty for public purposes. Currently there are 14 staff who would need certification. Approximately one-half of these
neet most of the standards for certification. The other one-halfwould need to undergo the 150 hours of training required.
Since the bill requires one year to certify, the department would be obligated to provide necessary training in order to
meintain present staffing levels. A loss of appraisal staff could resultin delays of federal-aid projects. The costs outlined
abowve are for training 7 staff in the first year.

Preparedby:. Jeffery C. Ottesen Phone: 4652951
Division: Engineering and Operations Standards * . Date: February 27,1990

Approved by Commissioner . ~Date: 3
Agency: Department of Transportation find Public Facilities « n 7

Distribution (by preparer):
Legislative Finance
Legislative Sponsor
Requestor
Office of Management and Budget
Imp .led Agency(ies) Page 1of 1
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7 staff to be certified in 1991 ' > .
New staffwould be expected to meet certification requirements
Course Costs: $600 for 50 hours of instruction x 3 courses $1,800.
Travel: $600 average x 3 courses 1,800.
Per Diem: $80 day x 6 days x 3 courses 1.440.
Salary*: $174 hours x $35/hr. average 6,090.
Total per Staff $11,130
For FY 1991: 7 staff* 11,130 = 77910

* ROW Appraisal staffare CIP funded and as such would need funds to cover their salary costs when not
performing on a capital project. Discussions with FHWA suggest they would not participate in the costs of this
training, and as such all related costs, as depicted above, would reguire general funds to compensate.
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