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Message from the Chair

Diane Quigley

Merry Christmas and Happy New
Year to all Commonwealth
appraisers and trainees!

The Board’s Broker Price Opinion
(BPO) Committee has finished its
work. The BPO Committee met
with representatives of the Virginia
Real Estate Board (REB) and
produced an REB BPO Guidance
Document and a couple other
ideas. You can read more about
this on pages 3 and 4.

New Board Regulations, with minor
changes to the “Appraisal
Experience” definitions, went into
effect on November 1, 2009. You
can read about this on page 4.

Disciplinary actions from the
August and November 2009 Board
meetings are listed on pages 5 and
6. A number of these cases
concerned Virginia appraiser
licensees who were disciplined by
other states’ appraiser boards
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where they also hold an
appraiser license. A Virginia
appraiser licensee who is
disciplined by another state
constitutes “Unworthiness” and
violates 18 VAC 130-20-180.K.4
of the Board’s Regulations.

In addition, most of these
licensees failed to inform the
Board in writing within 30 days of
the disciplinary action taken by
another state’s appraiser board,
thereby also violating 18 VAC
130-20-180.K.5 of the Board’s
Regulations.

If you are disciplined by another
state’s appraiser board, make
sure you inform the Virginia
Board of this action in writing
within 30 days of the act so as to
not compound the problem.

The 2010-2011 USPAP goes
into effect on January 1, 2010,
and the Board mailed a copy of
the new USPAP to all its
licensees at the end of
November. Each appraiser’s
biennial license renewal fee
includes $21 to pay for a copy of
USPAP.

The Appraiser Standards Board
(ASB) issued a “Summary of
Actions Related to Proposed
Changes” document on April 3,
2009, explaining the changes
made in the 2010-2011 edition of
USPAP. This document is
reproduced on pages 7-15.

(‘Message’ continued on page 16)
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Real Estate Appraiser Board Members & Staff

Board Members

Diane Quigley
Centreville, VA
Chair
Term ends April 2, 2013

Harry O. Lewis
Richmond, VA
Vice Chair
Term ends April 2, 2010

Betsy T. Critzer
Earlysville, VA
Licensee Member
Term ends April 2, 2012

John C. Harry, llI

Chesapeake, VA

Licensee Member
Term ends April 2, 2013

H. Glenn James
Norfolk, VA
Licensee Member
Term ends April 2, 2012

Sandra Johnson
Chesapeake, VA
Mortgage Lending Industry
Term ends April 2, 2010

Douglas Mullins, Jr.
Wise, VA
Citizen Member
Term ends April 2, 2010

Ryan A. Myers
Sterling, VA
Citizen Member
Term ends April 2, 2012

Richard A. Pruitt
McLean, VA
Licensee Member
Term ends April 2, 2013
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Real Estate Board and Real Estate Appraiser Board
Broker Price Opinion Working Group

At its February 24, 2009, meeting, the Real
Estate Appraiser Board (REAB) established a
Broker Price Opinions (BPO) Committee to
determine whether BPOs performed by Virginia
licensed real estate brokers and salespersons
comply with federal or state law or regulation.
The REAB expressed concern that some BPOs
performed by licensed salesperson and brokers
may have been performed and used when an
appraisal was required. The REAB BPO
Committee consists of REAB Chair Diane
Quigley and REAB members Richard Pruitt,
Betsy Critzer and Glenn James.

The BPO Committee met on May 22, 2009, and
heard concerns about BPOs conducted by
salespersons and brokers from Virginia Certified
Residential Real Estate Appraisers Mack
Strickland and Jayne Allen. Former REAB
Member Pat Turner suggested the REAB seek
to establish a working group with the Virginia
Real Estate Board (REB) to examine the
performance of BPOs by REB licensees.

The Committee also heard from Virginia
Association of Realtors Special Counsel
Lawrence Marshall who recommended the
Committee focus on establishing sound
standards for real estate licensees who conduct
BPOs in accordance with Virginia law.

The BPO Committee approved two actions on
May 22: 1) The REAB seek to establish a
Working Group with the REB to address BPOs;
and 2) Direct Board staff to summarize BPO
prohibitions in other states.

REAB Chair Diane Quigley wrote a letter to REB
Chair Carol Clarke requesting a REAB and REB
BPO Working Group be established. The REB
considered and approved this request at its July
9, 2009, meeting and appointed Board members
Byrl Phillips Taylor, Scott Gaeser and Sharon
Johnson to serve on the Working Group.

The REAB and REB BPO Working Group met
on September 1, 2009. At this meeting, Mr.
Strickland stated he believes BPOs are
appraisals and an appraiser license should be
required to perform a BPO.

Ms. Allen stated that real estate licensees who
conduct BPOs should meet minimum education

and qualification standards. She submitted a
copy of the BPO Standards Board “Broker Price
Opinions Standards and Guidelines” document
as an example of some of these standards.

Mr. Marshall stated that § 54.1-2010.A.1 of the
Code of Virginia is the governing statute
authorizing licensed real estate brokers and
salespersons to perform BPOs or Comparative
Market Analyses (CMAs). This statute allows
licensed brokers and salespersons “in the
ordinary course of business, [to] provide a
valuation or analysis of real estate for a fee;
however, such person shall not hold himself out
as a real estate appraiser, and the valuation
shall not be referred to as an appraisal and shall
not be used in lieu of an appraisal performed by
a licensed appraiser.”

Mr. James stated that it may be helpful to
implement standards of practice to improve the
quality of BPOs performed by real estate
licensees. He cited the BPO Standards Board
“Broker Price Opinions Standards and
Guidelines” document as a resource for
establishing such standards of practice.

The BPO Working Group approved three items
at the September 1 meeting: 1) Board staff to
draft a guidance document for REB
consideration outlining the current statutory and
regulatory provisions governing the creation of
BPOs/CMAs by real estate licensees; 2) If the
REB adopts this guidance document, then an
article explaining its provisions should be placed
in an upcoming issue of VREB Speaking; and 3)
The REB may consider amending its regulations
to add provisions governing the creation of
BPOs/CMAs by its licensees.

The Real Estate Board considered and approved
a “Broker Price Opinion Guidance Document” at
its November 19, 2009, meeting.

This Guidance Document is reproduced on Page
4 of this newsletter and is online at: http://
www.townhall.virginia.gov/L/ViewGDoc.cfm?
gdid=4058

The May 22, 2009, and September 1, 2009,
BPO Working Group Meeting Minutes are online
at: http://www.townhall.virginia.gov/L/
Meetings.cfm?boardid=90&time=past180
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Real Estate Board Broker Price Opinion Guidance Document

The Real Estate Board is issuing this guidance document in order to assist its licensees in under-
standing the requirements of § 54.1-2010.A.1 of the Code of Virginia as a means of providing infor-
mation or guidance of general applicability to the public:

To ensure that the Real Estate Board’s broker and salesperson licensees comply with § 54.1-
2010.A.1 of the Code of Virginia, the Board prohibits any licensee who provides a valuation or
analysis of real estate (such as a Broker Price Opinion) for a fee in the ordinary course of business
from holding himself out as a real estate appraiser. Such valuation or analysis shall not be referred
to as an appraisal, and it shall not be used in lieu of an appraisal performed by a certified or li-
censed appraiser when an appraisal is required by federal or state law or regulation.

Further, in accordance with 18 VAC 135-20-300.8 of the Board’s Regulations, any licensee who
knowingly makes any false statement or report, or willfully misstates the value of any land, property
or security for the purpose of influencing in any way the action of a lender may be in violation of the
Board’s regulation prohibiting misrepresentation or omission.

Further, in accordance with 18 VAC 135-20-160 of the Board’s Regulations, every principal broker
or supervising broker of a place of business or branch office shall exercise reasonable and ade-
quate supervision of the provision of real estate brokerage services (to include the valuation or
analysis of real estate, e.g., Broker Price Opinions) by associate brokers and salespersons as-
signed to the place of business or branch office.

Further, in accordance with 18 VAC 135-20-280.2 of the Board’s regulations, it is improper to accept
a commission or other valuable consideration (including fees for Broker Price Opinions), as a real
estate salesperson or associate broker, from any person except the licensee’s principal broker at
the time of the transaction, for performance of any of the acts specified in Chapter 21 (§54.1-2100
et seq.) of the Code of Virginia or the regulations of the board or related to any real estate transac-
tion without the consent of the broker.

Further, in accordance with 18 VAC 135-20-330 of the Board’s Regulations, principal and supervis-
ing brokers may be held responsible for failing to take reasonable action to remedy situations that
lead to unlawful acts or regulatory violations by licensees and employees under their supervision.

Virginia Real Estate Appraiser Board Regulatory Changes

The Real Estate Appraiser Board Regulations were
amended on November 1, 2009. The appraisal
“Experience” definitions in 18 VAC 130-20-10 of the
Board's Regulations were amended to comply with the
Real Property Appraiser Qualification Criteria established
by The Appraiser Qualifications Board of The Appraisal
Foundation.

N

A copy of these new regulations are available on the
Virginia Real Estate Appraiser Board website at http:/
www.dpor.virginia.gov/dporweb/apr_main.cfm. Please call
the Board office at 804-367-2039 if you have any questions
about these changes.
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Board Disciplinary Actions

If a complaint is filed against an appraiser licensed by the Virginia Real Estate Appraiser Board (the Board), the
complaint is reviewed by the Compliance and Investigations Division (CID) of DPOR to determine if a violation of
the Board’s laws or regulations may have occurred. If there is probable cause of a violation, an investigation is
initiated. If the investigation reveals that one or more violations may have occurred, the licensee receives notice to
appear at an informal fact-finding conference (IFF) to address these alleged violations.

In some cases the licensee may be offered a pre-IFF Consent Order. A Consent Order is an agreement between
the licensee and the Board consisting of specific violations and sanctions. Pre-IFF Consent Orders eliminate the
time and expense associated with conducting an IFF.

If an IFF is held, a recommendation from the IFF hearing officer consisting of violations and proposed sanctions is
submitted to the Board for consideration at its next regularly scheduled meeting. The Board can take the following
disciplinary actions against a licensee: assess a monetary penalty; suspend or revoke a license; place an
individual on probation, require additional education, or deny renewal. A licensee can continue to practice as an
appraiser throughout the disciplinary process until the Board either revokes or suspends his license.

THE FOLLOWING DISCIPLINARY ACTIONS RENDERED BY THE BOARD AT ITS AUGUST and NOVEMBER
2009 MEETINGS CAN BE VIEWED AT: www.dpor.virginia.gov. Click on “License Lookup.” Then click on
“Search Disciplinary Actions Occurring since April 1,2002.” Then enter the Case Number in the blank
“Search” box. Then click on the “Search” button. Then click on the highlighted “File Number.” The
Order and Report of Findings for that case will appear.

Case No. Licensee Violation/Sanction
2009-01301 Faisal A. Malik 18 VAC 130-20-180.K.1 - Unworthiness
Fairfax, VA 18 VAC 130-20-180.D - Development of Appraisal (5 Counts)

Fined $3000, $150 Board Costs, 15-hour USPAP Course, 15-hour
upper level residential course

2009-02583 Timothy D. Coester 18 VAC 130-20-180.D - Development of Appraisal (2 Counts)
Rockville, MD Fined $600, $150 Board Costs
2009-01059 Thorbjorn R. Larsen, Il 18 VAC 130-20-180.K.1 - Unworthiness (2 counts)
Bethesda, MD Fined $4000, Two-year License Suspension
2009-00728 Jolene Unger-Sharp 18 VAC 130-20-180.D - Development of Appraisal
Chesapeake, VA Fined $750, 30-hour upper level residential course
2009-00811 Mae H. Lang 18 VAC 130-20-180.K.1 - Unworthiness
Front Royal, VA 18 VAC 130-20-180.D - Development of Appraisal (2 Counts)
Fined $1400, 15-hour USPAP Course, 90-day License Suspension
2009-00813 Mae H. Lang 18 VAC 130-20-180.K.1 - Unworthiness
Front Royal, VA 18 VAC 130-20-180.D - Development of Appraisal (2 Counts)

Fined $1400, 15-hour USPAP Course, 90-hour upper level
residential course, Unable to supervise appraiser trainees for 2 years

2008-03090 Stephen M. Smith 18 VAC 130-20-180.K.1 - Unworthiness
Fredericksburg, VA 18 VAC 130-20-180.D - Development of Appraisal (2 Counts)
Fined $900, 30-hour upper level residential course
2008-01472 Janine R. Leonard 18 VAC 130-20-180.K.1 - Unworthiness
Lorton, VA 18 VAC 130-20-180.D - Development of Appraisal

18 VAC 130-20-180.E - Appraisal Report Requirements
Fined $2400, 15-hour USPAP Course, 45-hour upper level
residential course
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Board Disciplinary Actions (cont.)

Case No. Licensee Violation/Sanction
2009-02996 Robert A. Craig, IlI 18 VAC 130-20-180.K.1 - Unworthiness (2 counts)
Portsmouth, VA Fined $150, $150 Board Costs, License Revocation
2009-02767 Newell S. Gordy 18 VAC 130-20-180.D - Development of Appraisal (3 Counts)
Alexandria, VA Fined $1200, $150 Board Costs, 15-hour USPAP Course, 45-hour
upper level residential course
2008-03250 Kamel M. Musah 18 VAC 130-20-180.D - Development of Appraisal (3 Counts)
Dumfries, VA 18 VAC 130-20-180.E - Appraisal Report Requirements (2 counts)
Fined $2000, 30-hour upper level residential course
2008-04200 Melissa L. Blanken 18 VAC 130-20-170.2 - Obtain a license by false/fraudulent
Stafford, VA representation
License Revocation
2010-00658 James D. Nolan 18 VAC 130-20-180.K.4 - Unworthiness
Baltimore, MD 18 VAC 130-20-180.K.5 - Unworthiness
No Sanction
2009-04360 Anthony A. Tate 18 VAC 130-20-180.K.4 - Unworthiness
Kingsport, TN 18 VAC 130-20-180.K.5 - Unworthiness
Fined $350, $150 Board Costs, Complete Education Courses
required by the Tennessee Real Estate Appraiser Commission
2009-04041 William P. Alexander 18 VAC 130-20-180.B.1.a - Failure to Report Address Change
Arnold, MD 18 VAC 130-20-180.K.4 - Unworthiness
18 VAC 130-20-180.K.5 - Unworthiness
Fined $1000, $150 Board Costs, 15-hour USPAP Course
2009-02227 Suresh K. Hatte 18 VAC 130-20-180.D - Development of Appraisal (3 Counts)
Landover Hills, MD 18 VAC 130-20-180.E - Appraisal Report Requirements
Fined $2000, 12-month License Suspension, License
Probation until completes 150 classroom hours of pre-license
education required for Licensed Residential Appraiser License
2009-04361 Alden E. Hess 18 VAC 130-20-180.K.4 - Unworthiness
Abingdon, VA 18 VAC 130-20-180.K.5 - Unworthiness
Fined $500, 12-month License Probation with Quarterly Reporting
2007-03933 Sally A. Regan 18 VAC 130-20-180.K.1 - Unworthiness (2 counts)
Clarksville, VA 18 VAC 130-20-180.D - Development of Appraisal (2Counts)
18 VAC 130-20-180.E - Appraisal Report Requirements (2 counts)
Fined $2100, $150 Board Costs, 30-hour upper level residential
course, 15-hour USPAP Course
2008-01409 James E. Patton, Jr. 18 VAC 130-20-180.D - Development of Appraisal (2 Counts)
Spotsylvania, VA No Sanction
2009-00378 lan D. Callison 18 VAC 130-20-180.E - Appraisal Report Requirements
Clifton, VA Fined $1000, $150 Board Costs, 60-day License Suspension,
15-hour USPAP Course
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2010-2011 USPAP Mailed to all Board Licensees -
New USPAP Goes into Effect on January 1, 2010

The 2010-2011 edition of the Uniform Standards of Professional Appraisal Practice (USPAP) has
been adopted by the Appraisal Standards Board (ASB) of the Appraisal Foundation and was mailed
to all active and inactive Virginia Real Estate Appraiser Board (Board) licensees (Certified General,
Certified Residential, Licensed Residential and Trainee) in November 2009. The Board’s bi-annual
individual appraiser license renewal fee includes a $21 charge to pay for a copy of USPAP for each
Virginia appraiser.

The 2010-2011 edition of USPAP goes into effect on January 1, 2010, and is valid through
December 31, 2011. The ASB issued a “Summary of Actions Related to Proposed Changes”
document on April 3, 2009, explaining the changes made in the 2010-2011 edition of USPAP and
the rationale for these changes. This “Summary” document is available online at: http:/
www.appraisalfoundation.org/s_appraisal/sec.asp?CID=60&DID=89 and is reproduced here:

APPRAISAL STANDARDS BOARD
SUMMARY OF ACTIONS RELATED TO PROPOSED CHANGES

Background

On April 3, 2009, the Appraisal Standards Board (ASB) approved and adopted modifications to the
Uniform Standards of Professional Appraisal Practice (USPAP). This action was the culmination of
a 15-month joint ASB/AQB campaign that asked appraisers, users of appraisal services, regulators,
educators, and others how well USPAP and USPAP education were serving their needs. This was
accomplished with a series of public documents and public meetings. Written comments were
received from almost 2,000 individuals, and oral comments were provided at public meetings. The
ASB considered every comment, developed a work plan to address the issues brought forward, and
received public comment on a proposed work plan. The work plan included changes for the 2010-
11 edition of USPAP, as well as additional changes (such as those involving the issue of reporting)
for the 2012-13 edition of USPAP.

2010-2011 Changes

The changes to USPAP that were adopted by the ASB were the result of three exposure drafts,
issued on October 3, 2008, December 10, 2008, and February 10, 2009. These changes will be
incorporated in the 2010-11 edition of USPAP and associated guidance material with an effective
date of January 1, 2010. The Exposure Drafts proposed changes to the following areas of USPAP:
* Definition of “Signature”

* Definition of “Jurisdictional Exception”

* Definition of “Assignment”

» The ETHICS RULE

» The COMPETENCY RULE

» The JURISDICTIONAL EXCEPTION RULE

+ STANDARD 3, Appraisal Review, Development and Reporting

The Board received written comments from interested parties on all three exposure drafts and
heard oral comments at public meetings held on November 18, 2008, February 23, 2009, and April
3, 2009.

The goal of the Uniform Standards of Professional Appraisal Practice is to promote and maintain a
high level of public trust in appraisal practice by establishing requirements for appraisers. All
potential changes and additions to USPAP are evaluated in light of this goal. The adopted changes
are intended to improve the clarity, understanding and enforcement of USPAP, thereby furthering
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the goal of promoting and maintaining public trust in appraisal practice.

In reviewing comment letters received on the exposure drafts, the ASB’s primary focus is the
reasoning and insight presented in the letters, rather than the source or authorship. The ASB is
guided by the quality, relevancy, and accuracy of the points made, and not their frequency.

The actions taken by the Board, and rationale for those decisions, are discussed below. With the
exception of minor administrative edits, the Board adopted the proposed revisions to USPAP as
contained in the Third Exposure Draft.

Definition of “Assignment”

Action: The Board adopted the revisions proposed in the Third Exposure Draft. The definition of
Assignment was changed from “a valuation service provided as a consequence of an agreement
between an appraiser and a client” to “1) an agreement between an appraiser and a client to
provide a valuation service; 2) the valuation service that is provided as a consequence of such an
agreement.”

Rationale: The prior definition clearly stated that an assignment was the service provided.
However, there are several instances in USPAP where assignment is used to refer to the
agreement itself. As a result, the Board addressed this inconsistency by revising the definition
rather than rewording the document wherever assignment is used to refer to the agreement.

Definition of “Signature”

Action: The Board adopted the revision proposed in the Third Exposure Draft. The Comment was
removed from the definition of Signature.

Rationale: The Comment was deleted from the definition and new language was added to the
ETHICS RULE to address when appraisers affix or authorize the use of their signature. This change
appropriately relocates requirements for proper management of an appraiser’s signature from the
definition to a Rule.

Definition of “Jurisdictional Exception”

Action: As was proposed in the Third Exposure Draft, the Board adopted a revision to the definition
of the term Jurisdictional Exception from “an assignment condition that voids the force of a part or
parts of USPAP, when compliance with part or parts of USPAP is contrary to law or public policy
applicable to the assignment,” to “an assignment condition established by applicable law or
regulation, which precludes an appraiser from complying with a part of USPAP.”

Rationale: The Board changed both the definition of Jurisdictional Exception and the
JURISDICTIONAL EXCEPTION RULE. In both, the language that described parts of USPAP that
are contrary to law was changed to law that precludes compliance. This change is intended to
clarify that jurisdictional exceptions are created when compliance with USPAP is precluded by law
or regulation.

The ETHICS RULE
Action: The ETHICS RULE was largely rewritten. The proposed changes from the Third Exposure
Draft were adopted, making revisions to portions of the entire Rule: the introductory section,

Conduct section, Management section, Confidentiality section, and Record Keeping section.

Rationale: The primary impetus behind the revisions to the ETHICS RULE is to increase clarity and
enforceability, and to promote and preserve public trust. Rationale for the changes to each section
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of the ETHICS RULE follows.
ETHICS RULE, Introductory Section

The introduction was reorganized and reworded to be more direct. Language formerly in the Rule
was moved to the Comment and edited for clarity.

USPAP is applicable to individuals; as stated in the PREAMBLE, it establishes “requirements for
appraisers.” Therefore, portions of the Comment that were not enforceable since they relate to the
ethical responsibilities of groups and organizations were deleted.

However, a portion of the Comment from the Management section related to an appraiser’s
obligations when employed by a group or organization has been moved to the introductory section.
These general statements about appraiser compliance with USPAP are more appropriate in this
section.

Conduct Section
The Conduct section of the ETHICS RULE was reorganized to emphasize prohibitions.

A specific admonition against performing assignments with bias was added. This has always been
implicit in the other admonishments; however, specifically adding it enhances clarity.

The admonitions against “misleading or fraudulent” acts were separated. The Board believed it
was necessary to distinguish between a misleading act and a fraudulent one. Further, the Board
added the term “knowingly” to differentiate between ethical violations and errors of performance.

The ASB further clarified appropriate conduct; and reordered the Conduct section by modifying
and expanding the disclosure requirements to the following: Prior to accepting an assignment, and
if discovered at any time during the assignment, an appraiser must disclose to the client and in the
report certification:

* any services regarding the subject property performed by the appraiser within the prior three
years, as an appraiser or in any other capacity.

This disclosure requirement will allow a prospective client to know, at the time of the assignment,
whether the appraiser is performing, or has performed other services with regard to the property,
such as property management, leasing, brokerage, auction, or investment advisory services, , thus
allowing the client to determine potential conflicts, if any.

Whether for potential or perceived conflicts of interest, disclosure prior to accepting an assignment
is important to preserving public trust. The client should have an opportunity to evaluate this
information before the appraiser is engaged. The appraiser must avoid bias — a preference or
inclination that may preclude his or her impartiality, independence, or objectivity in the assignment.
The perception of possible bias is also potentially damaging to public trust in the appraisal
profession. Therefore, appraisers have an obligation to disclose an interest and potential conflict to
the client prior to being engaged in an assignment.

Management Section

The ASB clarified that payment “by the appraiser’ of undisclosed fees, commissions or things of
value in connection with the procurement of an assignment is unethical. This revision, in the Rule
and in the Comment, clarifies that the payment is made by the appraiser, rather than fo the
appraiser; a fact which has been a source of some confusion in the marketplace.

The Board edited the structure of the admonishments regarding advertising and payment of
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undisclosed fees so that they match the structure of the admonishment against contingent
compensation and are more forceful.

As indicated previously, the Board adopted changes to the definition of “signature.” In addition,
requirements regarding the appropriate use of an appraiser’s signature were made to the
Management section of the ETHICS RULE.

The Comment to the definition of “signature” was deleted. New language was added to the ETHICS
RULE to address when appraisers affix or authorize the use of their signature. This change
appropriately relocated requirements for proper management of an appraiser’s signature from the
definition to a Rule.

Confidentiality Section

The Confidentiality section of the ETHICS RULE focuses on the appraiser-client relationship and
the use of confidential information and assignment results. Edits to the format of this section were
made to make clear who may have access to certain information. In addition, information regarding
the Graham-Leach-Bliley Act of 1999 currently in the Rule was moved to a footnote. The
information describes legislative background, and does not impose requirements on appraisers;
therefore, it is more appropriate in a footnote than in the text of the Rule.

Record Keeping Section

The Record Keeping section of the ETHICS RULE sets forth when an appraiser must have a
workfile for an assignment, what must be in the workfile, and workfile retention and access
obligations. The ASB edited the format of this section for clarity.

The existing language in this section stating “An appraiser must have custody of his or her workfile,
or make appropriate workfile retention, access, and retrieval arrangements with the party having
custody of the workfile,” led to some confusion. As a result, the Board is added the following new
language, “An appraiser having custody of a workfile must allow other appraisers with workfile
obligations related to the assignment appropriate access and retrieval.”

The Board also deleted an appraiser’s obligation to allow the client access to the workfile for a
Restricted Use Appraisal Report. The requirement that all appraisal reports contain sufficient
information to enable the intended users of the appraisal to understand the report properly made
this ETHICS RULE statement unnecessary.

Conforming edits to SR 2-2(c)(viii), SR 8-2(c)(viii) and SR 10-2(b)(ix) were also made.
The COMPETENCY RULE

Action: The COMPETENCY RULE was essentially rewritten by the Board. The changes proposed
in the Third Exposure Draft were adopted.

Rationale: Overview of Changes

The prior COMPETENCY RULE was a brief, general statement, followed by 33 lines of Comment.
The Comment addressed a number of different topics, including a rationale for the requirements of
the Rule, examples of areas where competency is important, recognition of the diversity in
appraiser experience and background, how an appraiser may obtain competency, and a discussion
of geographic competency and its importance.

The following changes to the format of the Rule were made to improve its clarity:

e Dividing the Rule into three sections to distinguish an appraiser’'s competency obligations in an
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assignment.
¢ Including a description of the characteristics of competency.

e Clearly stating the alternative actions an appraiser can take when he or she is not competent to
perform the assignment.

Specific Changes to the COMPETENCY RULE

The first section of the Rule more clearly sets forth the requirements for competency. A portion of
the prior Comment addressing an appraiser’s familiarity with laws and regulations has been
included here as an element of competency. The Comment in the new Rule maintains the list of
areas where an appraiser’s competency should be considered, and clarifies that competency
applies at the time the appraiser provides the service.

The second section of the COMPETENCY RULE lists the three requirements for an appraiser who
has determined that he or she is not competent, but wishes to accept the assignment. The
requirements are followed by the portion of the prior Comment (with edits) which addresses how
competency can be attained in this situation. No change was made in these requirements, although
edits were made to improve clarity.

The third section of the COMPETENCY RULE addresses the three existing requirements for an
appraiser who has determined during the course of an assignment that he or she is not competent.
This material was part of the prior Rule, but was presented as a Comment. In the new Rule, these
requirements are presented as a separate section. In order to improve understandability, the new
text specifies the steps an appraiser should take in this situation. The prior Rule simply referred
appraisers to the prior section of the Rule. The improved clarity of the requirements offsets the
repetitive presentation.

The fourth and final part of the COMPETENCY RULE states an appraiser’s obligation to withdraw
from the assignment if he or she is unable to comply with the requirements of the COMPETENCY
RULE. This point was clearly implied by the prior Rule, and has been presented in current USPAP
education courses, but an explicit statement was considered necessary based on comments
received by the ASB.

Other revisions and edits were made throughout to improve clarity.
The JURISDICTIONAL EXCEPTION RULE
Action: The Board adopted the revisions proposed in the Third Exposure Draft.

Rationale: Work done in prior years related to the SUPPLEMENTAL STANDARDS RULE led the
ASB to review the structure and content of the JURISDICTIONAL EXCEPTION RULE. The Board
concluded that the structure of the Rule was not consistent with other Rules in USPAP and the
requirements could be clearer. This decision was reinforced by responses to the Invitation to
Comment calling for revisions to USPAP for greater clarity and enhanced enforcement.

The Rule, as it previously existed, served two purposes: first, in the event that a law or regulation of
any jurisdiction was contrary to any portion of USPAP, USPAP ceded its authority to that law;
second, only the portion of USPAP that contradicted an existing law would be rendered void and the
appraiser would still be required to comply with the remainder of USPAP.

The JURISDICTIONAL EXCEPTION RULE has been misunderstood and misapplied by some
appraisers and users of appraisal services. Appraisers often believed that the Rule was applicable
when, in fact, it was not; and clients and intended users believed that their regulations and
guidelines were jurisdictional exceptions when, in fact, they were not.
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As stated previously, the Board changed the definition of “Jurisdictional Exception’ and the
JURIDICTIONAL EXCEPTION RULE. In both, the language that describes parts of USPAP that are
contrary to law was changed to law that precludes an appraiser from complying with USPAP.
Conceptually, this is not intended to change the meaning, but to clarify that jurisdictional exceptions
are created when compliance with USPAP is precluded by law or regulation.

In the past, the Board had received questions relating to whether state and local laws took
precedence over parts of USPAP when compliance with USPAP is required by federal law or
regulation. This concern has been addressed by the addition of the Comment distinguishing the
applicability of the Rule in assignments where compliance with USPAP is required by federal law or
regulation, from its applicability in those assignments where USPAP compliance arises from other
requirements, or by choice.

The descriptions of “law” and “regulation” in this Rule were also edited to conform to the description
of those terms currently in the SCOPE OF WORK RULE.

The term “public policy’ was deleted from the Comment because “public policy’ is not consistently
interpreted and does not always have a comparable level of precedent, rigor, and legal acceptance
differentiating it from laws and regulations that preclude compliance with USPAP Allowing USPAP
compliance when portions of USPSP cannot be applied is the intent of the JURISDICTIONAL
EXCEPTION RULE.

The ASB clarified the Rule by reorganizing the text and specifically identifying the four requirements
imposed on an appraiser in assignments involving a jurisdictional exception:

1. identify the law or regulation that precludes compliance with USPAP;

2. comply with that law or regulation;

3. clearly and conspicuously disclose in the report the part of USPAP that is voided by that law or
regulation; and

4. cite in the report the law or regulation requiring this exception to USPAP compliance.

The first and second statements are to identify and comply with the appropriate law or regulation
creating the jurisdictional exception. Previously this was addressed with a negative statement,
rather than the newly adopted positive statement of the appraiser’s responsibility to follow laws and
regulations.

The third and fourth statements deal with the appraiser’s disclosure obligations. The prior version of
the JURISDICTIONAL EXCEPTION RULE stated that failure to make these disclosures was
misleading, rather than affirmatively stating that such disclosures are required. Furthermore, this
was addressed in the Comment rather than the main body of the Rule.

STANDARD 3, Appraisal Review, Development and Reporting

Action: The revisions to STANDARD 3 proposed in the Third Exposure Draft were adopted. The
Standard has been rewritten significantly.

Rationale: The Board had made updates and changes to STANDARD 3 in the past; however, a
thorough review of the requirements and organization of STANDARD 3 had not been performed by
the ASB in many years. In addition, the ASB received numerous written and oral comments
regarding aspects of STANDARD 3 that warranted serious consideration. For these reasons, the
ASB examined of all the requirements that apply to appraisal review development and reporting.
The goals of this examination were to:

e Revise the Standard for consistency with the requirements of the other Standards;
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e Update the requirements for compatibility with current practices; and
e Review the organization and text to improve clarity.

The ASB’s intent was to update and clarify the requirements for appraisal review, not to introduce
changes to current appraisal review practice or create new appraisal review requirements. The
changes made in STANDARD 3 are extensive; as such, this Rationale will provide an overview of
the changes followed by a more detailed discussion of the each changed section.

Overview of Changes

An examination of the requirements for appraisal review revealed that although the Standard
addresses the requirements for both development and reporting, the requirements are often not
distinct or fully elaborated. Therefore, revisions were made to expand and distinguish the
development and reporting requirements.

A review of the other Standards revealed that they all include a basic format of general
requirements followed by specific requirements. For example, Standards Rule 1-1 provides for the
basic requirements of appraisal development, followed by the requirements of problem identification
in Standards Rule 1-2. The remaining Standards Rules present more specific requirements.
However, STANDARD 3 did not follow this format, which complicated understanding, application,
education, and enforcement. Therefore, revisions were made to create a more logical and
comprehensive structure.

The requirements of Standards Rules 3-1(d) through (g) present the requirements related to the
process of appraisal review. The considerations previously required (completeness, adequacy,
relevance, appropriateness, and reasonableness) failed to reflect the true nature of current practice
and were somewhat repetitive. The reviewer’s scope of work can include much less than, or much
more than, these considerations. Further, there was no distinction of the difference between
reviewing an analysis (development) and reviewing a report. The revisions made are intended to
better guide a review process that is in practice quite broad and flexible.

A common area of misunderstanding in STANDARD 3 related to the requirements that apply to
reviewers who are providing their own opinion(s) related to the subject of an appraisal, an appraisal
review, or an appraisal consulting problem addressed in the work under review. In the review of an
appraisal assignment, the reviewer can provide an opinion of value for the property that is the
subject of the appraisal review assignment. In the review of an appraisal review assignment, the
reviewer can provide an opinion of quality for the work that is the subject of the appraisal review
assignment. In the review of an appraisal consulting assignment, the reviewer can provide an
analysis, recommendation, or opinion for the consulting problem that is the subject of the appraisal
consulting assignment. Revisions were made to organize and clarify the requirements that apply to
a reviewer providing their own opinion of value, review opinion, or consulting conclusion related to
the work that is the subject of the appraisal review assignment.

Revisions and edits were also made throughout to improve clarity.
Specific Changes to STANDARD 3
The STANDARD was divided into two sections: one addressing development, and one addressing

reporting. The revised language mirrors the form and content of the other STANDARDS.

The Comment sections in the STANDARD have been revised to incorporate Comment language
found in other STANDARDS.

Some language was relocated to more appropriate locations.

Standards Rule 3-1
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The text from the previous SR 3-1 was relocated to SR 3-2 (see comments below).

The revised SR 3-1 was created to incorporate the basic requirements for competency and
diligence common to the other development Standards (SR 1-1, 4-1, 6-1, 7-1, and 9-1). The
Comment to SR 3-1(a) was expanded to specifically address the issue of competency in appraisal
review.

Standards Rule 3-2
The text from the current SR 3-2 was relocated to SR 3-3 (see comments below).

The revised Standards Rule 3-2 addresses the identification of the assignment elements necessary
to properly identify the appraisal review problem to be solved and determine the appropriate scope
of work. For an appraisal review assignment, the assignment elements are the client and other
intended users, intended use, purpose, the work under review and its relevant characteristics,
effective date of the review, and assignment conditions. This is similar to the organization and
content of Standards (SR 1-2, 4-2, 6-2, 7-2, and 9-2). There is an individual identification
requirement and Comment for each assignment element.

Standards Rule 3-2(c) was extensively revised to more clearly address that reviewers can provide
their own opinion(s) when reviewing work product related to (1) appraisal, (2) appraisal review, or
(3) appraisal consulting. The current requirements focus almost exclusively on a reviewer’s opinions
of value in the review of an appraisal, but a reviewer can also provide review and consulting
opinions in the review of an appraisal review or an appraisal consulting assignment. In the review of
an appraisal review assignment, the reviewer can provide an opinion of quality for the work that is
the subject of the appraisal review assignment. In the review of an appraisal consulting assignment,
the reviewer can provide an analysis, recommendation, or opinion for the consulting problem that is
the subject of the appraisal consulting assignment.

Standards Rule 3-2(d) presents the requirement to identify the work under review and its relevant
characteristics.

The prior Standard did not address the use of a hypothetical condition in an appraisal review
assignment. While there may be few instances where a hypothetical condition is used in an
appraisal review, requirements similar to those found in the other Standards were incorporated in
the revised Standard Rule 3-2(g) to maintain consistency.

Standards Rule 3-3
The text from the prior SR 3-3 was relocated to SR 3-6 (see comments below).

The revised Standards Rule 3-3 addresses the requirements that apply to development of an
appraisal review. In current appraisal practice, there are many reasons for performing an appraisal
review and as a result the nature of the review process can vary widely. The Standards Rule
reflects this fact with broad requirements. This is similar to the requirements that apply to appraisal
consulting assignments. The current requirements to develop an opinion of completeness,
adequacy, relevance, and reasonableness of the analysis in the work under review are retained as
an aspect of the review process in the Comment.

Standards Rule 3-3 includes a clear recognition that the review process can address the adequacy
of an analysis or the adequacy of a report of an analysis. The distinction recognizes that USPAP
presents development and communication as separate processes. Further, in current practice,
appraisal review assignments may include a review of the data and analysis provided in support of
assignment results and/or a review of a report for conformity with applicable reporting requirements.

Standards Rule 3-3(c) is a response to many comments and questions regarding the development
requirements that apply to a reviewer providing their own opinion of value, review opinion, or
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consulting conclusion related to the work that is the subject of the appraisal review assignment. The
requirements have been organized and clarified in a single location.

The text makes clear that STANDARD 3 applies to the review of an appraisal review. In this type of
assignment, the review appraiser offers an opinion on the quality of the appraisal review. Similar to
a ASB 2009 Summary of Actions April 3, 2009 10 reviewer providing their own opinion of value, the
scope of work can also include the reviewer providing his or her own review opinion on the work
that was the subject of the review.

Previously, there were Comments in SR 3-1(e) and SR 3-1(g) that applied to the review of a mass
appraisal. These requirements: 1) were more properly characterized as best practice; 2)
represented an inappropriate imposition of scope of work requirements; and 3) were inconsistent
with the content of USPAP. For these reasons, the mass appraisal review comments in SR 3-1 (e)
and SR 3-1 (g) were removed.

Standards Rule 3-4
The text from the prior SR 3-4 was relocated to SR 3-7 (see comments below).

The revised Standards Rule 3-4 addresses the general requirements that apply to reporting of an
appraisal review assignment. The text was created to incorporate the basic requirements for clear
and accurate communication common to the other development Standards (SR 2-1, 5-1, 6-8, 8-1,
and 10-1).

Standards Rule 3-5

The revised Standards Rule 3-5 presents the reporting requirements for an appraisal review
assignment. The prior reporting requirements were somewhat abbreviated and unclear. The revised
language presents a more complete identification of the minimum report content, similar to the
reporting requirements in other Standards.

Standards Rule 3-5(i) is a response to many comments and questions regarding the reporting
requirements that apply to a reviewer providing their own opinion of value, review opinion, or
appraisal consulting conclusion related to the work that is the subject of the appraisal review
assignment. The requirements have been organized and clarified in a single location.

Standards Rule 3-6
Standards Rule 3-6 presents the certification requirements for an Appraisal Review Report. The
certification requirements were revised for consistency with the other Standards.

Standards Rule 3-7
Standards Rule 3-7 presents the requirements for an oral Appraisal Review Report. No changes
were made to the requirements applicable to an oral Appraisal Review Report.

The Appraisal Foundation Establishes Appraisal Practices Board

On November 5, 2009, the Appraisal Foundation announced the establishment of a third independent
board, the Appraisal Practices Board (APB).

The purpose of the APB is to issue voluntary timely guidance to appraisers on emerging valuation
issues occurring in the marketplace. This guidance will assist appraisers, appraiser regulators and
educators. The APB will use market surveys to identify issues that need to be addressed and em-
panel volunteer Subject Matter Experts (SMEs) to draft guidance for APB review and approval.

The need for this type of guidance was underscored with the onset of the declining real estate mar-
ket. Many appraisers had never faced this type of market condition and the impact of foreclosed
properties and short sales. Because a majority of state licensed and certified real estate appraisers
do not belong to a professional society, they had limited access to guidance.

Those interested in serving on the APB should consult The Appraisal Foundation’s web site (http://
www.appraisalfoundation.org/) for more details after January 1, 2010. The APB is scheduled to
begin work in July 2010 with the selection of SME panels to follow later in 2010.
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(Message from the Chair—continued from page 1)

The Appraisal Foundation announced the establishment of the Appraisal Practices Board (APB) to issue
guidance to appraisers concerning valuation issues in the marketplace. Read more about the APB on
page 15.

It has come to the Board’s attention that many business entities providing appraisal services in the
Commonwealth are not properly registered with the Board as required by 18 VAC 130-20-20 of the
Board’s Regulations. This regulation states in part: “ A business entity seeking to provide appraisal
services shall register with the Board by completing an application furnished by the Board describing the
location, nature and operation of its practice, and the name and address of the registered agent, an
associate, or a partner of the business entity.”

Corporations, LLCs, LLPs, partnerships and sole proprietors trading under a fictitious name are all
business entities, and, if they are providing appraisal services in Virginia, they must be registered as an
appraisal business with the Board. The Board has received several questions regarding this registration
requirement from appraisers who are sole proprietors and are trading under a fictitious name. For
example, let’s say John A. Smith is a Virginia Certified Residential Real Estate Appraiser. John A. Smith
can provide appraisal services as a Certified Residential Real Estate Appraiser in Virginia without
registering as an appraisal business. However, if sole proprietor John A. Smith provides appraisal
services as “John A. Smith Appraisals,” or as “John A. Smith & Associates,” or as “John A. Smith
Valuations,” then he is a sole proprietor business entity trading under a fictitious name and must register
his appraisal business with the Board.

The Board welcomes your suggestions, concerns and questions. Please contact us at 804-367-2039 or
reappraisers@dpor.virginia.gov.

Best regards,

Diane Quigley
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