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STATE OF ALASKA BILL VERSION: SB 470
1990 LEGISLATIVE SESSION PUBLISHDATE:
REQUEST;
Revision Dale: AowrvAffa-- Gomrerce & Bconomic Dev.

bru; Occupational. Licensing
of real estate gopralsers;

SDonsor: %na:tor D.J’Ca'] Components
EXPENDITURES/REVENUES: (Thousands of Dollars)

OPERATING FY 91 FY 92 FY 93 FY 94 FY 95 FY 96
PERSONAL SERVICES 17.5 17.5 17.5 . 17.5 J7.5
TRAVEL «TF.T m 12/5 8.9 y Q 8.9 . 3.9
CONTRACTUAL 2b.U 15.0 15.0.. 15.0 1.5.0 15 n
SUPPLIES 1.3 r!tT* JTT _ 1.3 1.3 1.3
EQUIPMENT 0 0 0 0 0 0
LAND* STRUCTURES
GRANTS, CLAIMS
MISCELLANEOQUS
TOTAL OPERATING 59.2 46.3 42.7 42.7 42.7..... 42 7

CAPITAL ] 0 0 0 0 0 0

REVENUE I 60.0 0 60.0 0 60.0 0
FUNDING: (Thousands of Dollars)

GENERAL FUND

FEDERALFU/NDS

oTHER GF/PR 59,2 40 “ 42.7 D7 42.7,.,
TOTAL by. 2 4b.d 2.7 ! 4?2 7 e
POSITIONS:

FULL-TIME 94 0 0 0 0 ol I
PART-TIME T h 1 1 1 L
TEMPORARY TT “ 0 0 0 ) -0

ANALYSIS : (Attachaseparatepage ifnecessary) 1he bill establishes a three-member
Board of Real Estate Appraisers to establish examination and continuing
education requirements for certification of general real estate appraisers
and residential real estate appraisers. The division has received information
that approximately 200 individuals ey apply ad seek certification uoon

of this legislation. (GONTI
Prepared gy: Jennifer Strickler. _Admini abia/e Offiopr . 455—’?)M
Division: Occupational Licensing {S(j Date

dby, Comnmissioner:, Larr . L 1o
MRRSE D SRAPERERt GF Commerced Economic Development

Distribution (by preparer):
Legislative Finance
Legislative Sponsor
Requestor
Office of Management and Budget
Impacted Agency(ies)

JS/dgl16351D-1/22090b
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CONTINUATION OF FISCALNOTE ANALYSIS -SB 470

This fiscal note represents the cost of certifying real estate appraisers with a
three-member board and using an estimate of 200 individuals who may qualify for
certification. Costs ofthe program are projected based on the number ofindividuals
certified. Therefore, using 200 individuals as a base, the real estate appraiser
certification program wiill 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
ofthe bill. A breakdown ofthese costs is as follows:

Personal Services:

One SeasonalO c < 'ional Licensing Examiner | $17.6
Six months, , Range 12A
Jupat
Travel: GGU $15.4

In FY 91, this funding will provide for four face-to-face meetings: two
in Anchorage, one in Juneau, and one in Fairbanks; assuming
members are appointed from Anchorage, Juneau, and Fairbanks, ana
three division staff 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 with 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 real estate appraiser examinations and,
therefore, only those questions specific to Alaska will need to be
developed. An additional $15.0 will fund printing, advertising,
postage and communication costs.

Supplies: $ 13
Funding will provide standard office supplies.

TOTAL: $59.2

REYENUE:

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
Page 2 of 2



STATE OF ALASKA BILLVERSION: SB4/0

1990 LEGISLATIVE SESSION PUBLISHDATE: 2/12/

REQUEST: FISCAL NOTE

Revision Date: Agency Affected: DOT&PF

Title: An Act Relating to Certification of Real BRU: Engineering & Operations
Estate Appraisers Standards and D & C Divs.

Sponsor Sen. Duncan Components: ROW Sections

Requestor Labor & Commerce

EXPENDITURES/REVENUES: of Dollin)

OPERATING FY 91 FY 92 FY 93 FY 94 FY 95 FY 96
PERSONAL SERVICES 42.6 122 12.2 1.2 12.2 122
TRAVEL 2.7 6.5 63 63 63 6.5
CONTRACTURAL 126 3.6 3.6 3.6 3.6 3.6
SUPPLIES 0 0 0 0 0 0
EQUIPMENT 0 0 0 0 0 0
LAND & STRUCTURES 0 0 0 0 0 0
GRANTS. CLAIMS 0 0 0 0 0 0
MISCELLANEOUS 0 0 0 0 0 0
TOTAL OPERATING 77.9 22.3 22.3 22.3 22.3 22.3

CAPITAL 0 0 0 0 0 0
REVENUE 0 0 0 0 0 o
FUNDING: (ThouundjofDolltn)
GENERAL FUND 77.9 22.3 22.3 22.3 22.3 22.3
FEDERAL FUNDS 0 0 0 0 0 0
OTHER 0 0 0 0 0 0
TOTAL 0 0 0 0 0 0
OSITIONS:
JLL-T1ME 0 e 0
PART-TIME 0 0 0 0 0
TEMPORARY 0 0 0 0 0 0

ANALYSIS: This billwould require thatwe certif appraisers involved in the acquisition of private
property for public purposes. Currently there are 14 staffwho would need certification. Approximately one-halfof these
:urrcnitly meet die standards for certification. The other one-halfwould need to undergo the 150 hours of training
equired. The costs outlined above are for training 7 staff in the firstyear and 2 staffeach year thereafter, based upon an
iverage turnover rateamong our appraisal staff.

Prepared by: Jeffery C. Ottesen Phone: 465-2951
Division: Engineering and Opprations Date: February 20,1990
Approved by Commissioner Date:

Agency: Department of Transportation and Public Fecilities

Distribution (by preparer):
Legislative Finance
Legislative Sponsor
Requestor
Office of Management and Budget

Impacted Agency(ies) Pege 102



Department of Transportation and public Facilities
Fiscal Note Analysis

There Vkould be no fiscal impact in FY 1990,

Assumptions: 7 staff to be certified in 1991 N
2 staff to be certified each year thereafter due to attrition.

Course Costs: for 50 hours of instruction x 3 courses

Trave?_: avera e X 3C0Urses %18(%0 '
Per Diem: X 6days x 3courses 1440,
Salary*: 4 hours x $35/v. average ’

6,090.
Total per Staff $11,130

For FY 1991 7 staff* 11,130= 77910
ForFY 1992 and beyond: 2 staff *$11,130 22,260

* ROW Appraisal staffarc C1P funded and as such would need funds to cover their salary 'eosts when not
erformln onaca |tﬂ rpro Ject. Dlscussmnsmg th FHWA sngest they would notgarﬂm&ate In the costs of this
ra|n|ng a das suc Iaed costs, as depicted above, would Tequire general funds to compensate.
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Senate Bill 470:  "An Act relating to certification of real estate
appraisers; and providing 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
qualify 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 ofthose appraisers. Title X1 of
the Financial Institutions Reform, Recovery, and Enforcement Act of 1989
(FIRREA) also established an Appraisal Subcommittee ofthe Federal Financial
Institutions Examination Council. The Appraisal Subcommittee, among other
things, has been charged with monitoring the appraiser certifying agencies
created by the states, and has been instructed by Title X| not to recognize state
appraiser agencies whose appraisal policies, practices, or procedures are found
to be inconsistent with Title XL

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.

SB 470 was introduced to address the issue of appraiser licensing in Alaska.
The bill would create a three member appraiser board within the Division of
Occupational Licensing and give responsibility to the Real Estate Appraiser
Board for the regulation of the 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. First, we are
opposed to Section 6 of the bill (page 7, fine 4), which provides for "transitional
certification." This grandfathering section is counter to the Appraisal
Subcommittee’s guidelines, which states that "[n]Jo individual or group of
individuals shall be deemed exempt from meeting the criteria established for
licensing or certification, or be otherwise 'grandfathered’ into the system." We
would ask that this section be removed from the bill, rather than risk
Subcommittee disapproval ofthis state’s plan for appraiser certification.



Position Paper
Senate Bill 470
Page Two

Secondly, we are concerned with proposed section AS 08.87.110(c) (page 3,
line 8), the bill's certification by "comity section. SB 470 provides for appraiser
certification without examination to persons who have been certified in another
jurisdiction wunder licensing standards substantially equivalent to those
established in this bill. This is common language, which we generally support.
However, given the veiy recent adoption of appraiser certification requirements
in this country, Alaska’s appraiser community is interested in seeing this
section rewritten to reflect admission by "reciprocity." The department supports
this request.

Rewriting this section to include reciprocity would mean that certification would
be granted without licensure to a person applying from anotherjurisdiction, but
only if 1) the appraiser certification standards were substantially similar to
those in Alaska, and 2) the jurisdiction which the person was moving from also
granted similar certification without examination privileges to Alaska-certified
appraisers interested in moving to that jurisdiction. While the department is
generally skeptical ofthe value and need for reciprocity provisions, because they
can hinder movement across state lines, until the appraiser industry nationwide
gets through this period oftransition and each state’s appraiser licensing plan is
approved by the Appraisal Subcommittee, we believe it valid to add this level of
protection for Alaska’s appraisal community.

Finally, our third concern deals with the voluntary nature of the proposed
certification plan outlined in SB 470. Proposed section AS 08.87.300 (see page 5,
line 6), permits appraisals bv uncertified appraisers. Given that some appraisal
work may not be tied directly to federally related transactions, SB 470 provides
that appraisers who may be involved in such transactions need not seek
certification by the Board of Real Estate Appraisers.

We believe creating two different classes of real estate appraisers in this state
will confuse the consumer. We are also concerned that 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 the appraisal is not acceptable to a
bank or other entity because it was not performed by a 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 aR persons seeking to provide
appraisal services in Alaska should be subject to the same set of standards.
SB 470 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.
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As stated before, there is an urgent need to enact appraiser certification
legislation this year. All appraisals performed after July ol 1991 must be done
by state certified appraisers. Legislation must past this year if the state is to
have the time necessary to begin testing and admitting qualified appraisers. We
support the intent of SB 470, but request that consideration be given to the
suggestions for amendment described above. With the changes suggested, the
department would support passage of SB 470.

LM/RPB/dgl6360D
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LEGISLATIVE AFFAIRS AGENCY

MEMORANDUWM February 16, 1990
SUBJECT: Sectional analysis of SB 470

(Work Order No. 6-1912)
TO: Senator Jim Duncan
FROM: John B. Gaguine 'jQG

Legislative Counsel
You have requested a sectional analysis of the above de-
scribed b ill.
As a preliminary matter, note that a sectional analysis or
summary of a b ill should not be considered an authoritative
interpretation of the b ill and the b ill itse lf is the best
statement of its contents. If you would like an interpreta-
tion of the b ill as it may apply to a particular set of cir-
cumstances, please advise.
Section 1 of the b ill 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 three members ap-
pointed by the governor - two appraisers and one public mem-
ber. The board would, in addition to the powers it has
under AS 08.01 (the centralized licensing statute), estab-
lish the examination specifications for certification as a
general real estate appraiser and as a residential real
estate appraiser (a person who is only certified as an ap-
praiser for residential property of up to four, or in some
cases twelve, units), and prescribe continuing education
requirements for renewal of certification.

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



Eenat%r Jim Duncan
a%e
epruary 16, 1990

experience necessary; subsectior. (c) provides for Alaska
certification of persons certified by other states if those
states have requirements substantially equivalent to
Alaska's.

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 in
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, is convicted of a crime in-
volving moral turpitude, or commits a fraudulent act as an
appraiser.

Article 4 contains general provisions. AS 08.87.300 pro-
vides that a person not certified as a real estate appraiser
may nevertheless appraise real estate as long as the person
does not hold out to be a certified appraiser. AS 08.87.310
requires certified appraisers to retain records for at least
three years. Finally, AS 08.87.900 defines several terms
used in AS 08.87.

Section 2 makes the Board of C ertified Real Estate
Appraisers subject to AS 08.01, the centralized licensing

chapter.

Section 3 creates a sunset date for the board of June 30,
twr.-—-——--

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.

Section 6 provides for "grandfathering" without examination
appraisers who otherwise meet the requirements for ce rtifi-
cation.

Section 7 provides for an effective date of July 1, 1990.

JBGrpl
WKP2/059
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LEGISLATIVE AFFAIRS AGENCY

MEMORANDUM January 17, 1990

SUBJECT: Regulation of real estate appraisers
(Work Order No. 6-1912)

TO: Senator Jim Duncan
Attn: Dale Staley

FROM: John B. Gaguine
Legislative Counsel

Enclosed you w ill find a b ill on the regulation of real
estate appraisers. The b ill is far shorter than the model
b ill you sent over, for a couple of major reasons'. First,
much of the material in the model b ill seemed to me more
appropriate for the board created by this b ill to adopt as
regulations. In this category were such items as the con-
tent of the appraiser examination, the procedures for renew-
ing a license and the requirement to notify the board of

changes of address. If you examine the other statutes in
T itle 8 (occupational licensing), none of them have the sort
of detail found in the model b ill, not even those regulating

such populous professions as law and medicine.

Second, the board w ill be covered by AS 08.01 (centralized
licensing), which confers rights and responsibilities on the
board. For example, AS 08.01.050 mandates the Department of
Commerce and Economic Development to handle numerous adminis-
trative duties on the board's behalf; AS 08.01.075 provides
the basis for the board's disciplinary powers; and AS 08.-
01.087 gives DCED power to investigate violations of AS 08.-
87. Thus, many of the provisions of the model bill are al-
ready found in AS 08.01.

| have given the board three members, since there are, |
believe, relatively few real estate appraisers working in

Alaska. I can easily expand its membership, if you wish.
If I may be of further assistance, please advise.

JBG:pi
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Appraiser Qualifications Board of e appraisal foundation

1029 Vermont A\c N.W. = Sut« 900 = Waehmgion. DC 20005 * (AR) 347-7722 « PAX" Q.@>NM727

APPRAISER QUALIFICATIONS CRITERIA
ADOPTED BY
APPRAISER QUALIFICATIONS BOARD
OF THE APPRAISAL FOUNDATION

GENERAL CERTIFICATION CLASSIFICATION

The General Certification Classification would apply to
appraisals of all types of real property.

Successful completion of written examination that
tests various items, including ethics and conduct.

College degree, or successful completion of 150
classroom hours of courses in subjects related to real
estate appraisal from a nationally recognized
appraisal organization, college or university approved
by the Appraiser Qualifications Eoard (AQD), and 15
classroom hours related to the Standards of
Professional Practice and Provisions of the State Act.

Equivalent of two years experience v/ithixi the previous

five years. The experience must be supported by
adequate written reports or file memoranda. A
detailed listing of the reports or file memoranda
shall be furnished for each year’s experience claimed.
It is possible that the experience will need to be
submitted.

The term of certification shall be not less than two,
nor more than four years.

Continuing Education
Prerequisite for renewal:

The equivalent of 10 classroom hours of instruction in
courses or seminars (approved by the AQB) for each
year during the period preceding the renewal.

(For example, a two-year certification terra would
require 20 hours; the hours may be obtained anytime
during the two-year term).

There are two alternatives to the classroom "'"iurs of
instruction. The completion of educational programs or
study determined by the AQB to be equivalent for
continuing education purposes, gs.participation other
than as a student in educational processes and
programs including, but not limited to, teaching,
program development, preparation of textbooks, etc.
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Raymond A. Loher

e . Pt APPRAISER QUALIFICATIONS CRITERIA
ADOPTED BY
0<n I Thorpe APPRAISER QUALIFICATIONS BOARD
OF THE APPRAISAL FOUNDATION

RESIDENTIAL CERTIFICATION CLASSIFICATION

The Residential Certification Classificati.cn would apply
primarily for one to four units.

Successful completion of written examii ?>n that
tests various items, including ethics anu ccnduct.

Collego degree, or successful completion of SO
classroom hours of courses in subjects related, to real
estate appraisal from a nationally recognised
appraisal organization, college or university approved
by the Appraiser Qualifications Board (AQQ);

and 15 classroom hours related to the Standards oi
Professional Practice and Provisions of the S'-aec Act.

Equivalent of two years experience within avious
five years. The experience must be suppo

adequate written reports or file memoranda

detailed listing of the reports or file mesuo. .ma
shall be furnished for each year's experience claimed
It is possible that the experience will need to bo

submitted.

The term of certification shall be not less than two,
nor more than four years.

Cont’nulng Education

Prerequisite for renewal.

The equivalent of 10 classroom hours of instruction in
courses or seminars (approved by the AQ3) for each
year during the period preceding the renewal.

(For example, a two-year certification term would
require 20 hours; the hours may be obtained anytime

during the two-year term).

There are two alternatives to the classroom hours of
instruction. The completion of educational programs or
study determined by the AQB to be equivalent for
continuing education purposes, or participation other
than as a student in educational processes and
programs including, but not limited to, teaching,
program development, preparation of textbhooks, etc.
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APPRAISAL SUBCOMMITTEE RELEASES GUIDELINES FOR STATE LICENSING
AND CERTIFICATION OF REAL ESTATE APPRAISERS

The Appraisal Subcommittee of the Federal Financial Institutias Examination Council
on January 18 released guidelines for state certtfication 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 federal ly-related real estate
transactions.

The federal requirement iscontained nTrde Xl of the Finacial Institutias Refor,
Recovery, and Enforcement Act of 1989 (tre ttviftbailout @l or FIRREA) . Congress
acted based on findings that major causes of the $150 hillionsavings and loan
collapse were (D) inflated appraisals and () aaflicts of interestamong gopraisers,
thraftoperators, and real estate developers. FIRREA also established the Appraisal
Subcommittee to monitor and assist state licensing and certafication actimity.

The guidelines i1ssued by the Subcommittee on January 18 address some of the
ambiguties about what form of state regulation woulld be acceptable for federal ly-
related real estate transactions, N partiaular kaddresses arbiguities about the
independence and adninistrative location of state gppraisal regulation agencies and
about "'grandfathering'’ of gopraisers.

Location and Ihdependence of Agency

The Appraisal Subcommittee expressed its preference fora totally independent
regulatory agency answerable to the govermor, as the best means of insullating the
agency fio" nthe influence of INdustries and individuals with a firercial Interest n
gopraisal licensure and crtificaion. At the same time, the subcommittee recognized
that there may be fisal constraints or other legitimete reasons why a separate agency
cannot be established. Insuch circunstances, according to the Subcommittee, “the
gopraisal certthicatian and licensing function should be located within a state regulatory
body which isstructured to adequately eliminate the influences of an affected Industry
over the gopraisal fuctaion.””~

In addrtion, to insure the Independence of the agency, appointment of tne agency
head or board should not be made by a person or persons affiliated with an affected
indstry. Smilarly, an agency head should not be actively engaged inan affected
business for the term of his or her appointment and for a reasonable period of time
after having office. And, any agency board or commission should not be dominated
by any one Industry or profession. The guidelines eqlicitly provide that appraisal
licensing and certaficataan activities should not be conducted by the same officials
responsible for real estate regulation and that agency licasing, certsficatian, and
disciplinary decisions should be subject to review only by the courts.

©en)



gRANPFAT-HERING ANP Q IJAUFICATION .CRITSmMA

The guidelines rerterate the qalification atteria NFIRREA.  Inlnef, cartified appraisers
must satisfy atteria established by the Appraisal Qualifications Board of the Appraisal
Foundation and must pas3 a state examination consistent with Appraisal Foundation
guidelines. Licensed appraisers must meet state testairg, experience, and educational
requirements.

"Grandfathering” sprohibited. The guidelines provide that: *"No individual or group of
individuals dall be deemed exempt from meeting the atteriaestablished for licansing
and cartthicaia, or be otherwise grandfathered “into the system.™

States are prohibited from requiring that an gpplicant for gopraisal certaficatian or
licensing hol"d another occupational licase. States must ensure that a code of
professional resparsibility s incorporated inmto gppraisal licensing and certification
requirements.

Comments

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

-Staff Contact: BillW aren.



APFAAISAL 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 XI 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 anu 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 OF 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 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™).
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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 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 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 order creating that 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 DECISION MAKING

Decisions as to whether to license and certify, 1.0 discipline or to
de-license or de-certify 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

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.



EXEMPTIONS AND GRANDFATHERING

No individual or group of individuals shall be deemed exempt from meeting
the criteria established for licensing or 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 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 XI 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.



REALTY ADVISORS, I NC.

February 16, 1990

Senator Richard I. Dick Eliason
Labor & Commerce

P.O. Box V (MS 3100)

Juneau, Alaska 99811

Re: Senate Bill 470

Dear Senator Eliason

It is my understanding that you will be holding a hearing on
Senate Bill 470 on February 21, 1990. I will be attending that
hearing by teleconference from Anchorage.

Enclosed herewith is a copy of a letter Isent to Senator

Duncan'so ffice outlining the opinion of the Real Estate
Appraiser's Task Force on this particular Bill.

Our organization strongly supports House Bill 523 which was
recently approved by wunanamious vote at ourlast membership
meeting. HB-523 hasalso been unanamiously approved by the

Legislative Committee of the Alaska Association of Realtors.
Thanks for your assistance in this matter.
Sincerely, -

0 R | 7
REAL ESTM3E APPRAISER'S TASK FORCE

Kemmeth Jay Gain, MAI, SRS, CCIM, CRE
Chairman

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

1844 W est Northern Lights Blvd mAnchorage Alaska 99517
1907) 279-8551



REALTY ADVISORS, I NC.

February 15, 1990

Mr. Dale Staley
Administrative Assistant

O ffice of Senator Jim Duncan
P.O. Box V

Juneau, Alaska 99811

Re: Senate Bill No. 470
Dear Dale:

As we discussed on the telephone yesterday, | am very pleased
that Senator Duncan understands the importance of enacting appro-
priate State Legislation to regulate appraisers during this ses-
sion of the Legislature.

As | mentioned to you, the Real Estate Appraiser's Task Force has
been working on this topic since last spring and we had been led
to believe that the Governor's office would introduce our Bill.
Unfortunately, we were not informed until the second week of the

Legislature that he would not. We, therefore, contacted Senator
Pat Rodey, due to his familiarity with real estate and banking
issues, to have a Bill prepared which incorporated all of the
recommendations of our Task Force. That Bill was prepared and is
included in the enclosed Resource Manual as Exhibit "B". Since
Senator Duncan introduced SB-470 before Senator Rodey had a
chance to introduce our Bill, Senator Rodey has advised us that
rather than introducing another Bill, we should concentrate on
SB-470,

After careful review of SB-470, | see that it incorporates a

number of our suggestions but is different in a number of areas.
Our first recommendation would be for Senator Duncan to consider

introducing our Bill (Exhibit "B" in the attached Resource Manu-
al) or HB-523, which is virtually identical to our Bill, as a
sponsor's substitute for a Senate Bill 470. If that is not
acceptable to him, we hope that he will incorporate the following

suggested amendments:
Section 08.87.010

In our study of the issue of board size, our Task Force
considered a three member board, a five member board, and a seven
member board. Due to the limited number of appraisers to be
regulated (estimated to be between 200-300), we felt that the

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

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



Mr. Dale Staley
February 15, 1990
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cost of a seven member board would be excessive. On the other
hand, we felt that a three member board was too small due to the
fact that a quorum would consist of only two people and as a re-
sult, one person who was both knowledgeable and persuasive could,
in effect, end up establishing policy for all appraisers within
the State of Alaska. For this reason, we believe that a five
member board is the best. In our original report (Exhibit "F" of
the attached Resource Manual), we proposed a board consisting of
four appraisers and one public member. However, subsequent
interpretation of the Federal req irements by the Federal Ap-
praisal Sub-Committee (See Exhibit ”“E"™ of the Resource Manual)
Indicated that it would not be accet .able to have a board domi-
nated by any one industry. We, therefore, proposed to Senator
Rodey, in a letter dated January 26 (See Exhibit "H") that the
board consist of one public member, two appraisers, a representa-
tive of the Mortgage Banking Industry, and the Executive Director
of the Alaska Housing Finance Corporation or his designee.

Under this same section, in our proposed Bill, we provided that
the Executive Secretary of the Alaska Real Estate Commission
would serve as Executive Secretary of the board. We believe that

this coordination is important.
Section 08.87.020(2)

While we strongly believe in the need for continuing education,
we believe that rather than leaving it totally up to the board,
there should be some guidelines adopted in the statute. As a
result, in our Bill (Exhibit "BH), we proposed Section 08.87.120
on continuing education requirements.

Section 08.87.110(1HA)

Although we are aware that the minimum guidelines proposed by the
Appraisal Foundation also allow for a baccalaureate degree in
lieu of the 150 classroom hours of appraisal education, we
strongly disagree with that requirement as being inadequate. It
might be marginally acceptable if a degree were required in real
estate, but even then, most real estate degrees only require from
45 to 90 hours of classroom education in appraisal. Because
appraising is a very specialized aspect of real estate, we be-
lieve that a person should have specific education in the field
and that a degree in unrelated subjects is not an adequate sub-

stitute.
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Section 08.87.110(2"

We believe that this level of experience is not sufficient and
instead have provided for four years of experience within the
previous seven, or three years experience as a "Registered Train-
ee" .

Section .08.87.110(b)

Again, we believe that specific appraisal education should be
required and that a degree in a non-related activity 1is not
acceptable. We also recommend that the years of experience be
increased to three years unless two of those were as a Registered

Trainee.
Section .08.87.110()

We believe that sub-section (1) should be amended by adding the
words and that provides for certification of non-residents under
conditions similar to those set out in this sub-section and
without discriminatory cost. We also believe that this section
should be amended by adding a new section as follows:

Successfully completes an examination that may be prescribed
by the board relating to appraisal matters unique to Alaska.

Section 08.87.900

We believe that this section should be expanded by defining the
terms "analysis assignment”™ "review assignment” and "valuation
appraisal". These terms are defined in our draft bill (Exhibit
"B") under .08.87.900 as items number 1, 11, and 12.

Section 5

We believe that it is very important that the initial appoint-
ments to the board, representing the appraisal industry, are
knowledgeable in the appraisal profession and we, therefore,
recommend adoption of the wording contained in Section 5 of our
Bill (Exhibit "B"™) which provides that such initial appointments
have either 10 years experience or be professionally designated
by a recognized real estate appraisal organization that requires
experience, education and testing to become a member.
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Section 6

We strongly object to transitional certification which, in ef-
fect, allows grandfathering of all existing appraisers without
the requirement of an examination. We strongly believe that the
creditability of the certification bill will be enhanced by
requiring that all appraisers must pass an examination. in
addition, the interpretations of the Federal Appraisal Subcommit-
tee (See Exhibit "E"), make it very clear that bills which allow
grandfathering will not meet the Federal requirements. We recog-
nize that there 1is always some concern about putting existing
persons out of a business when a new licensing law 1is required.
It is for this reason that we included in our Bill, section
08.87.320 providing for "Registered Trainees™ so that anyone who
might not otherwise meet the requirements could become affiliated
with a Certified Appraiser and continue their employment in the
appraisal industry until they can become certified 1in their own

right.

In addition to the suggested amendments to sections within S.B.
470, we urge expansion of the Bill to add the following sections
from our Bill:

Section .08.87.320 Registered Trainees

Section .08.87.330 Actions By Uncertified Real Estate
Appraisers Prohibited

Section .98.87.120 Continuing Education Requirements for
Renewal of Certificate.

Again, | would like to express our thanks for Senator Duncan's
interest in this very important issue and hope that he will
accept our comments in the spirit of recommendations for improved
Legislation rather than as criticism of his work to date.
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can provide you with any additional information not

contained in this letter or the attached Resource Manual, please

feel

CC:

free to call me.

William A. Larick, RM
Acting President,
Alaska Chapter American Institute of Real Estate Appraisers

Kenneth E. Hinchey, SRA
President, Alaska Chapter Society of Real Estate Appraisers

James McCourt, President, Alaska Association of Realtors
Joe Hayes
Legislative Representative for the Alaska Association of

Realtors

Realtor Board Legislative Committee
Anchorage, Mat-Su, Kenai, Katchemak, Fairbanks and Southeast

Lucille Stietz, Legislative Chairman, Alaska Mortgage
Banker's Association



REALTY ADVISORS, I NC.

February 19, 1990

Senator Richard I. Eilason
Alaska State Legislature
P.0O. Box V (MS 3100)
Juneau, Alaska 99811

Re: Regulation of Real Estate Appraisers
House Bill 523

Dear Senator Eilason:

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 X1
of the Financial Institutions Reform Recovery and Enforcement Act
of 1989 (FIRREA), all appraisals involved in Federal activities
must be performed 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 bill based upon similar Legislation
from Wyoming as a guideline. It was our understanding that the
O ffice 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 is an

almost identical version of the Legislation approved by us.
Accordingly, we urge your support for the passage of House Bill
523.

Real Estate Coun.-ling and Evaluation Asset Management.

Acquisition and Disposition of Ihvestment Properties

1844 W est Northern Lights Blvd » Anchorage A laska 99517
19071 279-8551



Senator Richard 1. Eilason
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As additional background on this issue, | am enclosing herewith a
copy of an article on this issue which | 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.

Chairman



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 is
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 issues 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 Ilikely to ever be
imposed by governmental regulation 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 is
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 is 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 in 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 Bail-out Legislation, all ap-
praisers involved 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. AIl such ap-
praisers, including 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 O ffice 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 for 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 in 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 1if a
Registered Trainee) and have 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 for 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 1important issue 13 that the Legislature pass
some form of licensing or certification so that the program can



be implemented before July 1/ 1991. Failure to enact such legis—
lation could seriously limit the ability to get financing in
Alaska or 1limit the ability to complete public works projects
involving Federal funding!

While this proposed legislation will not directly affect real
estate licensees not engaged in appraisal work, it will have a
significant impact on a profession 1involved 1in most real estate
transactions. Accordingly, it is legislation which licensees
should be aware of and which could have a negative 1impact on
licensee®s 1income if the Legislature fails to enact a Bill meet—
ing the Federal Standards.





