WEST VIRGINIA Do Not Mark In This Box

SECRETARY OF STATE FILED
NATALIE E. TENNANT TR

ADMINISTRATIVE LAW DIVISION| bpl’:”

o o (W T PP I A AN

e,

A b i | i.}l-' b_l.ﬁ“:

NOTICE OF A COMMENT PERIOD ON A PROPOSED RULE

AGENCY: WV Real Estate Appraiser Licensing and Certification Board TITLE NUMBER: 190

Legislative CITE AUTHORITY: .W.Va. Code §§ 30-38-7, 30-38-, 30-38A-1 et

S€q

RULE TYPE:

AMENDMENT TO AN EXISTING RULE: YES — - NO .X_
IF YES, SERIES NUMBER OF RULE BEING AMENDED:

TITLE OF RULE BEING AMENDED

IF NO, SERIES NUMBER OF RULE BEING PROPOSED:

Requirements for Registration and Renewal of Appraisal Managernent Companies

TITLE OF RULE BEING PROPOSED:

IN LIEU OF A PUBLIC HEARING, A COMMENT PERIOD HAS BEEN ESTABLISHED DURING WHICH
ANY INTERESTED PERSON MAY SEND COMMENTS CONCERNING THESE PROPOSED RULES. THIS
COMMENT PERIOD WILL END ON ¥ % 2014 AT Apm ONLY WRITTEN

COMMENTS WILL BE ACCEPTED AND ARE TO BE MAILED TO THE FOLLOWING ADDRESS:

Sandy Kerns, Executive Director

J\““Vr 1‘\‘,}“15\;3&1 BUdld

2110 Kanawha Boulevard, East, Suite 101
Charleston, WV 25311

THE ISSUES TO BE HEARD SHALL BE
LIMITED TO THIS PROPOSED RULE.

§Uﬁd~m \w \
%thorized Sighature

ATTACH A BRIEF SUMMARY OF YOUR PROPOSAL




BRIEF SUMMARY OF THE RULE
Title 190 Series 5 — Requirements for Registration and Renewal of Appraisal Management Companies

Title 190 Series 5 establishes the requirements for an appraisal management company to be registered
and to perform appraisal management services in the state of West Virginia. It further establishes
procedures and requirements for registration renewals and regulation of Appraisal Management
Companies.

§ 190-5-1. General. Section 5-1. describes the scope {see above), statutory authority and eventual filing
and effective date of the proposed rule.

§ 190-5-2, Definitions. Section 5-2. establishes four definitions not included under W.Va. Code, § 30-38A-
3, specifically broker price opinion, completed appraisal, National Registry and Truth in Lending Act.

§ 190-5-3. Registration Requirements. Section 5-3. establishes specific registration requirements for
appraisal management companies, such as the required form and certifications.

§ 190-5-4. Exemptions to Registration Requirement. Sections 5-4. rephrases exemptions to registration
stated in W.Va. Code § 30-38-A-5.

§ 190-5-5. Surety Bond Requirements. Section 5-5. establishes the form, amount, noftification and
restoration requirements of the surety bond to be maintained by an appraisal management company. The
proposed rule also states the policy regarding claims against a surety bond.

§ 190-5-6. Renewal and Reinstatement. Section 5.6. establishes requirements for renewals, explanation
ond policy regarding delinquent registrations, as well as handling of expired registrations and
reinstatement of same.

§ 190-5-7. Schedule of Fees. Section 5.7. establishes the fees necessary for registering and regulating
appraisal management companies. The proposed rule also sets board policies regarding type of payment
accepted, deposits and request for additional information.

§ 190-5-8. Responsibilities and Duties of Appraisal Management Companies. Section 5-8. establishes the
specific actions appraisal management companies must follow for:

- Verifying the status of an appraiser being added to its panel;
- Certifying professional and geographic competence of utilized appraisers;

- Ascertaining the work of utilized appraisers conforms with the Uniform Standards of Professional
Appraisal Practice {USPAP);

- Designating a controlling person;
- Maintaining a registered agent for service of process;
- Disclosure of fees to clients; and

- Informing the board of change in name, contact information and/or owner who is an employee of
or consultant for the appraisal management company and contact information for said person.

§ 190-5-9. Retention of Records. Section 5-9. establishes the retention requirements for records of service
and appraiser fee schedules. In addition the rule restates the board’s authority to inspect records at any
time without notice {W.Va. Code § 30-38A-13 (b}).




§ 190-5-10. Payment of Fees to Appraisers. Section 5-10. clarifies W.Va. Code § 30-38A-13 (0] (5) by
establishing guidelines for payment of fees to appraisers within 45 days and in regards to requests for
additional information from the appraiser. The rule also proposes o procedure for appraisal management
companies to notify appraiser if it decides it will not pay the appraiser.

§ 190-5-11. Temporary Authority to Conduct Business. Section 5-11. establishes the requirements to allow
appraisal management companies which began operating in West Virginia prior to July 1, 2014 to
continve offering services without first being registered. It appears that due to several reasons the Board
will not be able to fully license appraisal management companies prior to July 1, 2014, such as:

- The Board learned it needed separate authorization to order background checks for individuals
under W.Va. Code § 30-38A than it does under W.Va. Code§ 30-38. On April 30, 2014, the
Board requested that the West Virginia State Police give permission to background individuals
affiliated with oppraisal management companies utilizing our current ORI access control number.
We are waiting on that decision or assignment of a second ORI access control number.

- The Board, through conversations with a staff person at the Division of Banking learned that both |
forms for surety bonds and individual surety bonds must be approved the Attorney General's
Office. This was confirmed by the AG’s Office. The procedure may be time-consuming as they
handle the process for numerous state agencies.




Facts and Circumstances Constituting the Emergency
Related to the Filing of Emergency Rule for Title 9 Series 5
“Requirements for Registration and Renewal of Appraisal Management Companies”

Statytory Authority:

e “Minimum Requirements for Appraisal Management Companies,” Federal Register; April 9, 2014

e “Sunrise Report, Approisal Management Companies;” West Virginia Legislative Auditor,
Performance and Research Division; July 2012

e “Title XI of FIRREA, Real Estate Appraisal Reform {12 U.S.C. 3331-3351} as Amended by the
Dodd Frank Reform Act (Unofficial Appraisal Subcommittee Staff “Redlined” Version); October
26,2010

e  W.Va. Code §§ 30-38-7, 30-38-9, 30-38A-1 et seq.

The Dodd Frank Act was signed into law on July 21, 2010, adding a new section to Title XI of the Financial
Institutions Reform, Recovery, and Enforcement Act of 1989 (FIRREA). This new section, Section 1124,
established minimum requirements to be applied by States in the registration and supervision of appraisal
management companies {AMCs). It also gave authority to establish an AMC National Registry.

Section 1124 called for six agencies (the Office of the Comptroller of the Currency, the Board of
Governors of the Federal Reserve System, the Federal Deposit Insurance Corporation, the Consumer
Financial Protection Bureau, the Federal Housing Finance Agency and the National Credit Union
Administration) to jointly issue rules implementing these minimum requirements. States would then have
thirty- six months after the effective date to implement the minimum requirements. Proposed rules were
issued by the Agencies in the April 9, 2014 Federal Register.

The Appraisal Subcommittee of the Federal Financial Institutions Examination Council (FFIEC) provided
appraiser regulatory boards throughout the United States an “Unofficial Appraisal Subcommittee Staff
‘Redlined’ Version Title XI of FIRREA, Real Estate Appraisal Reform {12 U.S.C. 3331-3351} as Amended
by the Dodd Frank Reform Act.” {October 26, 2010) Appraiser regulatory boards were “officially”
notified of upcoming requirements to register and regulate AMCs.

On November 30, 2011, the West Virginia Real Estate Appraiser Licensing and Certification Board
submitted a Sunrise Review Application to the Joint Standing Committee on Government Organization
requesting licensure of AMCs in order to comply with the upcoming federal law.

The July 2012 Sunrise Report by the West Virginia Legislative Auditor’s Performance Evaluation and
Research Division recommended that the Legislature establish registration of AMCs by the Board in order
to comply with federal law. (The Legislative Auditor’s report includes a discussion regarding the distinctions
between the three regulatory designations — registration, certification and licensure.)

W.Va. Code § 30-38A, the Appraisal Management Companies Registration Act, was passed by the 2013
West Virginia Legislature, giving the Board further authority to promulgate rules under this act. (W.Va.
Code § 30-38-7 of the West Virginia Real Estate Appraiser Licensing and Certification Act was amended
to include powers and duties related to appraisal management companies during the same legislative
session,

W.Va. Code § 30-38A-1 makes it unlawful for appraisal management companies to operate in West
Virginia after July 1, 2014 without a registration issued by this Board. Federally-related (mortgage)
transactions secured by the consumer’s principle dwelling utilize AMCs in the mortgage loan process. Most
mortgages made in the United States are federally-related transactions. The inability of AMCs to operate
in West Virginia would substantially harm the mortgage industry and consumers in West Virginia.




QUESTIONNAIRE

{Please include a copy of this form with each filing of vour rule: Notice of Public Hearing or Comment Period; Proposed
Rule, and if needed, Emergency and Modified Rule.}

DATE: June 9, 2014

TO: LEGISLATIVE RULE-MAKING REVIEW COMMITTEE

FROMI(.—dgenqv Name, Address & Phone No.)MEﬂLESIElE—APﬂIEiS&LLLCEﬂSiDQ_&_CﬁEﬂﬂQaﬂQD_BQa[d_
2110 Kanawha Boulevard, East, Suite 101

Charleston, WV 25311
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LEGISLATIVE RULE TITLE: Reguirements for Registration & Renewal of Appraisal

Management Companies

1. Authorizing statute(s) citation W.\a_Code §§ 30-38-7 30-38-9_30-38A-1etseq

2. a.  Date filed in State Register with Notice of Hearing or Public Comment Period:

June 9, 2014

b.  What other notice, including advertising, did you give of the hearing?

Mailing postcards to licensees stating the proposed rule is on our website. Proposed rule will
be posted on our website.

c.  Date of Public Hearing(s) or Public Comment Period ended:

July 9, 2014

d.  Attachlist of persons who appeared at hearing, comments received, amendments, reasons
for amendments.

Attached No comments received




Date you filed in State Register the agency approved proposed Legislative Rule following
public hearing: (be exact)

Name, title, address and phone/fax/e-mail numbers of agency person(s) to receive
all written correspondence regarding this rule: (Please type)

Sandy Kerns, Executive Director

WV Real Estate Appraiser Board

2110 Kanawha Boulevard, East, Suite 101
Charteston, WV 25311

phone: 304-558-3919 fax: 304-558-3983

IF DIFFERENT FROM ITEM ‘P, please give Name, title, address and phone
number(s) of agency person(s) who wrote and/or has responsibility for the contents of this

rule: (Please type)

If the statute under which you promulgated the submitted rules requires certain findings and
determinations to be made as a condition precedent to their promulgation:

a.  Give the date upon which you filed in the State Register a notice of the time and place
of a hearing for the taking of evidence and a general description of the issues to be
decided.




Date of hearing or comment pertod:

On what date did you file in the State Register the findings and determinations required
together with the reasons therefor?

Attach findings and determinations and reasons:

Attached




. APPENDIX B .
FISCAL NOTE FOR PROPOSED RULES

Requirements for Registration and Renewal of Appraisal Management Companies

Rule Title:
Type of Rule: Legislative [___|Interpretive [ ] Procedural
Agency: WV Real Estate Appraiser Licensing and Certification Board
Address: 2110 Kanawha Boulevard, East, Suite 101

Charleston, WV 25311
Phone Number: 304-558-3919

Email: kemss@mail.wvnet.edu

Fiscal Note Summary
Summarize in a clear and concise manner what impact this measure

will have on costs and revenues of state government.

It is estimated the proposed rule will increase the Board's FY 2014 Amended Expenditures of $322,749
0 $519.,271 the first fiscal year. This would drop to $484,271 in subsequent years.

tis estimated the proposed will increase the Board's FY Amended Revenues of $323,665 to $550,015in
he first fiscal year. This would drop to $490,815 in subsequent years.

Fiscal Note Detail
Show over-all effect in Item 1 and 2 and, in Item 3, give an explanation of
Breakdown by fiscal year, including long-range effect.

FISCAL YEAR
Effect of Proposal Current Next Fiscal Year
Increase/Decrease Increase/Decrease (Upon Full Implementation)
(use “-*) (use *-*)
1. Estimated Total Cost 196,522.00 161,522.00 161,522.00
Personal Services 55,722.00 55,722.00 55,722.00
Current Expenses
Repaifs & Alterations
Assets
Other
2. Estimated Total 226,650.00 167,150.00 167,150.00
Revenues
Requirements for Registration and Renewal of Appraisal Management Companies
Rule Title:




Requirements for Régistration and Renewal of Appraisal Management Companies

Rule Title:

3 Explanation of above estimates (including long-range effect):
Please include any increase or decrease in fees in your estimated total revenues.

See attached Excel spreadsheet.

MEMORANDUM

Please identify any areas of vagueness, technical defects, reasons the proposed rule would
not have a fiscal impact, and/or any special issues net captured elsewhere on this form.

NA

Date: June 8, 2014

Signature of Agency Head or Authorized Representative

S onar, Yoy
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Estimated Expenditures Appraisal Management Companies

Category Explanation Estimated Annual Estimated One-Time Current FY2014 Budget
Amount Amount
Per Serv - Staff (Q01) 3 current employees adding $ 40,000.00 | NA $ 104,102.00
additional responsibilities. Hire 4th
PTE in future if needed.
Per Serv - Board {002) add AMC Board member, $ 5,000.00 | NA $ 146,500.00
increased standards meetings
Ann Iner (004) NA NA NA $ 1,560.00
PEIA PERS (010) NA NA NA $ -
Soc Sec Match (011) wage increase $ 3,442.00 | NA $ 9,345.00
PEIA Emp Ins {012) PTE insurance plan $ 1,380.00 | NA $ 3,301.00
Workers Comp (G14) add employee /board member $ 100.00 | NA $ 408.00
Pens & Ret {016) wage increase 5 5,800.00 | NA 3 15,094.00
wvY QOBEB (110) ? ? NA s 948.00
Total Personnel $ 55,722.00 | NA $ 151,258.00
Uncategorized moving expenses NA, $ 3,000.00| $ -
Office Exp (020) NA $1,500 | NA $ 3,000.00
Print & Bind (021) NA $ 1,000.00 | NA $ 1,000.00
Rent (022) larger office $ 8,400.00 [ NA $ 15,696.00
Telecomm {024) additional phone service $ 1,200.00 | NA $ 4,200.00
Contracts (025)
Contracts Services AG (025) AG assigned FT due to increased $ 76,000.00 $ 72,000.00
legal need; fees to AG office to
approve surety bonds.
Contracts Services (025C) - Fr 2014 NA $ 30,000.00
Contract amended (increased) 1o include scanning
costs, etc, therefore do not need to increase annual
cont.
Contracts Reviews {025R) increased complaints/reviews $ 6,000.00 $ -
Contracts Edug Instruc (025E) NA NA NA $ -
Travel (026} add. stondards meetings, AMC $ 6,000.00 | NA $ 8,300.00
board member likely to reside out
of state requiring increased travel
reimbursement
Computer/ISC (027) FY 201515C omended |one time acquistion cost for $ 26,000.00 | § 16,400.00
to include additional computer cost, therefore do not equipment to improve internet
md te furlhe.r Increase for AMC budger: AMC service $1 '000/ one-time cost
registration will add to need 10 improve internet
cababilty (currently use DSL) with2 meg up/down). acquisition cost of new database.
(artribute 50% of cost to AMC and
$25,000
Rentals {Mach & Mise) {(030) NA NA NA $ -
Assoc, Dues & Mem. (031) NA NA NA $ 630,00
Insurance (032) $ 2,000.00
Advertising (035) NA NA NA $ -
Maintenance Contracts (038) NA NA NA $ 294.00
Hospitality (042) increased meetings (and people) $ 500.00 | NA $ 2,182.00
Misc, Furn & Equip (051) additional employee and $ 6,00000]| 3 2,045.00
additional files
Train & Dev {052) NA NA NA $ 1,281.00
Postage (053) NA $ 3,000.00 | NA $ 6,178.00
Computer Equip (054) additional employee 3 2,000.00 | NA 3 1,461.00
Mise Equip (058) mise. 3 200.00 | NA $ 4600.00
Books & Periodicals (077) NA NA NA $ -
Penalities (094) NA NA NA $ -
1% PEIA Transfer {1 40) ? 2 NA $ 4,224.00
Total Other $ 105.800.00 | § 35,000.00 | § 171,491.00
TOTAL ESTIMATED EXPENDITURES $ 161,522.00 | § 35,000.00 | $ 322,749.00




Estimaled Revenues Appraisal Management Companies

Fee Fee Amount Estimated Estimated Estimated

FY 2015 FY 2016 FY 2017
Application Fee $ 500.00 | $ 4500000 $ 7,50000 | % 7,500.00
Registration Fee $ 2000001 % 180,000.00 | $ 30,000.00 [ % 30,000.00
Renewal Fee $ 2,000.00 b3 128,000.00 | $ 128,000.00
Delingquent Renewal Fee (monthly) $ 250001 % - $ - $ -
Change of Address, Ete $ 100.00 | $ - 3 - $ -
Change of Contact $ 100.00 | § 600.001{ % 60000 | $ 600.00
Change of Controlling Person $ 20000 % 400.00| $ 600.00{ § 600.00
Change of 50% Owner $ 200001 $ 200.001 % 200.00| § 200.00
Cenrtificate of Good Standing $ 2500 | % 200.00 ] § 200.00 | $ 200.00
Copy Fee $ 05019 - $ - $ -
Duplicate Wall Certificate 3 250013 50.00 | 50001 % 50.00
TOTAL ESTIMATED REVENUE 3 22665000 | § 167,150.00 | § 167,150.00

est 90 new AMCs est 1.5 new AMCs est 15 new Am(Cy

est Joss of 13 AMCs

et loss of 13 AMCs

70 AMC3 pre-registered,
which Is not required
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TITLE 190 GSCRETH OF STALE
LEGISLATIVE RULE

WEST VIRGINIA REAL ESTATE APPRAISER LICENSING & CERTIFICATION BOARD

SERIES 5
REQUIREMENTS FOR REGISTRATION AND RENEWAL
OF APPRAISAL MANAGEMENT COMPANIES

§190-5-1. General.

1.1. Scope. -- This legislative rule establishes the requirements for an appraisal management
company to be registered and to perform appraisal management services in the state of West
Virginia. It further establishes procedures and requirements for registration renewals and
regulation of Appraisal Management Companies.

1.2. Authority. -- W. Va. Code §§ 30-38-7, 30-38-9, 30-38A-1 et seq.
1.3. Filing Date. —
1.4. Effective Date. —

§190-5-2. Definitions.

As used in this rule, the words or terms have the same meaning as the definitions provided
in W.Va. Code § 30-38A-1.

2.1. Broker price opinion” or “BPO” means an estimate prepared by a real estate broker,
agent or sales person that details the probably selling price of particular piece of real estate
property and provides a varying level of detail about the property’s condition, market and
neighborhood, and information on comparable sales, but does not include an AVM, as defined
by section 1126(b) of FIRREA ((12 U.S.C.A. § 3355 (b)).

2.2. “Completed appraisal” means delivery of the signed appraisal report to the appraisal
management company.

2.3. “National Registry” means a database, maintained by the Appraisal Subcommittee of
the Federal Financial Institutions Examination Council, containing selected information about
the Nation’s State certified and licensed real estate appraisers.
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2.4, “Truth in Lending Act” or “TILA™ means the Truth in Lending Act of 1968 (15 U.S.C.
1631 et seq.) and any amendments thereto. It is an act to safeguard the consumer in connection
with the utilization of credit by requiring full disclosure of the terms and conditions of finance
charges in credit transactions or in offers to extend credit; by restricting the gamishment of
wages; and by creating the National Commission of Consumer Finance to study and make
recommendations on the need for further regulation of the consumer finance industry; and for
other purposes.

§190-5-3. Registration Requirements.

3.1. Every person or firm who desires to be registered as an appraisal management company
in this State shall comply with the provisions of W. Va. Code § 30-38A-1 ef seq. and submit a
written application on a form prescribed by the board setting forth the following:

3.1.a. The legal name of the applicant, the name under which the applicant will do
business in West Virginia, the physical and mailing address, telephone number, website,
facsimile, and email address of the appraisal management company;

3.L.b. The name, the physical and mailing address and the contact information,
including telephone number and e-mail address, of the controlling person of the appraisal
management company seeking registration;

3.1. c. The name, the physical and mailing address and the contact information,
including telephone number and e-mail address, of an individual that will be the initial point of
contact or register agent for all communications with the board , if it is not the controlling
person;

3.1.d. Ifthe applicant is a domestic firm, the designation of an agent for service of
process; or if the applicant is a foreign firm, documentation that the foreign firm is authorized to
do business in this State and that an agent for service of process has been designated and the
following has been submitted:

3.1.d.1. A copy of the filing with the Secretary of State's Office appointing an
agent for service of process;

3.l.e. A certificate of authority issued by the Secretary of State;

3.1.f. Every appraisal management company shall file with the board a copy of the
annual report required to be filed with the Secretary of State under W. Va. Code § 59-1-2a on or
before the 30™ day of June on an annual basis; and




3.1.g. Each application for registration shall be accompanied by the fees required
pursuant to W. Va. Code § 30-38A-10 and this rule. The board shall reject and return to the
applicant any application which is incomplete or not accompanied by the required fees.

3.2. Every person or firm seeking to be registered as an appraisal management company in
this State shall certify on a form prescribed by the board the following:

3.2.a. That the appraisal management company has written policies and procedures
demonstrating compliance with W. Va. Code § 30-38A-7 et seq., and such policies and
procedures shall be provided to the board upon request;

3.2.b. That the appraisal management company will have a system in place to require
appraisals are conducted independently and without inappropriate influence and coercion as
required by the appraisal independence standards established under section 129E of the Truth in
Lending Act and the rules and regulations issued pursuant to the Appraisal Act;

3.2.c. That the appraisal management company requires the appraisers completing
appraisals at the company’s request to comply with USPAP;

3.2.d. That the appraisal management company shall not hire an employee or in any
way contract with or pay a real estate broker or real estate agent to perform a BPO or
comparative market analysis pursuant to W.Va. Code § 30-38-1;

3.2.e. That the appraisal management company shall maintain records required records
per WV Code § 30-38A-13 for a minimum period of five years, or at least two years after final
disposition of any judicial proceeding related to the assignment, whichever period expires last;

3.2.f. That the appraisal management company provide proof of valid and sufficient
surety bond as required by W. Va. Code § 30-38A-9; and

3.2.g. That the appratsal management company shall submit to required state and
national criminal history record checks pursuant to W. Va. Code § 30-38A-8.

§190-5-4. Exemptions to Registration Requirement.

This rule does not apply to a financial institution, including a department or unit within an
institution that is regulated by an agency of this state or the United States government; or an
appraisal management company that is a substdiary wholly owned and controlled by a financial
institution regulated by a federal financial institution regulatory agency.

§190-5-5. Surety Bond Requirements.

5.1. All appraisal management companies must maintain surety bonds that confirm to W,
Va. Code § 30-38A-9 to secure the faithful performance of its obligations.
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5.2. Bein conformance with all relevant West Virginia statutory requirements.
5.3. The applicant or appraisal management company shall post with the board at the time
of application a $50,000 surety bond. The board may in its discretion accept an appropriate

deposit of cash or security in lieu of a surety bond.

5.4. Any claims reducing the face amount of the bond, cash or securities shall be restored to
$50,000 within ten (10) bustness days of being drawn down.

5.5. The board shall be notified immediately, if the surety bond is cancelled or terminated.

5.6. The appraisal management company shall notify the board in writing of any claims
made on the bond, cash or securities.

5.7. The surety bond shall remain in place for no less than one year after the appraisal
management ceases operations in this state.

5.8. Claims against a surety bond:

5.8.a. The surety accrues to the state for the benefit of a claimant against the appraisal
management company.

5.8.b. The board may bring suit on behalf of the party having a claim against the
appraisal management company.

5.8.c. Consumer claims shall be given priority in recovering from the surety bond.

5.8.d. Claimants may make claims under the bond up to one year after the appraisal
management company ceases to do business in this state.

§190-5-6. Renewal and Reinstatement.
6.1. Renewals.

6.1.a. Registrations are renewed for the period from July 1 to June 30 of the following
year.

6.1.b. The board shall send a renewal notice to the controlling person identified by the
appraisal management company by May lof each year.

6.1.c. Failure to receive a renewal notice from the board shall not relieve the appraisal
management company of the responsibility to timely apply for renewal.

6.1.d. A holder of an appraisal management company registration desiring the renewal
of such registration shall apply in writing upon the form provided by the board and shall forward
the renewal fee. Forms are available upon request to the board.




6.1.e. Any company who acts or holds itself out as a registered appraisal management
company while its appraisal management company registration is delinquent or expired is subject
to disciplinary action and penalties as prescribed in W. Va. Code § 30-38A-16 and these rules.

6.1.f. Fees for renewals or reinstatement shall not be refundable.

6.2. Delinquent Registrations.

6.2.a. Registrations not renewed in a timely manner are delinquent. Registration
renewals are due 30 days prior to June 30 of the renewal licensing year. Renewals received after
that date will be subject to a delinquent license fee pursuant to W.Va. Code §30-38A-4 and
Subdivision 6.2.b. of this rule.

6.2.b. Delinquent renewal fees are two hundred fifty dollars ($250) per month for each
delinquent month.

6.2.c. Delinquent registrations may be reinstated within three months after expiration
upon proper application and payment to the board of the renewal fee of two thousand dollars
(52,000) and appropriate delinquent fee(s).

6.3. Expired Registrations and Reinstatement of an Expired Registration.

6.3.a. A registration that has been delinquent for more than three months shall be
considered expired and a new application for registration is required.

6.3.b. Reinstatement of an expired registration is not retroactive.
§190-5-7. Schedule of Fees.
7.1. All fees for registration and application are non-refundable.
7.2. The fees charged by the board are as follows:
7.2.a. Application fee of five hundred dollars ($500);
7.2.b. Registration fee of two thousand dollars ($2,000);
7.2.c. Registration renewal fee of two thousand dollars ($2,000);

7.2.d. Delinquent renewal fee of two hundred fifty dollars ($250) per month for each
delinquent month;

7.2.e. Change of address or business name fee of one hundred dollars ($100);
7.2.f. Change of contact person fee of one hundred dollars ($100);

7.2.g. Change of controlling person fee of two hundred dollars ($200});




7.2.h. Change of 50% ownership application fee of two hundred dollars ($200});
7.2.1. Certificate of good standing: twenty five dollars ($25);
7.2.j. Copy fees: fifty cents ($.50) per page;
7.2.k. A duplicate wall registration certificate: twenty five dollars ($25); and
7.3. The board shall collect from each appraisal management company an annual registry
fee established by the Appraisal Subcommittee and shall annually submit the registry fees to the

Federal Financial Institutions Examination Council.

7.4. Payment of application fees shall be made by certified check, bank check or money
order payable to the board.

7.5. The board shall deposit all fees and revenues collected pursuant to this rule in a special
fund that the board shall use solely for the purposes of administration and enforcement of its
duties pursnant to W.Va. Code §§ 30-1-10 and 30-38A-1 et seq.

7.6. In the event that the board asks an applicant to submit updated information or provide
further information necessary to complete the application and the applicant fails to submit such
information within 90 days following the board's request, the board shall cancel the applicant's
application and the application fee shall be retained by the board.

§190-5-8. Responsibilities and Duties of Appraisal Management Companies.
An appraisal management company registered under the provisions of this article shall:

8.1. Have a system in place to verify that any appraiser being added to its appraiser panel to
appraise properties in West Virginia is licensed or certified and in good standing by this state.

The appraisal management company shall verify the status of the appraiser by:

8.1.a. Contacting the West Virginia Real Estate Appraiser Licensing and Certification
Board; or

8.1.b. Utilizing the National Registry of the Appraisal Subcommittee.
8.2. Require each appraiser being added to the panel to certify in writing the appraiser’s
areas of geographic competency, the types of properties the appraiser is competent to appraise,

and the methodologies the appraiser is competent to perform;

8.2.a. An appraisal management company shall require the appraiser to update this
information annually.

8.2.b. An appraisal management company shall keep copies of all such declarations for
a minimum of two (2) years.



8.3. Have a system in place to review the work of utilized appraisers who perform appraisal
services for the appraisal management company in this state to validate that the services were
conducted in conformity with the USPAP;

8.3.a. An appraisal management company is not required to review all appraisals
performed by each appraiser, but may choose a representative sample of each appraiser’s reports.

8.3.b. An appraisal management company shall review each appraiser’s work at least
once a year and shall keep records of such reviews for a period of five (5) years from the date
they are done.

8.3.c. Any employee or independent contractor appraiser of an appraisal management
company that performs a review shall:

8.3.c.l. Belicensed in this state;

8.3.c.2. At a minimum hold the same certification level for the property type as the
appraiser who performed the appraisal;

8.3.c.3. Verify the work of the appraisers performing appraisals for the appraisal
management company is being conducted in accordance with the minimum USPAP standards;

8.3.c.4. Inform the board, when there is reasonable belief, that an appraiser is in
violation of the laws, rules, or uniform standards regarding appraisers, including but not limited
to grounds for disciplinary action as prescribed in W. Va. Code § 30-38-12.

8.4. Designate a controlling person, who will be responsible for compliance with W. Va.
Code § 30-38A-13 and the provisions of this rule, and notify the board, in writing within ten (10)
days, of any change in its controlling person;

8.5. Maintain a registered agent for service of process and provide the board with the same
information for the agent that is provided to the Secretary of State; and notify the board, in
writing, within ten (10) days, of change of a registered agent;

8.6. Disclose to its client the actual fees paid to an appraiser for appraisal services, separate
from any other fees or charges for appraisal management services, and make the information
available to the board upon request;

8.7. Inform the board in writing within ten (10) days of the effective date to any change to:

8.7.a. Business name;

8.7.b. Any change of physical and mailing address, change of company name,
telephone number, website, facsimile, or email address;

8.7.c. Change of owner who is an employee of or consultant for the appraisal
management company and contact information for said person.




§190-5-9. Retention of Records.

An appraisal management company registered under the provisions of W. Va. Code § 30-
38A-1 et seq., and this rule shall retain the following records:

9.1. A detailed record of each service request that it receives for appraisals of real property
located in this state, which shall include, but is not limited to, the following:

9.1.a. Letter of engagement with the appraiser;
9.1.b. Appraisal report recetved from the appraiser, including the original report, any
revised reports, and any addenda or other material furnished subsequent to the delivery of the

ontginal report;

9.1.c. Any and all assignment related correspondence sent to and received from the
appraiser;

9.1.d. Letter of engagement with the reviewing appraiser for the purpose of reviewing
the requested appraisal;

9.1.e. Review of the requested appraisal, including the original review report, any and
all correspondence sent to and received from the reviewing appraiser, and each subsequent

revised review report;

9.1.f. Requests received from the client, all documentation supplied to that client, and
any and all correspondence sent to and received from the client; and

9.1.g. Fees paid to utilized appraisers and the fees received from the client;

9.2. Copies of all appraiser fee schedules maintained and used by the appraisal
management company including:

9.2.a. Beginning and ending effective dates of the schedules;
9.2.b. Fees paid for a defined service;

9.2.c. Documentation to support that the fee schedule is customary and reasonable and
complies with TILA.

9.2.d. Copies of rosters of appraiser fee panels used for assignments, including the
name of the appraiser, each appraiser’s West Virginia credential number, the date the appraiser
was placed on the panel and the date and reason the appraiser was removed from the panel.

9.3. Records must be retained for a minimum of five years. However if, within the five-year
period, an appraisal or report is involved in an investigation, litigation, or state or federal review,
the records must be retained for two years after the date of the final disposition of that
investigation, litigation, or state or federal review whichever is later. Records may be retained as
a photocopy or electronic copy type of media,




9.4. The board may inspect the records appraisal management companies at any time
without prior notice.

§190-5-10. Payment of Fees to Appraisers

10.1. Except in cases of breach of contract or substandard performance, appraisal
management companies shall pay an independent appraiser for the completion of an appraisal
within forty five (45) days after the appraiser provides the completed appraisal to the appraisal
management company unless otherwise agreed to by the parties.

10.1.a. Subsequent request by the appraisal management company to the appraiser for
additional support of valuation or correction of factual and objective data shall not extend the
payment date beyond the 45 days from initial delivery of assigned appraisal.

10.2. If an appraisal management company decides that it will not pay a fee to an appraiser
for an appraisal, the appraisal management company shall notify the appraiser in writing of the
reason for non-payment within thirty (30) days after the appraiser transmits the appraisal to the
appraisal management company. The notice shall state the address of the subject property of the
appraisal, the name of the appraiser(s) signing the report, and the reason why the fee shall not be
paid.

§190-5-11. Temporary Authority to Conduct Business.

11.1. An appraisal management company that is not exempt from W.Va. Code §30-38A,
which began offering appraisal management services in this state before July 1, 2014, and has
continued to offer appraisal management services in this state since then without interruption,
may continue to offer appraisal management services after July 1, 2014, without first being
registered if:

11.1.a. An application has been filed with the Board,

I1.1.b. The appropriate fees have been paid;

11.1.c. The individual who signed the application in the capacity of the controlling
person continues to act as controlling person until the application is approved, deemed
withdrawn, provisionally denied or denied by final order;

11.1.d. The application has not been:

11.1.d.1. Deemed withdrawn;
11.1.d.2. Provisionally denied;

11.1.d.3. Denied by finatl order;

11.1.d.4. Approved,




11.2. An appraisal management company that is not exempt from, W.Va. Code §30-38A,
which has not started offering appraisal management services in this state by July 1, 2014, may
not offer appraisal management services in this state until registered.

11.3. Authority to conduct business temporarily without registration under this section
terminates on the date that an application has been:

11.3.a. Deemed withdrawn;
11.3.b. Provisionally denied;
11.3.c. Denied by final order;
11.3.d. Approved.
11.4. For purposes of this section, an appraisal management company has continued to offer
appratsal management services in this state without interruption if it has made at least one

appraisal assignment in each calendar month for real property in this state and has maintained
records required under this subchapter for each appraisal assignment made.
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October 26, 2010

Title XI of FIRREA
Real Estate Appraisal Reform [12 U.S.C. 3331-3351]
as amended by the Dodd-Frank Reform Act

§ 1101. Purpose [12 U.S.C. 3331]

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

§ 1102. Establishment of Appraisal Subcommittee of the Federal Financial

Institutions Examination Council [12 U.S.C. 3310]
The Federal Financial Institutions Examination Council Act of 1978 (12 US.C. 3301 et seq.) is
-amended by adding at the end thereof the following new section:

§ 1011. Establishment of Appraisal Subcommittee

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

§ 1103. Functions of Appraisal Subcommittee [12 U.S.C. 3332]
(a) In general. The Appraisal Subcommittee shall—

) a 'a & road h a
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(1) monitor the requirements established by States—
(A) for the certification and licensing of individuals who are qualified to perform
appraisals in connection with federally related transactions, including a code of
professional responsibility; and
(B) for the registration and supervision of the operations and activities of an
appraisal management company;
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{2) monitor the requirements established by the Federal financial institutions regulatory
agencies [and the Resolution Trust Corporation] with respect to—
(A) appraisal standards for federally related transactions under their jurisdiction,
and
(B) determinations as to which federally related transactions under their
jurisdiction require the services of a State certified appraiser and which require
the services of a State licensed appraiser;
(3) maintain a National Registry of State certified and licensed appraisers who are
eligible to perform appraisals in federally related transactions; and

(4) {Omitted] terminated effective May 15, 2000, pursuant to § 3003 of Act Dec. 21,
1995, P.L. 104-66, which appears as 31 USCS § 1113 note (see also page 170 of House
Document No. 103-7);

(5) transmit an annual report to the Congress not later than June 15 of each year that
describes the manner in which each function assigned to the Appraisal Subcommittee has
been carried out during the preceding year. The report shall also detail the activities of the
Appraisal Subcommittee, including the results of all audits of State appraiser regulatory
agencies, and provide an accounting of disapproved actions and warnings taken in the
previous year, including a description of the conditions causing the disapproval and
actions taken to achieve compliance; and

(6) maintain a national registry of appraisal management companies that either are
registered with and subject to supervision of a State appraiser certifying and licensing
agency or are operating subsidiaries of a Federally regulated financial institution.

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

§ 1104. Chairperson of Appraisal Subcommittee; term of Chairperson;
meetings [12 U.S.C. 3333)

(a) Chairperson. The Council shall select the Chairperson of the subcommittee. The term of the
Chairperson shall be 2 years. '

(b) Meetings; quorum; voting. The Appraisal Subcommittee shall meet in public session after
notice in the Federal Register, but may close certain portions of these meetings related to
personnel and review of preliminary State audit reports at the call of the Chairperson or a
majority of its members when there is business to be conducted. A majority of members of the
Appraisal Subcommittee shall constitute a quorum but 2 or more members may hold hearings.
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Decisions of the Appraisal Subcommittee shall be made by the vote of a majority of its members.
The subject matter discussed in any closed or executive session shall be described in the Federal
Register notice of the meeting,

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

The Chairperson of the Appraisal Subcommittee shall appoint such officers and staff as may be
necessary to carry out the functions of this title consistent with the appointment and
compensation practices of the Council.

§ 1106. Powers of Appraisal Subcommittee {12 U.S.C. 3335]

The Appraisal Subcommittee may, for the purpose of carrying out this title, establish advisory
committees, hold hearings, prescribe regulations in accordance with chapter 5 of title 5, United
States Code (commonly referred to as the Administrative Procedures Act) after notice and
opportunity for comment, sit and act at times and places, take testimony, receive evidence,
provide information, and perform research, as the Appraisal Subcommittee considers
appropriate. Any regulations prescribed by the Appraisal Subcommittee shall (unless otherwise
provided in this title) be limited to the following functions: temporary practice, national registry,
information sharing, and enforcement. For purposes of prescribing regulations, the Appraisal
Subcommittee shall establish an advisory committee of industry participants, including
appraisers, lenders, consumer advocates, real estate agents, and government agencies, and hold
meetings as necessary to support the development of regulations.

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

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

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

(a) In general. For purposes of this title, the Secretary of the Treasury shall pay to the Appraisal
Subcommittee a one-time payment of $ 5,000,000 on the date of the enactment of this Act
[enacted Aug. 9, 1989]. Thereafter, expenses of the subcommittee shall be funded through the
collection of registry fees from certain certified and licensed appraisers pursuant to section 1109
[/2 USCS § 3338] or, if required, pursuant to section 1122(b) of this title [/2 USCS § 3351 (b}].

(b) Additional funds. Except as provided in section 1122(c) of this title [/2 USCS §3351(0)],
funds in addition to the funds provided under subsection (a) may be made available to the
Appraisal Subcommittee only if authorized and appropriated by law.
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(¢) Repayment of Treasury loan. Not later than September 30, 1998, the Appraisal Subcommittee
shall repay to the Secretary of the Treasury the unpaid portion of the $5,000,000 paid to the
Appraisal Subcommittee pursuant to this section.

§ 1109. Roster of State certified or licensed appraisers; authority to collect
and transmit fees [12 U.S.C. 3338]

(a) In general. Each State with an appraiser certifying and licensing agency whose certifications
and licenses comply with this title, shall—
(1) transmit to the Appraisal Subcommittee, no less than annually, a roster listing
individuals who have received a State certification or license in accordance with this title;
and-
(2) transmit reports on the issuance and renewal of licenses and certifications, sanctions,
disciplinary actions, license and certification revocations, and license and certification
suspensions on a timely basis to the national registry of the Appraisal Subcommittee;
(3) transmit reports on a timely basis of supervisory activities involving appraisal
management companies or other third-party providers of appraisals and appraisal
management services, including investigations initiated and disciplinary actions taken;
and

(=1
(4) collect—

(A) from such individuals who perform or seek to perform appraisals in federally

related transactions, an annual registry fee of not more than $40, such fees to be

transmitted by the State agencies to the Council on an annual basis; and

(B) from an appraisal management company that either has registered with a State

appraiser certifying and licensing agency in accordance with this title or operates

as a subsidiary of a federally regulated financial institution, an annual registry fee

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

Subject to the approval of the Council, the Appraisal Subcommittee may adjust the dollar
amount of registry fees under paragraph (4}(A), up to a maximum of $80 per annum, as
necessary to carry out its functions under this title. The Appraisal Subcommittee shall consider at
least once every 5 years whether to adjust the dollar amount of the registry fees to account for
inflation. In implementing any change in registry fees, the Appraisal Subcommittee shall provide
flexibility to the States for multi-year certifications and licenses already m place, as well as a
transition period to implement the changes in registry fees. In establishing the amount of the
annual registry fee for an appraisal management company, the Appraisal Subcommittee shall
have the discretion to impose a minimum annual registry fee for an appraisal management
company to protect against the under reporting of the number of appraisers working for or
contracted by the appraisal management company.

[ {ncremental Revenues—Incremental revenues collected pursuant to the increases required by
this subsection shall be placed in a separate account at the United States Treasury, entitled the
‘‘Appraisal Subcommittee Account.”’]

(b) Use of amounts appropriated or collected. Amounts appropriated for or collected by the
Appraisal Subcommittee under this section shall be used—
(1) to maintain a registry of individuals who are qualified and eligible to perform
appraisals in connection with federally related transactions;
(2) to support its activities under this title;
(3) to reimburse the general fund of the Treasury for amounts appropriated to and
expended by the Appraisal Subcommittee during the 24-month startup period following
the date of the enactment of this title [enacted Aug. 9, 1989]; and-
(4) to make grants in such amounts as it deems appropriate to the Appraisal Foundation,
to help defray those costs of the foundation relating to the activities of its Appraisal
Standards and Appraiser Qualification Boards;
(5) to make grants to State appraiser certifying and licensing agencies, in accordance with
policies to be developed by the Appraisal Subcommittee, to support the efforts of such
agencies to comply with this title, including—
(A) the complaint process, complaint investigations, and appraiser enforcement
activities of such agencies; and
(B) the submission of data on State licensed and certified appraisers and appraisal
management companies to the National appraisal registry, including information
affirming that the appraiser or appraisal management company meets the required
qualification criteria and formal and informal disciplinary actions; and
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(6) to report to all State appraiser certifying and licensing agencies when a license or
certification is surrendered, revoked, or suspended.

[Obligations authorized under this subsection may not exceed 75 percent of the fiscal
year total of incremental increase in fees collected and deposited in the ** Appraisal
Subcommittee Account”” pursuant to subsection (h).]

§ 1110. Functions of Federal financial institutions regulatory agencies relating
to appraisal standards [12 U.S.C. 3339]

Each Federal financial institutions regulatory agency and the Resolution Trust Corporation shall
prescribe appropriate standards for the performance of real estate appraisals in connection with
federally related transactions under the jurisdiction of each such agency or instrumentality. These
rules shall require, at a minimum—
(1) that real estate appraisals be performed in accordance with generally accepted
appraisal standards as evidenced by the appraisal standards promulgated by the Appraisal
Standards Board of the Appraisal Foundation;
and-
(2) that such appraisals shall be written appraisals. Each such agency or instrumentality
may require compliance with additional standards if it makes a determination in writing
that such additional standards are required in order to properly carry out its statutory
responsibilities; and
(3) that such appraisals shall be subject to appropriate review for compliance with the
Uniform Standards of Professional Appraisal Practice.

§ 1111. Time for proposal and adoption of standards [12 U.S.C. 3340]
Appraisal standards established under this title shall be proposed not later than 6 months and
shall be adopted in final form and become effective not later than 12 months after the date of the
enactment of this Act [enacted Aug. 9, 1989).

§ 1112. Functions of Federal financial institutions regulatory agencies relating
to appraiser qualifications [12 U.S.C. 3341]

(a) In general. Each Federal financial institutions regulatory agency and the Resolution Trust
Corporation shall prescribe, in accordance with sections 1113 and 1114 of this title [12 USCS §§
3342, 3343], which categories of federally related transactions should be appraised by a State
certified appraiser and which by a State licensed appraiser under this title.

(b} Threshold level. Each Federal financial institutions regulatory agency and the Resolution
Trust Corporation may establish a threshold level at or below which a certified or licensed
appraiser is not required to perform appraisals in connection with federally related transactions,
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if such agency determines in writing that such threshold level does not represent a threat to the
safety and soundness of financial institutions and receives concurrence from the Bureau of
Consumer Financial Protection that such threshold level provides reasonable protection for
consumers who purchase 1-4 unit single-family residences.

(¢) GAO study of appraisals in connection with real estate related financial transactions below
the threshold level.

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

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

(B) the possibility of losses to the Deposit Insurance Fund or the National Credit

Union Share Insurance Fund;

(C) the cost to any customer involved in any such transaction; and

(D) the effect on low-income housing.
(2) Reports to Congress and the appropriate Federal financial institutions regulatory
agencies. Upon completing each of the studies referred to in paragraph (1), the
Comptroller General shall submit a report on the Comptroller General’s findings and
conclusions with respect to such study to the Federal financial institutions regulatory
agencies, the Committee on Banking, Finance and Urban Affairs of the House of
Representatives, and the Committee on Banking, Housing, and Urban Affairs of the
Senate, together with such recommendations for legislative or administrative action as the
Comptroller General determines to be appropriate.

§ 1113. Transactions requiring the services of a State certified appraiser
[12 U.S.C. 3342]

In determining whether an appraisal in connection with a federally related transaction shall be
performed by a State certified appraiser, an agency or instrumentality under this title shall
consider whether transactions, either individually or collectively, are of sufficient financial or
public policy importance to the United States that an individual who performs an appraisal in
connection with such transactions should be a State certified appraiser, except that—
(1) a State certified appraiser shall be required for all federally related transactions having
a value of $1,000,000 or more; and
(2) 1-to-4 unit, single family residential appraisals may be performed by State licensed
appraisers unless the size and complexity requires a State certified appraiser, where a
complex 1-to-4 unit single family residential appraisal means an appraisal for which the
property to be appraised, the form of ownership, the property characteristics, or the
market conditions are atypical.
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§ 1114, Transactions requiring the services of a State licensed appraiser
(12 U.S.C. 3343]

All federally related transactions not requiring the services of a State certified appraiser shall be
performed by either a State certified or licensed appraiser.

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

As appropriate, rules issued under sections 1113 and 1114 [/2 USCS §§ 3342 and 3343] shall be
proposed not later than 6 months and shall be effective upon adoption in final form not later than
12 months after the date of the enactment of this Act [enacted Aug. 9, 1989].

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

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

(b) Restriction. No individual shall be a State certified real estate appraiser under this section
unless such individual has achieved a passing grade upon a suitable examination administered by
a State or territory that is consistent with and equivalent to the Uniform State Certification
Examination issued or endorsed by the Appraiser Qualification Board of the Appraisal
Foundation.

(¢) “State licensed appraiser” defined. As used in this section, the term “State licensed
appraiser” means an individual who has satisfied the requirements for State licensing in a State
or territory whose criteria for the licensing of a real estate appraiser currently meet or exceed the
minimum criteria issued by the Appraisal Qualifications Board of The Appraisal Foundation for
the licensing of real estate appraisers.

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

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

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

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

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

(a) In general—The Appraisal Subcommittee shall monitor each State appraiser certifying and
licensing agency for the purposes of determining whether such agency—
(1) has policies, practices, funding, staffing, and procedures that are consistent with this
title;
(2) processes complaints and completes investigations in a reasonable time period;
(3) appropriately disciplines sanctioned appraisers and appraisal management companies;
(4) maintains an effective regulatory program; and
(5) reports complaints and disciplinary actions on a timely basis to the national registries
on appraisers and appraisal management companies maintained by the Appraisal
Subcommittee,

The Appraisal Subcommittee shall have the authority to remove a State licensed or certified
appraiser or a registered appraisal management company from a national registry on an interim
basis, not to exceed 90 days, pending State agency action on licensing, certification, registration,
and disciplinary proceedings. The Appraisal Subcommittee and all agencies, instrumentalities,
and Federally recognized entities under this title shall not recognize appraiser certifications and
licenses from States whose appraisal policies, practices, finding, staffing, or procedures are
found to be inconsistent with this title. The Appraisal Subcommittee shall have the authority to
impose sanctions, as described in this section, against a State agency that fails to have an
effective appraiser regulatory program. In determining whether such a program is effective, the
Appraisal Subcommittee shall include an analysis of the licensing and certification of appraisers,
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the registration of appraisal management companies, the issuance of temporary licenses and
certifications for appraisers, the receiving and tracking of submitted complaints against
appraisers and appraisal management companies, the investigation of complaints, and
enforcement actions against appraisers and appraisal management companies. The Appraisal
Subcommittee shall have the authority to impose interim actions and suspensions against a State
agency as an alternative to, or in advance of the derecognition of a State agency.

(b} Disapproval by Appraisal Subcommittee. The Federal financial institutions, regulatory
agencies, the Federal National Mortgage Association, the Federal Home Loan Mortgage
Corporation, and the Resolution Trust Corporation shall accept certifications and licenses
awarded by a State appraiser certifying the licensing agency unless the Appraisal Subcommittee
issues a written finding that—
(1) the State agency fails to recognize and enforce the standards, requirements, and
procedures prescribed pursuant to this title;
(2) the State agency is not granted authority or sufficient funding by the State which is
adequate to permit the agency to carry out its functions under this title; or
(3) decisions concerning appraisal standards, appraiser qualifications and supervision of
appraiser practices are not made in a manner that carries out the purposes of this title.

(c) Rejection of State certifications and licenses.
(1) Opportunity to be heard or correct conditions. Before refusing to recognize a State’s
appraiser certifications or licenses, the Appraisal Subcommittee shall provide that State’s
certifying and licensing agency a written notice of its intention not to recognize the
State’s certifted or licensed appraisers and ample opportunity to provide rebuttal
information or to correct the conditions causing the refusal.
(2) Adoption of procedures. The Appraisal Subcommittee shall adopt written procedures
for taking actions described in this section.
(3) Judicial review. A decision of the subcommittee under this section shall be subject to
judicial review.

§ 1119. Recognition of State certified and licensed appraisers for purposes of

this title {12 U.S.C. 3348]

(a) Effective date for use of certified or licensed appraisers only.
(1} In general. Not later than December 31, 1992, all appraisals performed in connection
with federally related transactions shall be performed only by individuals certified or
licensed in accordance with the requirements of this title.
(2) Extension of effective date. Subject to the approval of the Counml counetl, the
Appraisal Subcommittee may extend, until December 31, 1991, the effective date for the
use of certified or licensed appraisers if it makes a written finding that a State has made
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substantial progress in establishing a State certification and licensing system that appears
to conform to the provisions of this title.

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

(¢) Reports to State certifying and licensing agencies. The Appraisal Subcommittee, any other
Federal agency or instrumentality, or any federally recognized entity shall report any action of a
State certified or licensed appraiser that is contrary to the purposes of this title to the appropriate
State agency for a disposition of the subject of the referral. The State agency shall provide the
Appraisal Subcommittee or the other Federal agency or instrumentality with a report on its
disposition of the matter referred. Subsequent to such disposition, the subcommittee or the
agency or instrumentality may take such further action, pursuant to written procedures, it deems
necessary to carry out the purposes of this title.

§ 1120. Violations in obtaining and performing appraisals in federally related
transactions [12 U.S.C. 3349]

(@) Violations. Except as authorized by the Appraisal Subcommittee in exercising its waiver
authority pursuant to section 1119(b) [/2 USCS § 3348(b)], it shall be a violation of this
section—
(1) for a financial institution to seck, obtain, or give money or any other thing of value in
exchange for the performance of an appraisal by a person who the institution knows is
not a State certified or licensed appraiser in connection with a federally related
transaction; and
(2) for the Federal National Mortgage Association, the Federal Home Loan Mortgage
Corporation, or the Resolution Trust Corporation to knowingly contract for the
performance of any appraisal by a person who is not a State certified or licensed
appraiser in connection with a real estate related financial transaction defined in section
1121(5) [12 USCS § 3350(5)] to which such association or corporation is a party.

(b) Penalties. A financial institution that violates subsection (a)(1) shall be subject to civil
penalties under section 8(i)(2) of the Federal Deposit Insurance Act or section 206(k)(2) of the
Federal Credit Union Act [12 USCS § 1818(i)(2) or 1786(k)(2)), as appropriate.
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(¢) Proceeding. A proceeding with respect to a violation of this section shall be an administrative
proceeding which may be conducted by a Federal financial institutions regulatory agency in
accordance with the procedures set forth in subchapter 11 of chapter 5 oftitle 5, United States
Code [5 USCS §§ 551 et seq.).

§ 1121. Definitions [12 U.S.C. 3350]

For purposes of this title:

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

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

(3) Council. The term “Council” means the Federal Financial Institutions Examinations Council.

(4) Federally related transaction. The term “federally related transaction” means any real estate-
related financial transaction which—
(A) a federal financial institutions regulatory agency or the Resolution Trust Corporation
engages in, contracts for, or regulates; and
(B) requires the services of an appraiser.

(5) Real estate related financial transaction. The term “real estate-related financial transaction”
means any transaction involving—
(A) the sale, lease, purchase, investment in or exchange of real property, including
interests in property, or the financing thereof;
(B) the refinancing of real property or interests in real property; and
(C) the use of real property or interests in property as security for a loan or investment,
including mortgage-backed securities.

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

(7) Financial institution. The term “financial institution” means an insured depository institution
as defined in section 3 of the Federal Deposit Insurance Act [12 USCS § 1813] or an insured
credit union as defined in section 101 of the Federal Credit Union Act [/2 USCS $1752.

(8) Chairperson. The term “Chairperson” means the Chairperson of the Appraisal Subcommittee
selected by the eounet-Council.
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(9) Foundation. The terms “*Appraisal Foundation™ and “Foundation” means [mean] the
Appraisal Foundation established on November 30, 1987, as a not for profit corporation under
the laws of Illinois.

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

(11) Appraisal Management Company.—
The term ‘appraisal management company’ means, in connection with valuing properties
collateralizing mortgage loans or mortgages incorporated into a securitization, any external third
party authorized either by a creditor of a consumer credit transaction secured by a consumer’s
principal dwelling or by an underwriter of or other principal in the secondary mortgage markets,
that oversees a network or panel of more than 15 certified or licensed appraisers in a State or 25
or more nationally within a given year—
(A) to recruit, select, and retain appraisers;
(B) to contract with licensed and certified appraisers to perform appraisal assignments;
(C) to manage the process of having an appraisal performed, including providing
administrative duties such as receiving appraisal orders and appraisal reports, submitting
completed appraisal reports to creditors and underwriters, collecting fees from creditors
and underwriters for services provided, and reimbursing appraisers for services
performed; or
(D) to review and verify the work of appraisers.

§ 1122. Miscellaneous provisions [12 U.S.C. 3351]
(a) Temporary practice.
(1) In general. A State appraiser certifying or licensing agency shall recognize on a
temporary basis the certification or license of an appraiser issued by another State if —
(A) the property to be appraised is part of a federally related transaction,
(B) the appraiser’s business is of a temporary nature, and
(C) the appraiser registers with the appraiser certifying or licensing agency in the
State of temporary practice.
(2) Fees for temporary practice. A State appraiser certifying or licensing agency shall not
impose excessive fees or burdensome requirements, as determined by the Appraisal
Subcommittee, for temporary practice under this subsection.

(b) Reciprocity.
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Notwithstanding any other provisions of this title, a federally related transaction shall not be
appraised by a certified or licensed appraiser unless the State appraiser certifying or licensing
agency of the State certifying or licensing such appraiser has in place a policy of issuing a
reciprocal certification or license for an individual from another State when—
(1) the appraiser licensing and certification program of such other State is in compliance
with the provisions of this title; and
(2) the appraiser holds a valid certification from a State whose requirements for
certification or licensing meet or exceed the licensure standards established by the State
where an individual seeks appraisal licensure.

(c) Supplemenml JSunding. Funds available to the Federal financial institutions regulatory
agencies may be made available to the Federal Financiallnstitutions Examination Couneil
Financial Institutions Examination Council to support the eeuneil’s Council’s functions under
this title.

(d) Prohibition against discrimination. Criteria established by the Federal financial institutions
regulatory agencies, the Federal National Mortgage Association, the Federal Home Loan
Mortgage Corporation, and the Resolution Trust Corporation for appraiser qualifications in

addltlon to State certlﬁcatlon or llcensmg M‘ﬂ%@*@hﬂ@-ﬁ-&@ﬂfﬁéﬂ-ﬁ%&é@iﬁdﬁaﬁpﬁﬁeﬁfeﬁ
p&ﬁiet&ar—appfaisa%e%gaﬂizaﬁeﬂ—may mclude educatlon achleved experlence sample appralsals,

and references from prior clients. Membership in a nationally recognized professional appraisal
organization may be a criteria considered, though lack of membership therein shall not be the
sole bar against consideration for an assignment under these criteria.

(e) Other requirements. A corporation, partnership, or other business entity may provide
appraisal services in connection with federally related transactions if such appraisal is prepared
by individuals certified or licensed in accordance with the requirements of this title. An
individual who is not a State certified or licensed appraiser may assist in the preparation of an
appraisal if—
(1) the assistant is under the direct supervision of a licensed or certified individual; and
(2) the final appraisal document is approved and signed by an individual who is certified
or licensed.

() Studies.
(1) Study. The Appraisal Subcommittee shall—
(A) conduct a study to determine whether real estate sales and financing
information and data that is available to real estate appraisers in the States is
sufficient to permit appraisers to properly estimate the values of properties in
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connection with federally related transactions; and
(B) study the feasibility and desirability of extending the provisions of this title to
the function of personal property appraising and to personal property appraisers in
connection with Federal financial and public policy interests.
(2) Report. The Appraisal Subcommittee shall— (A) report its findings to the Congress
with respect to the study described in paragraph (1)(A) no later than 12 months after the
date of the enactment of this title [enacted Aug. 9, 1989], and (B) report its findings with
respect to the study described in paragraph (1)(B) to Congress not later than 18 months
after the date of the enactment of this title [enacted Aug. 9, 1989].

(g) Appraiser Independence Monitoring —The Appraisal Subcommittee shall monitor each State
appraiser certifying and licensing agency for the purpose of determining whether such agency’s
policies, practices, and procedures are consistent with the purposes of maintaining appraiser
independence and whether such State has adopted and maintains effective laws, regulations, and
polictes atmed at maintaining appraiser independence.

(h) Approved Education—The Appraisal Subcommittee shall encourage the States to accept
courses approved by the Appraiser Qualification Board’s Course Approval Program.

(1) Appraisal Complaint National Hotline.—1f, 6 months after the date of the enactment of this
subsection, the Appraisal Subcommittee determines that no national hotline exists to receive
complaints of non-compliance with appraisal independence standards and Uniform Standards of
Professional Appraisal Practice, including complaints from appraisers, individuals, or other
entities concerning the improper influencing or attempted improper influencing of appraisers or
the appraisal process, the Appraisal Subcommittee shall establish and operate such a national
hotline, which shall include a toll-frce telephone number and an email address. If the Appraisal
Subcommittee operates such a national hotline, the Appraisal Subcommittee shall refer
complaints for further action to appropriate governmental bodies, including a State appraiser
certifying and licensing agency, a financial institution regulator, or other appropriate legal
authorities. For complaints referred to State appraiser certifying and licensing agencies or to
Federal regulators, the Appraisal Subcommittee shall have the authority to follow up such
complaint referrals in order to determine the status of the resolution of the complaint.

§ 1123. Emergency exceptions for disaster areas [12 U.S.C. 3352]

(a) In general. Each Federal financial institutions regulatory agency may, by regulation or order,
make exceptions to this title, and to standards prescribed pursuant to this title, for transactions
involving institutions for which the agency is the primary Federal regulator with respect to real
property located within a disaster area if the agency—
(1) makes the exception not later than 30 months after the date on which the President
determines, pursuant to section 401 of the Robert T. Stafford Disaster Relief and
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Emergency Assistance Act [42 USCS § 5170], that a major disaster exists in the area; and
(2) determines that the exception—

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

(B) is consistent with safety and soundness.

(b) 3-year limit on exceptions. Any exception made under this section shall expire not later than
3 years after the date of the determination referred to in subsection (a)(1).

(c) Publication required. Any Federal financial institutions regulatory agency shall publish in the
Federal Register a statement that—
(1) describes any exception made under this section; and
(2) explains how the exception—
(A) would facilitate recovery from the major disaster; and
(B) is consistent with safety and soundness.

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

§ 1124. Appraisal Management Company Minimum Requirements,
fa) in General.—The Board of Governors of the Federal Reserve System, the Comptroller of the
Currency, the Federal Deposit Insurance Corporation, the National Credit Union Administration
Board, the Federal Housing Finance Agency, and the Bureau of Consumer Financial Protection
shall jointly, by rule, establish minimum requirements to be applied by a State in the registration
of appraisal management companies. Such requirements shall include a requirement that such
companies—
(1) register with and be subject to supervision by a State appraiser certifying and
licensing agency in each State in which such company operates;
(2} verify that only licensed or certified appraisers are used for federally related
transactions;
(3) require that appraisals coordinated by an appraisal management company comply
with the Uniform Standards of Professional Appraisal Practice; and
{(4) require that appraisals are conducted independently and free from inappropriate
influence and coercion pursuant to the appraisal independence standards established
under section 129E of the Truth in Lending Act.

{(b) Relation to State Law.—Nothing in this section shall be construed to prevent States from
establishing requirements in addition to any rules promulgated under subsection (a).

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

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

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

(D) Effective Date.—
(1) In General—No appraisal management company may perform services related to a
federally related transaction in a State after the date that is 36 months after the date on
which the regulations required to be prescribed under subsection (a) are prescribed in
final form unless such company is registered with such State or subject to oversight by a
Federal financial institutions regulatory agency.
(2) Extension of Effective Date.—Subject to the approval of the Council, the Appraisal
Subcommittee may extend by an additional 12 months the requirements for the
registration and supervision of appraisal management companies if it makes a written
finding that a State has made substantial progress in establishing a State appraisal
management company registration and supervision system that appears to conform with
the provisions of this title.

§ 1125, Automated Valuation Models Used to Estimate Collateral Value for Mortgage
Lending Purposes.
(a) In general —Automated valuation models shall adhere to quality control standards designed
to—
(1) ensure a high level of confidence in the estimates produced by automated valuation
models;
(2) protect against the manipulation of data;
(3) seek to avoid conflicts of interest;
{(4) require random sample testing and reviews; and
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(5) account for any other such factor that the agencies listed in subsection (b) determine
to be appropriate.

(b) Adoption of Regulations —The Board, the Comptroller of the Currency, the Federal Deposit
Insurance Corporation, the National Credit Union Administration Board, the Federal Housing
Finance Agency, and the Bureau of Consumer Financial Protection, in consultation with the staff
of the Appraisal Subcommittee and the Appraisal Standards Board of the Appraisal Foundation,
shall promulgate regulations to implement the quality control standards required under this
section.

(c) Enforcement.—Compliance with regulations issued under this subsection shall be enforced
by—
(1) with respect to a financial institution, or subsidiary owned and controlled by a
financial institution and regulated by a Federal financial institution regulatory agency, the
Federal financial institution regulatory agency that acts as the primary Federal supervisor
of such financial institution or subsidiary; and
(2) with respect to other participants in the market for appraisals of 1-to-4 unit single
family residential real estate, the Federal Trade Commission, the Bureau of Consumer
Financial Protection, and a State attorney general.

(d} Automated Valuation Model Defined.— For purposes of this section, the term ‘automated
valuation model’ means any computerized model used by mortgage originators and secondary
market issuers to determine the collateral worth of a mortgage secured by a consumer’s principal
dwelling.

§ 1126. Broker Price Opinions.

(a) General Prohibition—In conjunction with the purchase of a consumer’s principal dwelling,
broker price opinions may not be used as the primary basis to determine the value of a piece of
property for the purpose of a loan origination of a residential mortgage loan secured by such
piece of property.

(b) Broker Price Opinion Defined —For purposes of this section, the term ‘broker price opinion’
means an estimate prepared by a real estate broker, agent, or sales person that details the
probable selling price of a particular piece of real estate property and provides a varying level of
detail about the property’s condition, market, and neighborhood, and information on comparable
sales, but does not include an automated valuation model, as defined in section 1 125(c).
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Action

Joint Notice Of Proposed Rulemaking.

Summary

The OCC, Board, FDIC, NCUA, Bureau, and FHFA (collectively, the Agencies) are jointly
proposing a rule to implement the minimum requitements in the Dodd-Frank Wall Street Reform
and Consumer Protection Act (the Dodd-Frank Act or Act) to be applied by States in the
registration and supervision of appraisal management companies (AMCs). The proposed rule also

implements the requirement in the Dodd-Frank Act for States to report to the Appraisal
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Subcommittee of the Federal Financial Institutions Examination Council (FFIEC) the information
required by the Appraisal Subcommittee (ASC) to administer the new national registry of appraisal
management companies (AMC National Registry or Registry). In conjunction with this

implementation, the FDIC is proposing to integrate its appraisal regulations for State nonmember

banks and State savings associations.
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Minimum Requirements for State Registration of Appraisal
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* PART 1026—TRUTH IN LENDING (REGULATION Z)
* Subpart A—General
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* Federal Housing Finance Agency

* Authority and Issuance

* PART 1222 —APPRAISALS
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* Footnotes

DATES:

Comments must be received on or before June 9, 2014.

ADDRESSES:

Interested parties are encouraged to submit written comments jointly to all of the Agencies.
Commenters are encouraged to use the title “Minimum Requitements for Appraisal Management
Companies” to facilitate the organization and distribution of comments among the Agencies.

Interested parties are invited to submit written comments to:

OCC: Because paper mail in the Washington, DC area and at the OCC is subject to delay,
commenters are encouraged to submit comments by the Federal eRulemaking Portal or email, if
possible. Please use the title “Minimum Requirements for Appraisal Management Companies” to
facilitate the organization and distribution of the comments. You may submit comments by any of

the following methods:

* Federal eRnlemaking Portal— “regulations.gov” Go to http://www.regulations. gov. Enter “Docket

ID OCC-2014-0002” in the Seatch Box and click “Search”. Results can be filtered using the
filtering tools on the left side of the screen. Click on “Comment Now” to submit public
comments. '

* Click on the “Help” tab on the Regulations.gov home page to get information on using
Regulations.gov, including insttuctions for submitting public comments.

* Email: regs.commentsi@occ.treas.gov.

* Mail: Legislative and Regulatory Activities Division, Office of the Comptroller of the Currency,
400 7th Street SW., Suite 3E-218, Mail Stop 9W-11, Washington, DC 20219.

* Hand Delivery/ Courier: 400 Tth Street SW., Suite 3E-218, Mail Stop 9W-11, Washington, DC
20219.

* Fax: (571) 465-4326.

Instructions: You must include “OCC” as the agency name and “Docket ID OCC-2014-0002” in your

comment. In general, the OCC will enter all comments received into the docket and publish those
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comments on the Regulations.gov Web site without change, including any business or personal
information that you provide such as name and address information, email addresses, or phone
numbers. Comments received, including attachments and other supporting materials, are part of the
public record and subject to public disclosure. Do not enclose any information in your comment or

supporting materials that you consider confidential ot tnappropriate for public disclosure.

You may review comments and othert related materials that pertain to this rulemaking action by any

of the following mc_ﬂ_thods:

* Viewing Comments Electronically: Go to http://www.regulations.gay. Enter “Docket 1D

0OCC-2014-00027 in the Search box and click “Search”. Comments can be filtered by Agency
using the filtering tools on the left side of the screen.

* Click on the “Help” tab on the Regulations.gov home page to get information on using
Regulations.gov, including instructions for viewing public comments, viewing other suppotting
and related materials, and viewing the docket after the close of the comment period.

* Viewing Comments Personally: You may personally inspect and photocopy comments at the
OCC, 400 7th Street SW., Washington, DC. For security reasons, the OCC requires that
visitors make an appointment to inspect comments. You may do so by calling (202) 649-6700.
Upon arrival, visitors will be required to present valid government-issued photo identification
and to submit to security screening in order to inspect and photocopy comments.

* Docket: You may also view or request available background documents and project summaries

using the methods described above.

Board: Follow the instructions for submitting comments at

heep: //www. federalteserve. gov/ceneralinfo/foia/ProposedReos.cfm.

* Federal eRulemaking Portal: http://www.regulations.goy. Follow the instructions for submitting

comments.

o Email regs.comments(dzfederalreserve.gon Include the docket number in the subject line of

the message.

* Fax: (202) 452-3819 or (202) 452-3102.

* Mail: Address to Robert deV. Frierson, Secretary, Board of Governors of the Federal Reserve
System, 20th Street and Constitution Avenue NW., Washington, DC 20551. All public
comments will be made available on the Board's Web site at
http://www.federalreserve. gov/generalinfo /fpia/ProposedRegs. cfin as submitted, unless
modified for technical reasons. Accordingly, comments will not be edited to remove any
identifying or contact information. Public comments may also be viewed electronically or in
paper in Room MP-500 of the Board's Martin Building (20th and C Streets NW.) between
9:00 a.m. and 5:00 p.m. on weekdays.

EDIC: You may submit comments by any of the following methods:
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* Federal eRulemaking Portal: htip://www.regulations.gov. Follow the instructions for submitting

comments.
o Agency Web site: hrep: //www.FDI C.gov/regulations/laws/federal/propose.hitml,

* Mar/: Robert E. Feldman, Executive Secretary, Attention: Comments/Legal ESS, Federal
Deposit Insurance Corporation, 550 17th Street NW., Washington, DC 20429.

* Hand Delivered{ Courier: 'The guard station at the rear of the 550 17th Street Building (located
on F Street), on business days between 7:00 a.m. and 5:00 p-m.

* Email comments@FDIC. gov. Comments submitted must include “FDIC” and “RIN 3064-
AE10.” Comments received will be posted without change to

bttg:g4WWW.FDIC.g;ovgreg;ukatfonsglangfedera].{_;grogose.btml, including any personal

information provided.

NCUA: You may submit comments, identified by RIN 3133-AE22 by any of the following methods

(Please send comments by one method only):

* Federal eRulemaking Portal: bttg:ggmvw.regn]ﬂtions.gou Follow the instructions for submitting

comiments.

« NCUA Web site: httg:ggWmv.ncua.gongegaMRegsgPag;CSZProQRegs.aspx. Follow the

instructions for submitting comments.

* Email: Address to regcomments@ncua.gov. Include “[Your name] Comments on Minimum
Requitements for Appraisal Management Companies” in the email subject line.

* Fax: (703) 518-6319. Use the subject line described above for email.

* Mail: Address to Gerard Poliquin, Secretary of the Board, National Credit Union
Administration, 1775 Duke Stree‘t, Alexandria, Virginia 22314-3428.

* Hand Delivery/ Conrier in Lien of Mail: Same as mail address.

You can view all public comments on NCUA's Web site at

bttp:gﬁWmv.ncua.g;ongcg;algRegsgPagesgProgRegs.asgx as submitted, except for those we

cannot post for technical reasons. NCUA will not edit or remove any identifying or contact
information from the public comments submitted. You may inspect paper copies of comments in
NCUA's law library at 1775 Duke Street, Alexandria, Virginia 22314, by appointment weekdays
between 9:00 a.m. and 3:00 p.m. To make an appointment, call (703) 518-6546 or send an email to

OGCMail@ncua.gov.

Burean: You may submit comments, identified by Docket No. CEFPB-2014-0006 or RIN 3170-AA44,
by any of the following methods:

* Elecironic: htip://www.regulations.gov. Follow the instructions for submitting comments.

* Mail: Monica Jackson, Office of the Executive Secretary, Bureau of Consumer Financial
Protection, 1700 G Street NW., Washington, DC 20552,

* Hand Delivery/ Conrier in Lien of Mail- Monica Jackson, Office of the Executive Secretary, Bureau
of Consumer Financial Protection, 1700 G Street NW., Washington, DC 20552.
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All submissions must include the agency name and docket number or Regulatory Information
Number (RIN) for this rulemaking. In general, all comments received will be posted without change
to http:/Swww.regulations.goy. In addition, comments will be available for public inspection and
copying at 1700 G Street NW., Washington, DC 20552, on official business days between the houts
of 10 a.m. and 5 p.m. Eastern Time. You can make an appointment to inspect the documents by
telephoning (202) 435-7275.

All comments, including attachments and other supporting matetials, will become part of the public
record and subject to public disclosure. Sensitive personal information, such 2s account numbers or
social security numbers, should not be included. Comtments will not be edited to remove any

identifying or contact information.

FHEA: You may submit your comments, identified by regulatory information number (RIN) 2590-
AA6], by any of the following methods:

- * Email: Comments to Alfred M. Pollard, General Counsel, may be sent by email to
RegComments@thfa.gov. Please include “RIN 2590-AA617 in the subject line of the
message.

* Federal eRulemaking Portal: http://www.regulations.gov. Follow the instructions for submitting

comments. If you submit your comment to the Federal eRulemaking Portal, please also send it
by email to FHFA at RegComments@fhfa.gov to ensure timely receipt by FHFA. Please
include “RIN 2590-AA61” in the subject line of the message.

* Hand Delivered/ Courier: The hand delivery address is: Alfred M. Pollard, General Counsel,
Attention: Comments/RIN 2590-AA61, Federal Housing Finance Agency, Eighth Floor, 400
Seventh Street SW., Washington, DC 20024, Deliver the package to the Seventh Street
entrance Guard Desk, First Floor, on business days berween 9 a.m. to 5 p.m.

o US. Mail, United Parcel Service, Federal Express, or Other Mail Service: The mailing address for
comments is: Alfred M. Pollard, General Counsel, Attention: Comments/RIN 2590-AA61,
Federal Housing Finance Agency, Eighth Floor, 400 Seventh Street SW., Washington, DC
20024,

Copies of all comments will be posted without change, including any personal information you
provide, such as your name, address (mailing and email), and phone number, on the FHFA Web site
at htip://wwww. fhfa gov. In addition, copies of all comments received will be available for
examination by the public on business days between the hours of 10 a.m. and 3 p.m., Eastern Time,
at the Federal Housing Finance Agency, Eighth Floor, 400 Seventh Street SW., Washington, DC
20024. To make an appointment to inspect comments, please call the Office of General Counsel at
(202) 649-3804.
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FOR FURTHER INFORMATION CONTACT:

OCC: Robert L. Parson, Appraisal Policy Specialist, (202) 649-6423, G. Kevin Lawton, Appraiser
(Real Estate Specialist), (202) 649-7152, Mitchell E. Plave, Special Counsel, or Charlotte M. Bahin,
Senior Counsel, Legislative & Regulatory Activities Division, (202) 649-5490, for persons who are
deaf or hard of hearing, TTY, (202) 649-5597, or Christopher Manthey, Special Counsel, Bank
Activities and Structure Division, (202) 649-5500.

Board: Carmen Holly, Supervisory Financial Analyst, Division of Banking Supervision and Regulation,
at (202) 973-6122, Walter McEwen, Senior Counsel, Legal Division, at (202) 452-3321, or Will C.
Giles, Counsel, Legal Division, at (202) 452-3351, Board of Governors of the Federal Reserve
System, Washington, DC 20551.

FDIC: Beverlea S. Gardner, Senior Examination Specialist, Division of Risk Management and
Supervision, at (202) 898-3640, Sandra S. Barker, Senior Policy Analyst, Division of Consumer
Protection, at (202) 898-3915, Mark Mellon, Counsel, Legal Division, at (202) 898-3884, Kimberly
Stock, Counsel, Legal Division, at (202) 898-3815, or Benjamin K. Gibbs, Senior Regional Attorney,
at (678) 916-2458, Federal Deposit Insurance Corporation, 550 17th Street NW., Washington, DC
20429,

NCUA: John Brolin or Pamela Yu, Staff Attorneys, Office of General Counsel, at (703) 518-6540,
or Vincent Vieten, Program Officer, Office of Examination and Insurance, at (703) 518-6360, or
1775 Duke Street, Alexandria, Virginia 22314.

Burean: Owen Bonheimer, Counsel, Office of Regulations, David Friend, Counsel, Office of
Regulations, or Connor Raso, Attorney-Advisor, Legal Division, 1700 G Street NW., Washington,
DC 20552, at (202) 435-7000.

FHFA: Robert Witt, Senior Policy Analyst, Office of Housing and Regulatory Policy, (202) 649-
3128, or Ming-Yuen Meyer-Fong, Assistant General Counsel, Office of General Counsel, (202) 649-
3078, Federal Housing Finance Agency, 400 Seventh Street SW. ,» Washington, DC 20024.

SUPPLEMENTARY INFORMATION:
l. Background

AMC Minimum Requirements

On July 21, 2010, the Dodd-Frank Act! was signed into law. Section 1473 of the Dodd-Frank Act

added a new section 1124 to Title XI of the Financial Institutions Reform, Recovery, and
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Enforcement Act of 1989 (FIRREA}**-and established minimum tequirements to be applied by

States in the registration and supervision of AMCs. An AMC is an entity that serves as an
intermediary for, and provides certain services to, appraisers and lenders.¥~These minimum

requirements apply to States that have elected to establish, pursuant to section 1117 of FIRREA,* an
appraiser certifying and licensing agency with authority to register and supervise AMCs {participating

States). Section 1473 of the Dodd-Frank Act¥lalso created the AMC National Registry, which will
be administered by the ASC, and requires participating States to report AMC registration

information to the ASC to support the Registry. Y-The AMC National Registry will include AMCs
that are either: (1) Registered with, and subject to supervision of, a State appraiser certifying and
licensing agency; or (2) subsidiarics owned and controlled by an insured depositoty institution or an

insured credit union and regulated by a Federal financial institutions regulatory agency.

Under section 1124, participating States must require that AMCs: (1) Register with, and be subject
to, supervision by the State appraiser certifying and licensing agency in the State or States in which

such company operates; (2) verify that only State-certified or State-licensed appraisers are used for

Federally related transactions;+3-(3) require that appraisals comply with the Uniform Standards of
Professional Appraisal Practice (USPAP); and (4) require that appraisals are conducted in accordance
with the statutory appraisal independence standards under the Truth in Lending Act (TILA) (15

U.S.C. 163%) and implementing regulations8-An AMC that is a subsidiary owned and conttolled
by an insured depository institution or an insured credit union, and that is regulated by 2 Federal
financial institutions regulatory agency is subject to all of the minimum requirements, except the
requirement to register with a State. The minimum requitements will apply to any AMC that
provides appraisal management services, as defined in the proposed regulation, and meets the
statutory size threshold, which is that the AMC oversees an appraiser panel of more than 15 State-
certified or State-licensed appraisers in 2 State ot of 25 or more appraisers nationally in a given year.

States may establish requirements for AMC registration and supervision that are in addition to these

minimum requirements.~+

Under section 1124, beginning 36 months from the time the Agencies issue the final AMC rule, an
AMC may not provide services for a Federally related transaction in a State unless the AMC is
registered with the State or is subject to oversight by a Federal financial institutions regulatory
agency. This effectively allows each State up to 36 months to set up registration and supervision
systems that meet the requirements of the final rule. The ASC, with the apptoval of the FFIEC, may
extend the 36-month deadline for an additional 12 months if the ASC makes a finding that the State
has made substantial progress toward implementation of a system that meets the criteria in the final

rule,

Section 1124 does not compel a State to establish an AMC registration and supervision program, nor
is there a penalty imposed on a State that does not establish a regulatory structure for AMCs within

36 months of issuance of the final AMC rule. However, in such a State, unless and until it
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establishes such a regulatory structure, AMCs are barred by section 1124 from providing appraisal

management services for Federally related transactions. 4%

Under section 1124 of Title XI, the Agencies must establish, by rule, minimum requirements to be
imposed by a participating State appraiser certifying and licensing agency on AMCs doing business in
the State. M-The statute also directs the Agencies to issue regulations that identify certain activities
of AMCs that participating State appraiser certifying and licensing agencies should report to the
ASC. This proposed rule implements these statutory requirements.

Consolidation of FDIC and OTS Rules on Appraisals

Title IIT of the Dodd-Frank Act transferred the powers, duties, and functions formerly performed by
the Office of Thrift Supervision (OTS), the Federal entity formerly responsible for the supervision
of federally insured savings associations and their holding companies, to the FDIC for State savings

associations and authorized the FDIC to consolidate OTS and FDIC rules.H3-This proposed rule
implements this authority by rescinding the OTS regulatory provisions on appraisals pertaining to

State savings associations as such associations are covered by the FDIC's existing appraisal rules.

Il. The Proposed Rule

The Agencies are issuing this proposal to implement the minimum requirements for registration and
supervision of AMCs in the Dodd-Frank Act, Title XIV, Subtitle F (Appraisal Activities). As
required by the Dodd-Frank Act, this proposal was developed jointly by the OCC, the Board, the
FDIC, the Bureau, the FHFA, and the NCUA. The proposed rule would: (1) Establish the minimum
requirements in section 1473 of the Dodd-Frank Act for registration of AMCs; (2) establish the
minimum requitements for AMCs that register with the State under section 1473 of the Dodd-Frank
Act; (3) require Federally regulated AMCs to meet the minimum requirements of section 1473 (other
than registefing with the State); and (4) requite the reporting of certain AMC information to the
ASC. The proposed rule is being published in the CFR separately by the OCC, the Board, the
FDIC, and the FHFA. No substantive difference between the rules is intended. The proposed rule
would also integrate FDIC appraisal regulations for State nonmember banks and State savings

associations.
Key Definitions

Appraisal management company. Proposed § 34.211(c) ™ -defines an AMC as a person-Mthag. (1)
provides appraisal management services to creditors of secondary mottgage market participants; (2)
provides such services in connection with valuing a consumer's principal dwelling as security for a
consumer credit transaction (including consumer credit transactions incorporated into

securitizations); and (3) within a given year, oversees an appratser panel of more than 15 State-

httomas Hrrmvrmer Ladamalemms mbnn vl aidl AN an AN AINAINOIAAY A ArOrnd., ' 4 . P tmima s




Federal Register | Minimum Requirements for Appraisal Management Companies Page 11 of 73

certified or State-licensed appraisers in a State or 25 or more State-certified or State-licensed
appraisers in two or more States. The proposed definition cross-references proposed § 34.212 for

the rules on how to calculate the numeric threshold for the apptaiser panel.

Securitization within the definition of appraisal management company. The proposed definition of AMC
applies to appraisal management services provided in connection with residential mortgage
transactions and securitizations involving residential mortgages. The proposed rule does not extend
to appraisal management services provided in connection with commercial real estate transactions ot
securitizations involving commercial real estate mortgages. In drafting the definition of AMC for the
proposal, the Agencies considered whether the statutory definition of AMC in section 1121 should
be construed to encompass not only appraisal management services provided for securitizations of
residential mortgages, but also appraisal services in connection with securitizations of commercial

mortgages.

The Agencies' reading of the statute—that it only extends to residential mortgage transactions and
securitizations involving residential mortgages—is consistent with the text of section 1124 and of
other relevant portions of the Dodd-Frank Act taken as a whole. Non-residential or commercial
mortgages are not mentioned in any AMC provisions in section 1473 (or elsewhere in Title XIV of
the Dodd-Frank Act). The lack of a reference to commercial mortgage lending in the relevant Dodd-
Frank Act provisions suggests that AMCs were not intended to be covered by the AMC minimum
requirements when they are providing appraisal management services for underwriters or other
principals of commercial mortgage securitizations. Moreover, the Agencies understand that individual
appraisers, as opposed to AMCs, are more typically retained to provide an appraisal of propertics

that will be included in securitizations of commercial mortgage loans because of the size and

complexity of those properties.-H3!

“External third party” within the definition of appraisal management company. Section 1121 defines an AMC
as any “external third party” authotized to take certain actions by a creditor of a consumer credit

transaction secured by a consumer's principal dwelling or by an underwriter of or other principal in

the secondary mortgage markets.1¥-Consistent with the statutory definition, the proposal would
define the term AMC to exclude a department or division of an entity when such department or
division provides appraisal management setvices only to that entity. These departments or divisions
are not “external third parties” as required by the statute. An AMC that is an affiliate (rather than a
department ot division) of a creditor or secondary market principal, however, would be treated as an
AMC under the proposed rule, even if the AMC provides appraisal management services only to the
entity with which it is affiliated, because the affiliate is a separate legal entity.

The Agencies believe that this interpretation is consistent with the plain meaning of “external” and
“third party,” as well as with section 1124(c), which by its terms contemplates that the requirements
of section 1124 would apply to subsidiaries of financial institutions. In the Agencies' view, this

interpretation is also consistent with section 1124 as a whole, which is directed at regulating parties
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that provide appraisal management services on behalf of creditors and secondary market principals,

but does not regulate creditors or secondary market principals directly.
Qnestion 1. The Agencies request comment on all aspects of the proposed definition of AMC.

Appraisal management services. Proposed § 34.211(d) defines “appraisal management services” to mean
one or more of the following: (1) recruiting, selecting, and retaining a2ppraisers; (2) contracting with
State-certified or State-licensed appraisers to perform appraisal assignments; (3) managing the
process of having an appraisal performed, including providing administrative duties such as receiving
appraisal orders and appraisal reports, submitting completed appraisal reports to creditors and
secondary mortgage market participants, collecting fees from creditors and secondary mortgage
market participants for services provided, and paying appraisers for services performed; or Q)
reviewing and verifying the work of appraisers. This definition reflects the appraisal management

services outlined in the definition of AMC in section 1121.

Appratser panel. The definition of AMC in section 1473 of the Dodd-Frank Act provides that an
entity will be treated as an AMC for purposes of State registration if it has an “appraiser network or
panel” of more than 15 State-certified or State-licensed appraisers in a State or 25 or more nationally
within 2 given year. Section 1473 does not specify whether a “network or panel” consists of
employees of an AMC or independent contractors retained by the AMC (or both). To help address
this issue, the Agencies conducted outreach with associations that represent AMCs and appraisers to
gather information about the AMC business model. The Agencies also conducted outreach with

State appraiser certifying and licensing agencies to gather information on the experience of States

that have adopted AMC laws that define “appraiser panel.”‘l‘l‘_"l

Based on this outreach, the Agencies understand that a majority of States that have adopted AMC

laws define “appraiser panel” as being comprised of independent contractors.T8-A minority of
States use a broader definition for “appraiser panel” that encompasses a combination of independent
contractors and employees.-The majority approach is consistent with the model AMC code
offered by a trade association for appraisers and the minority approach is consistent with 2 model

code offered by a trade association for AMCs.

Proposed § 34.211(e) defines an appraiser network or panel as a network of State-licensed or State-
certified appraisers who are independent contractors to an AMC. This definition reflects the
approach taken by the majority of States that have adopted AMC registration laws or have proposed
such laws, as discussed above. The proposed definition of appraiser panel also reflects the Agencies'
understanding, based on the outreach, that AMCs typically engage appraisers as independent
contractors under the current AMC business model, tather than having employees petform
appraisals. Proposed § 34.211(e) also reflects the definition of appraisal management company in

section 1121, which outlines typical tasks carried out by AMCs, such as contracting with State-
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licensed or State-certified appraisers. This definition of AMC and its description of appraisal

management services do ot include performing appraisals.

Although the Agencies believe that defining an “appraiser network or panel” as including
independent contractors is consistent with the Dodd-Frank Act and the cutrent business model of
AMCs, the Agencies, in conjunction with the ASC, will monitor AMCs to assess whether they are
hiring appraisers as part-time employees to avoid State registration requirements. Qutreach with State

officials did not indicate this is currently occurring or at significant risk of occurring.

Question 2. The Agencies request comment on the proposed definition of “appraiser network ot
panel” and on the alternative of defining this term to include employees as well as independent
contractors. The Agencies also request comment on whether the term “independent contractor”

should be defined, and if so why and how, including whether it should be defined based upon

Federal law (e.g, using the standards issued by the Internal Revenue Service%-or standards adopted

in other Federal regulations, such as those issued under the Secure and Fair Enforcement for

Mortgage Licensing Act (S A F.E, Act)), ot left to State law {so as to be consistent with
existing AMC laws).

Appraisal firms. An appraisal firm is a firm that is engaged to perform appraisals. Section 1473 of the
Dodd-Frank Act appeats to distinguish AMCs that contract with others to perform appraisals from

appraisal firms that are comprised of groups of appraisers that perform appraisals as part of a single

firm or partnership. For the following reasons, the Agencies believe that appraisal firms should not

be treated as AMCs under section 1473,

One basic reason to distingnish between AMCs and appraisal firms is that the business models of
AMCs and appraisal firms are different. AMCs provide appraisal management services to third
parties, including retaining appraisers to perform appraisals, but AMCs do not perform appraisals.
This is 2 cote characteristic of an AMC that distinguishes its model from appraisal firms, given that

appraisal firms perform appraisals using one of the firm's employees or partners, 221

The text of section 1473 also reflects these difference in the business models of AMCs and appraisal
firms. Section 1473 describes the duties of AMCs as including “contracting with State-certified or
State-licensed appraisers to perform appraisal assignments.” While Congress could have explicitly
included “petforming appraisal assignments” in this list of business lines, it did not. Another basis
for excluding appraisal firms from State AMC registration is that section 1124 uses the term
“Appraisal Management Company,” which, again, is understood generally to refer to an entity that
provides appraisal management setvices by retaining appraisers as independent contractors and not

by performing appraisals.

Given this statutory language, the proposal differentiates between entities that contract with

appraisers to perform appraisals (such entities being AMCs), versus those whose employees directly
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perform appraisals (those entities being appraisal firms). For this reason, and for other reasons
discussed above, the Agencies have proposed that business entities that perform appraisals should
not be treated as AMCs for purposes of implementing the Dodd-Frank Act's State registration and
supervision requirements, with the exception of a hybrid firm, as discussed below. Thus, the
proposed regulation does not authorize participating States to require appraisal firms to register as
AMCs or to require that appraisal firms be subject to supervision under the AMC registration and

supervision programs implemented by the proposed regulation (again, however, with the exception

of a hybrid firm).1#4

Hybrid firms or entities. The Agencies have considered the possibility that there ate, or may be in the
future, “hybrid” entities, meaning entities that both hire appraisers as employees to petform
appraisals, and engage independent contractors to perform appraisals. In this situation, the entity
could be considered both an AMC and an appraisal firm. In such a case, the entity should be treated
as an AMC for purposes of State registration if it meets the numerical test (of overseeing more than
15 State-certified or State-licensed appraisers in a State or 25 or more State-certified or State-licensed
appraisets in two or more States within a given year). The numerical calculation for hybrid entities

should only include appraisers engaged as independent contractots.

Question 3. The Agencies request comment on the distinction the Agencies have drawn between
employees and independent contractors as a basis for exclusion of appraisal firms from the
definition of an AMC.

Covered transaction. The proposed rule applies to AMCs that provide appraisal management services
relating to a “covered transaction.” Proposed § 34.211(h) defines a covered transaction as any
consumer credit transaction secured by the consumer's principal dwelling. The proposed definition
does not limit the definition of “covered transaction” to Federally related transactions (generally,
credit transactions involving a Federally regulated depository institution, see 12_U,S.C. 3350(4)), even
though Title XT of FIRREA and its implementing regulations have historically applied only to

appraisals for Federally related transactions.

This interptetation is proposed to reflect the statutory text of section 1121(11), which defines the
term “appraisal management company” in connection with “valuing properties collateralizing
mortgage loans or mortgages incorporated into a securitization.” This interpretation is also consistent
with the structure and text of other parts of section 1124, which distinguish between “appraisals”
generally and appraisal services related specifically to Federally related transactions.2-Furthermore,
the text of section 1124(a)(4) indicates that one of the chief purposes of the minimum requirements
for AMCs is to ensure compliance with the appraisal independence standards established under
section 129E of TILA. ¥ -Those standards apply to AMCs whenever they engage in a consumer
credit transaction secured by a principal dwelling, regardless of whether the transaction is a Federally

related transaction.-1¥%
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For these reasons, the proposed rule would establish minimum requirements in participating States
for all entities that meet the definition of AMC, regardless of whether the AMC participates in

Federally related transactions.

Federally regulated AMCs and Federally related transaction regulations. Under section 1124(c), an AMC that

is a subsidiary owned and controlled by an insured depository institution or an insured credit union
and that is regulated by a Fedetal financial institutions regulatory agency-mis not required to

register with a State.mProposed § 34.211(j) defines such an AMC as a “Federally regulated AMC,”
meaning an AMC that is owned and controlled by an insured depository institution, as defined in 12
U.S.C. 1813, or an insured credit union, as defined in 12 1J,S.C. 1752, and that is regulated by the
OCC, Beoard, NCUA, or the FDIC.

A Fedenlly regulated AMC must follow the minimum requirements that are applicable to State-
registered AMCs and is subject to supervision for compliance with these standards by the
appropriate Federal financial institutions regulatory agency. In addition, a Federally regulated AMC
must report to the State or States in which it operates the information required to be submitted by
the State to the ASC for inclusion of the AMC on the AMC National Registry.

The NCUA, unlike the other banking agencies to this rulemaking, does not directly oversee or
regulate any subsidiaries owned and controlled by credit unions, including AMC subsidiaries. Rather,
the NCUA's regulations permit Federal credit unions to invest in or lend only to credit union service

organizations (CUSOs) that conform to specific requirements outlined in part 712 of the NCUA's

regulations.‘D—DLAs explained above, the Agencies are interpreting section 1124(c)‘[3—11‘t0 apply only to
AMC subsidiaries owned and controlled by an insured depository institution, or an insured credit
union, and regulated by a Federal financial institutions regulatory agency. NCUA has not, historically,
asserted that CUSOs or their employees are exempt from applicable State registration and licensing
regimes, and this proposed rule would not alter that approac_h.—D—ZLNor does NCUA directly regulate
or oversee CUSOs owned by State-chartered credit unions. Accordingly, under the proposal, AMC
CUSOQOs, whether owned by a State or Federally chartered credit union, are not considered to be
regulated by a Federal financial institutions regulatory agency at this time and would be required to

be registered in accordance with applicable State requirements.

Question 4. The agencies request comment on whether references to the NCUA and insured credit
unions should be removed from the definition of "Federally regulated AMC' and other parts of the
final regulation to clarify that AMC CUSOs are subject to State registration and supervision.

Proposed § 34.211(k) defines “Federally related transaction regulations™ to mean the regulations
issued by the OCC, Board, FDIC, and NCUA pursuant to sections 1112, 1113, and 1114 of
FIRREA Title XI, 12 U.S.C. 3341-3343. These interagency regulations established certain safety and
soundness standards for appraisals conducted in connection with lending by institutions regulated by

the OCC, Board, FDIC, or NCUA. The Agencies added this definition to implement the minimum
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standard in section 1124(a)(2) that requires an AMC o verify that only certified or licensed

appraisers are used for Federally related transactions.

Secondary mortgage market participant. The term “secondary mortgage market participant” is used in the
proposed regulation to implement the corresponding reference in the statute to “an underwriter of
or other principal in the secondary mortgage matkets.” Proposed § 34.211(n) defines “secondary
mortgage market participant” to mean a guarantor or insurer of mortgage-backed securities, or an
underwriter or issuer of mortgage-backed securities. The definition includes individual investors in a
mortgage-backed security only if they also serve in the capacity of a guarantor, insuret, underwriter,

or issuer for the mortgage-backed security.

Question 5. The Agencies request comment on the proposed definition of “secondaty mortgage
market participant.” Are the types of entities cited in the proposed definition appropriately included
in this context? Should any other types of entitics be expressly included or excluded from this
definition, for the sake of clarity? Should any other types of entities be considered “an undenwriter
or other principal in the secondary mortgage markets” for the purpose of the definition of AMC in
the Dodd-Frank Act?

Minimum AMC Requirements and Implementation Issues

Method for assessing the number of appraisers on AMC panels. The proposed rule provides parameters for
determining whether, within a given year, an AMC oversees an appraiser panel of more than 15

State-certified or State-licensed appraisers in a State or 25 or more State-certified or State-licensed

appraisers in two or more States.*-Under the proposed rule, an appraiser is deemed part of the
AMC's appraiser panel as of the earliest date the AMC accepts the appraiser for consideration for
future appraisal engagements, or contracts with the appraiser to perform one or more appraisals on
behalf of a creditor or secondary mortgage matket principal, including an affiliate of such a creditor

or principal.

An appraiser who is considered to be part of the AMC's appraiser panel is deemed to remain on the
panel until the date on which the AMC sends written notice to the appraiser removing the appraiser
from the appraiser panel, with an explanation of its action; receives written notice from the
appraiser asking to be removed from the appraiser panel; or receives notice of the death or
incapacity of the appraiser. If an appraiser is removed from an AMC's appraiser panel, but the AMC
subsequently re-admits the appraiser or engages the appraiset at any time during the twelve months
after the appraiser's removal, the removal will be deemed not to have occurred, and the appraiser
will be deemed to have been patt of the AMC's appraiser panel without interruption. The Agencies
believe that these procedural provisions will provide clarity to States and prevent circumvention of

the registration requirement,
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Mintmum reguirements for State registration and superrision of AMCs. Under the proposed rule, participating
States must have in place within the State appraiser certifying and licensing agency a licensing
program that has authority to: (1) Review and approve or deny an AMC's application for initial
registration; (2) review and renew or refuse to renew an AMC's registration periodically; (3) examine
the books and records of an AMC operating in the State and require the AMC to submit reports,
information, and documents to the State; (4) verify that the appraisers on the AMC's appraiser list,
network, panel, or roster hold valid State certifications or licenses, as applicable; (5) conduct
investigations of AMCs to assess potential violations of applicable appraisal-related laws, regulations,
or orders; (6) discipline, suspend, terminate, and refuse to renew the registration of an AMC that
violates applicable appraisal-related laws, tegulations, or orders; and (7) report an AMC's violation of
applicable appraisal-related laws, regulations, or orders, as well as disciplinary and enforcement

actions and other relevant information about an AMC's operations, to the ASC.

These proposed authorities and mechanisms reflect the Agencies' interpretation of the provisions of

section 1124(a}, including the minimum requirement in section 1124(a)(1) that AMCs be “subject to

supetvision” by the State agency.T-The Agencies interpret section 1124(a) as being consistent with
the criteria outlined in sections 1103, 1109, and 1118(a) of FIRREA, as amended by the Dodd-Frank

Act, which describe the elements of State regulation of AMCs that will be monitored by the ASC.

B5Lpor example, the ASC will monitor whether States have supervision systems in place that would
allow a State to process complaints against an AMC and conduct investigations in connection with
those complaints. The ASC will also monitor whether a State takes apptopriate enforcement actions

against an AMC that is found to have violated applicable laws and regulations.

The Agencies believe that the proposed rule will provide notice to States of the enforcement and
supervision obligations the States have under FIRREA and ensure that State appraiser certifying and

licensing agencies have the required minimum structures for registration and supervision of AMCs

Question 6. The Agencies request comment on the proposed minimum requitements for State

registration and supervision of AMCs.

Minimum requirements for State-registered AMCs. Under section 1124, participating States are required to
ensure that AMCs that provide appraisal management services for a creditor or “underwriter of or
other principal in the secondary mortgage markets” related to a covered transaction follow certain

minimum requitements. The proposed rule implements these requirements.

Under the proposed rule, an AMC must register with, and be subject to supetvision by, a State
appraiser certifying and licensing agency in each State in which the AMC operates. (Again, however,
the requirement to register with a State does not apply to Federally regulated AMCs; the rules for
these AMCs are discussed further below.) In addition, an AMC must verify that only State-certified
ot State-licensed appraisers are used when 2 creditor or secondary mortgage market participant

engages in a transaction that requires the services of a State-certified or State-licensed appratset




Federal Register | Minimum Requirements for Appraisal Management Companies Page 18 of 73

under the Federally related transaction regulations. An AMC must also have processes and controls
reasonably designed to ensure that the AMC, in engaging an appraiser, selects an appraiser who has
the requisite education, expertise, and expetience necessary to complete competently the assignment
for the particular market and property type. This minimum requirement implements the requirement
of section 1124(a)(3) and emphasizes a core principle of the Interagency Appraisal and Evaluation
Guidelines and USPAP, which is that an appraiser must be not only be competent generally, but

also have specific competency to perform a particular appraisal 28

The proposed rule also requires that an AMC establish and comply with processes and controls
reasonably designed to ensure that the AMC conducts its appraisal management services in
accordance with: (1) The AMC's obligations as a covered person with respect to mandatory
reporting, conflicts of interest, and other acts or practices that would violate appraisal independence
pursuant to section 129E(a) through (e} of TILA; and (2) the AMC's obligations as a creditor's agent

with respect to appraiser compensation pursuant to section 129E(i) of TILA, 15 U.S.C, 1639 (). R4
The proposed rule directly imposes these requirements on Federally regulated AMCs.

The purpose and scope section of the proposed rule notes that the AMC minimum standards do not
affect the responsibility of banks, Federal savings associations, state savings associations, bank
holding companies, and credit unions for compliance with applicable regulations and guidance
concerning appraisals. Under the interagency appraisal standards, for example, if an appraisal is
prepared by a fee appraiser (as opposed to in-house, by the institution), the appraiser must be
engaged directly by the regulated institution or its agent, and have no direct or indirect interest,
financial or otherwise, in the property or the transaction.128-As such, as stated in the Interagency
Appraisal and Evaluation Guidelines, an institution that engages a third party such as an AMC to act

as its agent in administetring any part of the institution's appraisal program remains res onsible for
g gany p PP prog p

compliance with applicable laws concerning appraisers and appraisals. 22

In drafting these minimum requirements, and the definition of appraisal management services
discussed previously, the Agencies considered whether to tequire AMCs to follow minimum
standards when performing appraisal reviews. The Agencies note that section 1110 of FIRREA, as
amended by section 1473 of the Dodd-Frank Act,—um-requires a scparate rulemaking to require
“appropriate” appraisal teview for compliance with USPAP in connection with Federally related
transactions. The Agencies believe that the section 1110 rulemaking provides the appropriate
opportunity to address the requirement for appraisal reviews. For this reason, the Agencies are not

proposing to issue appraisal review standards in this AMC rulemaking.
Question 7. The Agencies request comment on the proposed approach to the appraisal review issue.

Minimum requirements for Federally regniated AMCs. As explained eatlier in this preamble, section 1124
provides that AMCs that are owned and controlled subsidiarics of an insured depository institution

or an insured credit union and regulated by a Federal financial institutions regulatory agency, are not
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required to register with a State. #'-These Federally regulated AMCs are, however, subject to the
same minimum requirements as AMCs that are not regulated by a Federal financial institutions

agency.

The proposed rule implements these minimum requirements in § 34.214(a) using the same
substantive standards that are proposed for AMCs that are not subject to regulation by a Federal
financial institutions regulatory agency. Specifically, the proposed rule requires Federally regulated
AMCs to have systems in place to ensure that only State-certified or State-licensed appraisers
perform appraisals for Federally related transactions; that appraisers with the requisite education,

expertise, and experience necessary for the assignment are used; that the appraisers comply with

USPAP; and that the appraisal independence requirements of TILA section 129E are complied with.
tEY)]

In addition, in order to establish a means for Federally regulated AMCs to be included in the ASC
National Registry, the proposed rule would requite Federally regulated AMCs to provide to each
participating State in which it operates the information required by the ASC for administration of
the AMC National Registry. First, the proposed rule would require Federally regulated AMCs to
provide information related to the determination by the ASC of the AMC National Registry fee.

This provision implements section 1124(c) of FIRREA.LSecond, the proposed rule would require
Federally regulated AMCs to provide to each participating State the information needed to determine
whether the limitations on registration or inclusion in the AMC National Registry under § 34.215
apply. See proposed § 34.215 and accompanying section-by-section analysis, below. The proposed
rule recognizes, however, the possibility that a State might not establish a system for collecting such
information from Federally regulated AMCs. If the State does not have a system for accepting such
information and reporting it to the ASC, the proposed rule would direct the Federally regulated
AMC to the ASC for more information on alternative means for submitting the information outlined
in § 34.214(b).

Registration limitations. Proposed § 34.215 would place certain limitations on whether an AMC
(whether ot not Federally regulated) can be registered in a State or included in the National Registry.

Proposed § 34.215 is based on section 1124(d) of FIRREA, M which provides that an AMC shall
not be registered by a State or included on the AMC National Registry if such company, in whole or
in part, directly or indirectly, is owned by any person who has had an appraiser license or certificate
refused, denied, cancelled, surrendered in lieu of revocation, or revoked in any State. Section 1124(d)
provides further that each person who owns more than 10 percent of an AMC must be of good
moral character, as determined by the State appraiser certifying and licensing agency, and must
submit to a background investigation carried out by the State appraiser certifying and licensing

agency.

To implement this provision, proposed § 34.215(2) would provide that an AMC may not be
registered by a State or included on the AMC National Registry if such company, in whole or in
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part, directly or indirectly, is owned by any person who has had an appraiser license or certificate
refused, denied, cancelled, surrendered in lieu of revocation, or revoked in any State. As indicated
above, the statute clearly states that the limitations regarding appraiser licensure and certification

determine both whether an AMC may be “registered by a State” and whether an AMC may be

“included on the national registry” of AMCs. 143}

Proposed § 34.215(b) provides that, for AMCs seeking to be registered in a State, cach person who
owns more than 10 percent of an AMC must be of good moral character, as determined by the
State appraiser certifying and licensing agency, and must submit to 2 background investigation
carried out by the State appraiser certifying and licensing agency. The statute is ambiguous regarding
whether the limitation regarding the moral character of AMC owners applies to both registration
with a State and inclusion on the AMC National Registry. Given that the title of the statutory
section is “Registration Limitations,” the Agencies have proposed that the limitation would apply
only with respect to AMC registration with 2 State. Under the proposal, this limitation would apply
to Federally regulated AMCs only if they seek to tegister voluntarily with a State.

Under the proposal, these threshold requitements concerning licensure would be ongoing obligations
for State appraiser certifying and licensing agencies. As such, a State would be expected to review
whether an AMC meets the proposed registration limitations, as described in the statute and in
proposed § 34.215, at the time of registration of an AMC, and at the time of renewal of the AMC

license each year, or more frequently as determined necessary by that State.

Submission of reports to the ASC. Under § 34.216 of the proposed rule, States that establish AMC
registration programs must submit to the ASC the information regarding AMCs required by ASC
regulations and guidance. The proposed rule implements the requirement in section 1124(e) for the

Agencies to establish these teporting requirements.

Integration of FDIC and OTS Rules on Appraisals

As noted previously, pursuant to Title III of the Dodd-Frank Act, the FDIC is proposing to
integrate its appraisal regulations for both nonmember banks and State savings associations,
Specifically, the FDIC proposes to rescind 12 CFR Part 390, Subpart X (Part 390, Subpart X), of
the former OTS regulation entitled “Appraisals.” The proposed rescission of Part 390, Subpart X
completes the FDIC's review of this subpart of the OTS rules for rescission, amendment, or
adoption. This subpart was included in the regulations that were transferred to the FDIC from the
OTS on July 21, 2011, in connection with the implementation of applicable provisions of Title III
of the Dodd-Frank Act. Upon removal of Part 390, Subpart X, the appraisal regulations applicable
for all insured depository institutions (“IDIs”), for which the FDIC has been designated the
appropriate Federal banking agency (including State savings associations), will be found at 12 CFR

Part 323 entitled ““Appraisals.”
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Rescinding Part 390, Subpart X will serve to streamline the FDIC's rules and eliminate redundancy
and unnecessary regulations. The FDIC does not, however, see any need to make conforming
amendments to Part 323 of its Regulations to accomplish this goal. This is because Part 323 already
applies to “regulated institutions,” defined by section 323.1(b) as “institutions regulated by the
FDIC.” As noted previously, under Title IIT of the Dodd-Frank Act, the FDIC is now responsible
for the regulation of State savings association. The FDIC is therefore of the opinion that Part 323
as currently drafted is sufficiently broad to include State savings associations without any further
amendment. If the proposal is adopted in final form, all insured depository institutions regulated by
the FDIC, including State savings associations, will be regulated in a uniform manner. The FDIC

nonctheless solicits comment on these proposed changes.

lll. Request for Comment on the Proposed Rule

The Agencies request comments on all aspects of this proposed rule, including specific requests for
comment that appear throughout the Supplementary Information above. In addition, we ask for

specific comment on the following questions:

Question 8. What barriers, if any, exist that may make it difficult for a State to implement the

proposed AMC rules?

Question 9. What aspects of the rule, if any, will be challenging for States to implement within 36
months? To the extent such challenges exist, what alternative approaches do commenters suggest

that would make implementation easier, while maintaining consistency with the statute?

Qnestion 10. Are there any batriers to a State collecting information on Federally regulated AMCs and

submitting such information to the ASC? And if so what are they?

Question 11. Atre any questions raised by any differences between State laws and the proposed AMC
rules? Should these be addressed in the final AMC rules and, if so, how?

IV. Regulatory Analysis

Paperwork Reduction Act

Certain provisions of the proposed rule contain “information collection” requirements within the
meaning of the Paperwork Reduction Act (PRA) of 1995 (44 U.S.C, 3501 et seq.). Under the PRA,
the Agencies may not conduct or sponsor, and a person is not reﬁuired to respond to, an
information collection unless the information collection displays a valid Office of Management and
Budget (OMB) control number. The information collection requitements contained in this proposed

rule are being submitted to OMB for review and approval by the FDIC, FHFA, and OCC under
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section 3506 of the PRA and section 1320.11 of the OMB's implementing regulations (5 CFR part
1320). The Board reviewed the proposed rule under the authority delegated to the Board by OMB.

The collection of information requirements in the proposed rule are found in §§ 34.212-34.216. This

information is tequired to implement section 1473 of the Dodd-Frank Act,
Title of Information Collection: Minimum Requitements for Appraisal Management Companies.
OMB Control Nos.: The Agencies will be seeking new control numbers for these collections.

Frequency of Response: Event generated.

Affected Public: States; businesses or other for-profit and not-for-profit organizations.
Abstract

State Recordkeeping Requirements

States secking to register AMCs must have an AMC certifying and licensing program. Section 34.213
(a) requires participating States to establish and maintain within its appraiser certifying and licensing
agency a licensing program with the legal authotity and mechanisms to: (i) teview and approve or
deny an application for initial registration; (i) periodically review and renew, or deny renewal of, an
AMC's registration; (iii) examine an AMC's books and records and require the submission of reports,
information, and documents; (iv) verify an AMC's certifications or licenses; (v) investigate and assess
potential law, regulation, or order violations; (vi) discipline, suspend, terminate, or deny registration
renewals of, AMCs that violate laws, regulations, or orders; and (vii) report violations of appraisal-
related laws, regulations, or orders, and disciplinary and enforcement actions to the Appraisal

Subcommittee.

Section 34.213(b) requires each participating State to impose requirements on AMCs not owned and
controlled by an insured depository institution and regulated by a Federal financial institution
regulatory agency to: (i) Register with and be subject to supervision by a State appraiser certifying
and licensing agency in each State in which the AMC operates; (il) use only State-certified or State-
licensed appraisers for Federally regulated transactions in conformity with any Federally regulated
transaction regulations; (iii) establish and comply with processes and controls reasonably designed to
ensure that the AMC, in engaging an appraiser, selects an appraiser who is independent of the

transaction and who has the requisite education, expertise, and experience necessaty to competently

complete the appraisal assignment for the particular market and property type; (iv) direct the
appraiser to perform the assignment in accordance with USPAP; and (v) establish and comply with
processes and controls reasonably designed to ensure that the AMC conducts its appraisal

management services in accordance with section 129E(a)-(i) of the Truth in Lending Act.
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State Reporting Burden

Section 34.216 requires that each State electing to register AMCs for purposes of permitting AMCs
to provide appraisal management services relating to covered transactions in the State must submit
to the Appraisal Subcommittee the information required to be submitted under this Subpart and any

additiona! information required by the Appraisal Subcommittee concerning AMCs.

AMC Reporting Requirements

Section 34.214(b) requires that a Federally regulated AMC must report to the State or States in
which it operates the information required to be submitted by the State pursuant to the Appraisal
Subcommittee's policies, including: (i) Policies regarding the determination of the AMC National
Registry fee; and (i) the information listed in § 34.215.

Section 34.215 provides that an AMC may not be registered by a State or included on the AMC
National Registry if such company is owned, ditectly or indirectly, by any person who has had an
appraiser license or certificate refused, denied, cancelled, surrendered in lieu of revocation, or
revoked in any State. Each person that owns more than 10 percent of an appraisal management
company shall submit to a background investigation carried out by the State appraiser certifying and
licensing agency. While section 34.215 does not authorize States to conduct background
investigations of Federally regulated AMCs, it would allow a State to do so if the Federally regulated
AMC chooses to register voluntarily with the State.

AMC Recordkeeping Requirements

Section 34.212(b) provides that an appraiser in an AMC's network or panel is deemed to temain on
the network or panel until: (i) The AMC sends a written notice to the appraiser removing the
appraiser with an explanation; or (ii) receives a written notice from the appraiser asking to be
removed or a notice of the death or incapacity of the appraiser. The AMC would retain these

notices in its files.
Burden Estimates

Tota! Number of Respondents: 500 AMCs, 50 States.

Burean: The Bureau is not seeking OMB approval for the information collection requirements already
accounted for by the other agencies' information collection requests submitted to OMB in

association with this rule.

FDIC Burden Total: 1,545 houts.

FHEA Burden Total: 617 hours.
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OCC Burden Totalr 1,545 hours.
Board Burden Total: 1,545 hours.
Total Burden: 5,252 hours.

The Agencies have a continuing interest in the public opinion of our collections of information.
Comments regarding the questions set forth below may be sent to the OMB desk officer for the
Agencies by mail to U.S. Office of Management and Budget, Office of Information and Regulatory

Affairs, Washington, DC 20503, or by the Internet to ofra submission@omb.eop.gov, with copies

to the Agencies at the addresses listed in the ADDRESSES section of this SUPPLEMENTARY
INFORMATION.

a. Whether the information collection is necessary for the proper performance of the Agencies'

functions, and how the instructions can be clarified so that information gathered has more practical

utility;

b. The accuracy of the Agencies' estimates of the burdens of the information collection, including

the validity of the methodology and assumptions used;
¢. Ways to enhance the quality, utility, and clarity of the information to be collected;

d. Ways to minimize the burden of the information collection on respondents, including through the

use of automated collection techniques or other forms of information technology; and

e. Estimates of capital or startup costs and costs of opetation, maintenance, and purchase of services

to provide information.

Regulatory Flexibility Act

OCC: The Regulatory Flexibility Act (RFA), 5 U.S.C, 601 e seq., generally requires that, in

connection with a notice of proposed rulemaking, an agency prepare and make available for public

comment an initial regulatory flexibility analysis that describes the impact of a proposed rule on
small entities. However, the regulatory flexibility analysis otherwise required under the RFA is not
required if an agency certifies that the rule will not have a significant economic impact on a
substantial number of small entities (defined in regulations promulgated by the Small Business
Administration to include banking organizations with total assets of less than ot equal to §500
million) and publishes its certification and a brief explanatory statement in the Federal Register

together with the rule.

The OCC currently supetvises 1,745 banks (1,139 commercial banks, 66 trust companies, 492 federal
savings associations, and 48 branches or agencies of foreign banks). Approximately 1,195 of OCC-

supervised banks are small entities based on the Small Business Administration's (SBA's) definition
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of small entities for RFA purposes. The OCC classifies the economic impact of total costs on a
bank as significant if the total costs in a single year are greater than 5 percent of total salaries and

benefits, or greater than 2.5 percent of total non-interest expense.

As discussed in the SUPPLEMENTARY INFORMATION above, section 1473 of the Dodd-Frank
Act requires the Agencies to jointly prescribe regulations to implement the minimum requirements
for State registration and supervision of AMCs. The proposal meets this obligation by requiring
States that elect to register and supervise AMCs to impose certain requirements on AMCs. The
proposal also requires participating States to have certain basic supervisory authorities, such as the
ability to investigate complaints against AMCs, and take disciplinary action with respect to AMCs

that violate applicable laws,

The OCC believes the proposed rule will not have a significant economic impact on a substantial
number of small entitics for several reasons. First, the proposed rule imposes requirements primarily
on States, not on national banks or Federal savings associations. Second, to the extent that the
proposal imposes burden on national banks or Federal savings associations that own and control an
AMC, there are only two such AMCs, and these are owned by large national banks. For these
reasons, the QCC estimates that the average cost per small bank or Federal savings association will
be zero. Therefore, the OCC certifies that the proposed rule would not have a significant economic
impact on a substantial number of small entities. Accordingly, an initial regulatory flexibility analysis

is not required.

Board: The REFA requires an agency to provide and make available for public comment an initial
regulatory flexibility analysis that describes the impact of a proposed rule on small entities. A
regulatory flexibility analysis is not required, if the agency certifies that the rule will not have a
significant economic impact on a substantial number of small entities (defined in regulations of the
Small Business Administration to include banking organizations with total assets of less than or
equal to $500 million or $35.5 million or less in annual revenues for the majority of nonbank
entities that are likely to be subject to the proposed regulations) and publishes its certification and a
short explanatory statement in the Federal Register together with the rule. 14 Based on its analysis,
and for the reasons stated below, the Board believes that the final rule will not have a significant

cconomic impact on a substantial number of small entities.

The proposed AMC rule applies to States that establish licensing and certifying authorities to
regulate AMCs. In the Board's regulatory flexibility analysis for this rule, the Board determined that
approximately 32 entities subject to Board regulation and supervision would be subject to the
requirements of the rule. Data currently available to the Board are not sufficient to estimate how
many of the approximately 32 entities subject to Board tegulation and supervision would be
classified as “small entities.” In addition, the number of these 32 entities that will be subject to State

regulation and supervision is currently unknown since one or more of the entities may have a
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network or panel of contract appraisers that is too small to satisfy a threshold requirement of the

proposed AMC rule and therefore may be exempt from registration.

The proposed AMC rule does not impose directly any significant new recordkeeping, reporting, or
compliance requirements on small entities. The proposed AMC rule tequires those States electing to
establish licensing and certifying authorities for AMCs to tmpose certain requitements on AMCs
registered in the State. Generally, the RFA requires an agency to perform a regulatory flexibility
analysis of small entity impacts only when the agency's rule directly regulates the small entities. The

tmpact of the proposed rule on small entities is indirect.

In addition, while certain minimum requirements are imposed on participating States by the language
of section 1473 of the Dodd-Frank Act, each State may establish additional requirements in addition
to those required by section 1473. Furthermore, an entity with a network or panel of appraisers that
does not meet the numerical test specified in section 1473 may roluntarily register with a participating
state and the ASC, thus incurring some nominal expenses in establishing and maintaining the
required registration information and meeting the minimum operational requirements. Because of
these uncertainties, calculation of the impact of the proposed rule on an affected institution or entity
1s uncertain, although the number of Board-supervised institutions or entities subject to the rule is

expected to be less than 32.

Based on its analysis, and for the reasons stated above, the Board believes that the ptoposed rule, if
adopted in final form, will not have a significant economic impact on a substantial number of small

entities. The Board is publishing an initial regulatory flexibility analysis and, if necessary, will conduct
a final regulatory flexibility analysis after consideration of comments received during the public

comment petiod.
The Board requests public comment on all aspects of this analysis.

FDIC: The RFA generally requires that, in connection with a notice of proposed rulemaking, an
agency prepare and make available for public comment an initial regulatory flexibility analysis that
describes the impact of a proposed rule on small entities.142-A regulatory flexibility analysis is not
required, however, if the agency certifies that the rule will not have a significant economic impact on
a substantial number of small entities (defined in regulations promulgated by the Small Business
Administration to include banking organizations with total assets of less than or equal to $500
million) and publishes its certification and a short, explanatory statement in the Federal Register
together with the rule. As of September 30, 2013, there were apptroximately 3,632 small FDIC-
supervised institutions, which include 3,324 State nonmember banks and 308 State-chartered savings

institutions.

The FDIC analyzed the organizational structutre information in the Board of Governors of the
Federal Reserve System's National Information Center database. This analysis found that few FDIC-

supervised institutions owned or controlled an entity that provides the types of appraisal
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management services specified in Section 1473. Of these institutions, none oversees a network or
panel of appraisers that meets the numerical test requirement specified in Section 1473 for an entity
to be an AMC. Therefore, the proposed rule would not have any impact on any FDIC-supervised
institations. If any FDIC-supervised institution that owns or controls an entity with a network or
panel of appraisers that does not meet the numerical test specified in Section 1473 ro/untarily decides
to register that entity with the States, then the institution may incur some nominal expenses in
establishing and maintaining a process for providing the required registration information and

meeting the minimum operational requirements.

It is the opinion of the FDIC that the proposed rule will not have a significant economic impact on
2 substantial number of small entities that it regulates in light of the fact that no FDIC-supervised
institutions own or control an entity with a network or panel of appraisers that meets the numerical
test requirement specified in Section 1473 for an entity to be an AMC. Accordingly, the FDIC
certifies that the proposed rule would not, if promulgated, have a significant economic impact on a

substantial number of small entities. Thus, an initial regulatory flexibility analysis is not required.

The FDIC seeks comment on whether the proposed rule, if adopted in final form, would impose
undue burdens, or have unintended consequences for, small FDIC-supervised instirutions and
whether there are ways such potential burdens ot consequences could be minimized in a mannet
consistent with section 1473(f) of the Dodd-Frank Act. '

Burean: The Regulatory Flexibility Act (RFA) generally requires an agency to conduct an initial
regulatory flexibility analysis (IRFA) and a final tegulatory flexibility analysis (FRFA) of any rule
subject to notice-and-comment rulemaking requitements, unless the agency certifies that the rule will
not have a significant economic impact on a substantial number of small entities. H8-The Bureau

also is subject to certain additional procedures under the RFA involving the convening of a panel to

consult with small business representatives priot to proposing a rule for which an IRFA is required.
{491

An IRFA is not requited for this proposed rule because the proposal, if adopted, would not have a

significant economic impact on a substantial number of small entities.

The Bureau notes that the proposed rule would not impose requirements on AMCs, but instead
_seeks to encoutage States to adopt minimum requirements in their regulation of AMCs. Nonetheless,
to inform the rulemaking and to inform the public, the Bureau has exercised its discretion to analyze
economic impacts that may be imposed by States on AMCs if the proposed rule were adopted.m
For this purpose, the Bureau assumed States that have not yet passed an AMC licensing and
registration law (14 States, as of July 2013; this number is expected to decrease by the time the
Agencies adopt a final rule) would all elect to pass such a law and establish an AMC licensing and

supervision program that satisfies the standards of the proposed rule. This assumption is taken to
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establish an outer bound. Because the proposed rule does not tequire States to adopt the minimum

requirements in the proposed rule, however, it is possible that not all 14 States would do so. 12U

State registration fees would constitute the primary economic impact of the proposed rule. In
estimating the impact of the proposed rule in the 14 States that have not yet passed an AMC
licensing and registration law as of July 2013, the Bureau notes that State fees vary widely. Such
State registration and renewal fees are not necessatily for the sole purpose of recovering costs of
administering the minimum requirements under the proposed rule. States can impose charges for a
variety of reasons, including to raise revenue (independent of the cost of the tegistration regime) or
to fund the administration of a regime that exceeds the minimum requirements under the proposed
rule. The Bureau believes that the fee charged by Vermont—$125 for registration and $250 for
annual renewal—would be sufficient to comply with the proposed rule.B2-The Bureau therefore
considered this fee in estimating the economic impact of the proposed rule in the 14 States that do
not yet have AMC registration requirements. As discussed below, however, the Bureau also
considered more conservative estimates of the impact of the proposed rule using significantly higher

fee amounts.

With respect to the Federal registration fee, the Bureau notes that the proposed rule neither requires
collection of registration fees by the Appraisal Subcommittee (ASC) nor authorizes the collection of
such fees. The Dodd-Frank Act grants that authority exclusively to the ASC.MTherefore, the
Bureau does not consider any fees imposed on AMCs by the ASC (whether directly or through the
States for forwarding to the ASC) as an impact of the proposed rule.

An additional requirement in the proposed rule is that the State AMC licensing programs have
authority and mechanisms to examine books and records of the AMGCs, to otherwise obtain
information from the AMCs, and to discipline AMCs. The Bureau believes that existing State
registration fees generally already account for the cost to the States of having such authority and
mechanisms, and that the requirement in the proposed rule therefore would not lead to higher
tegistration fees in any significant amount.—[ﬁLAccordingly, in the 14 States that would adopt new
registration and renewal systems, the Bureau believes the registration fee currently charged in

Vermont would cover the State's cost associated with implementing this requirement.

The Bureau notes that the proposed rule is not prescriptive as to how or when the States must
exercise the authority or mechanisms. Exercise of such authority and mechanisms is determined by
the discretion of the States, subject to monitoring by the ASC for effectiveness in the judgment or
discretion of the ASC. Accordingly, to the extent that State exercise of such authority and
mechanisms leads to burden on small entities, such burden would be attributable to such State
implementation and/or ASC oversight expectations rather than to the proposed rule itself.
Therefore, State statutes that implement this requirement relating to establishing examination

authority and mechanisms are not expected to cause fee increases or new burden above the §125

overall baseline assumed for purposes of this analysis 33
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Similarly, the Bureau believes that other minimum requirements for AMCs under the proposed rule
(verifying the use of licensed or certified status of appraisets, requiring that appraisers comply with
USPAP, complying with any contractual review provisions, and establishing and complying with

processes to ensure appraisers are qualified and independent and that the AMC acts in compliance
with applicable appraisal independence regulations), as well as the standard for removing appraisers

from the appraiser panel, would not result in new burden on AMCs because these standards merely

reinforce existing compliance requirements as well as industry practice. ®%-The Bureau further notes
that States have discretion to interpret the requirements to establish processes and controls to ensure
compliance, subject to monitoring by the ASC for effectiveness in the judgment or discretion of the
ASC. Accordingly, to the extent that State interpretations of such requirements leads to burden on
small entities, such burden would be artributable to such State implementation and/or ASC oversight

expectations rather than to the proposed rule itself.

Just as these conduct standards would not impose a significant burden on AMCs required to register
at the State level, the Bureau does not believe they would impose significant burdens on Federally
regulated AMCs either. See Interagency Appraisal and Evaluation Guidelines, 75 FR 77450 (Dec. 10,
2010) (Interagency Guidelines). The Interagency Guidelines, part VI, already require Federal financial
institutions to select appraisers who are certified or licensed, qualified, in compliance with USPAP,
and independent. 75 FR at 77458. AMCs that are affiliated with Federal financial institutions
frequently perform appraisals for their affiliates, Therefore, it can be assumed that in delegating
these functions to AMCs, these Federal financial institutions also delegate these requirements from

part VI of the Interagency Guidelines to these AMCs.

To esumate the impact of the proposed rule on small AMCs, the Bureau conducted a survey. The
Bureau called nine AMCs, picked randomly from a list of approximately 500 AMCs provided by
industry trade associations. The AMCs were asked for certain basic data including the number of
States in which they operate, their revenue (including the revenue from any non-appraisal business),
and the number of appraisals that they performed in 2012.82%-The Bureau estimated the revenue to
be the number of appraisals performed in 2012 multiplied by $350—the average appraisal cost
assumed in the Agencies' analysis under section 1022 of the Dodd-Frank Act in the 2013
Interagency Appraisals Rule. This revenue estimate is likely to be underestimated, given that several
AMCs out of nine reported additional revenue that was not due to the residential appraisal business.
Out of the nine AMCs, seven had revenues of less than $7,000,000 in 2012, and thus would be

within the scope of the RFA analysis based upon Small Business Administration guidelines. *&-The
Bureau computed the cost of registration and renewal fees in States that do not already have them,

allocated these costs to individual AMCs based upon the number of States in which the AMC

operated, ¥*hand computed the ratio of these allocated costs to the AMCs' revenues.

The Bureau acknowledges that requiting AMCs to send letters to the appraisers that the AMC

decides to remove from its panel might add burden in States that do not already have registration
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requirements (which typically include notice provisions). The Bureau does not possess any evidence
on the number of appraisers to whom an AMC would have to send these letters. According to the
Bureau of Labor and Statistics’ October 2013 preliminary numbers (available at
hutp://www.bls. gov/news, telease/folts t11.hrm), 1.9 percent of the labor force in the real estate
and rental and leasing industry was either laid off or discharged in the most recent month. Thus, the
Bureau estimates that an AMC will dismiss approximately a quarter of appraisers from its panel in
any given year. The Bureau assumes that each AMC will have several standardized letters explaining
the reason for dismissal: For example, changing economic conditions or the appratset's violation of
USPAP or work petformance issues. Each AMC might incur a minimal one-time cost to draft these
letters, with some industry associations potentially providing templates. After this minimal one-time
cost ts incutred, the ongoing cost would include a minimal adjustment of the letter based on the
appraiser's particular circumstances and the actual printing and mailing cost. These letters also could
be sent in batches, periodically, such as on an annual basis. Thus, for the purposes of this analysis,
the Bureau implicitly accounts for these costs in the sensitivity analyses below (which use a State fee
to $5,250 and include a $300 administrative expense). The Bureau requests comments on availability

of data on these costs.

The Bureau then fit the received ratios using three different distributions: normal, generalized
extreme value, and logistic. The three different distributions were used because no g priori
assumptions regarding how these ratios are distributed can be made. The three distributions
mentioned above are commonly used by empirical researchers to fit observed values. Considering
the costs imposed by the States as a result of the proposed rule, the Bureau believes that less than 1

percent of the small entities would experience a cost of over 1 percent of their revenue, using either

the normal, or the logistic, or the generalized extreme value distributions. 2 The Bureau also notes
that because the sample did not include any AMCs that were either too small (for example, less than
15 appraisers in one State) or that were subsidiaries of Federally regulated financial institutions, these

estimates are likely overstated.

The Bureau seeks comment on the data used in its analysis as well as the methodology for
estimating burden described in this analysis, including data from States that have existing registration
and renewal regimes on whether the proposed minimum requitements would lead them to change
their laws and impose any new fees (which this analysis assumes would not occur). In addition, as
noted in the section-by-section analysis above, the Agencies are secking comment on the proposed
approach of not imposing minimum requirements for appraisal reviews or defining appraisal review
and verification activities. The Bureau seeks data on the types of review and verification services
provided by AMCs, and in particular, AMCs that meet the definition of small entities, as well as the
frequency with which each type of practice is performed. Further, the Bureau seeks data on the
potential impact of any minimum review requirements or review and verification definitions—such
as requirements ot definitions that would be set at a level above administrative checks for
grammatical errors or other technical or computerized quality checks that are not performed by

licensed appraisers.
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Certification

Accordingly, the Bureau Director, by signing below, certifies that this proposal, if adopted, would

not have a significant economic impact on a substantial number of small entities,

FHEA: The Regulatory Flexibility Act (5 U.S.C. 601 es feq.) tequires an agency to analyze a
proposed regulation's impact on small entities if the final rule is expected to have a significant

economic impact on a substantial number of small entities. 5 U,S.C. 605(b). The proposed rule

implements Section 1124 of the Financial Institutions Reform, Recovery, and Enforcement Act and
establishes minimum requirements to be imposed by a participating State appraiser certifying and
licensing agency on AMCs doing business in the State. FHFA has considered the impact of this
regulation and determined that it is not likely to have a significant economic impact on a substantial
number of small entities because States and FHFA's tegulated entities—Fannie Mae, Freddie Mac,
and the Federal Home Loan Banks—are not small entities for putposes of the Regulatory Flexibility

Act. See 5 U.8.C. 601(6).

NCUA: The Regulatory Flexibility Act (RFA)¥-requires NCUA to provide an initial regulatory
flexibility analysis with a proposed rule to certify that the rule will not have a significant economic

impact on a substantial number of small entities and publish its certification and a short explanatory

statement in the Federal Register also with the proposed rule188-As explained above, the
requitements of this proposed rule would only apply directly to AMC subsidiaties owned and
controlled by an insured depository institution, or an insured credit union, and regulated by a Federal
financial institutions regulatory agency. NCUA, unlike the other banking agencies to this rulemaking,
does not directly oversee or regulate any subsidiaties owned and controlled by credit unions,
including AMC subsidiaries. Rather, NCUA's regulations permit Federal credit unions to invest in or
lend only to credit union service organizations (CUSOs) that conform to specific requirements
outlined in part 712 of the NCUA's regulations. Because NCUA does not directly regulate or
oversee CUSOs owned by State or federally chartered credit unions, NCUA is not proposing
regulatory text or proposing any requirements through this rulemaking that would directly affect
small entities. Accordingly, the NCUA Board certifies the proposed rule will not have a significant

economic impact on a substantial number of small entities.

Unfunded Mandates Reform Act of 1995 Determination

OCC: The OCC has analyzed the proposed rule under the factors in the Unfunded Mandates
Reform Act of 1995 (UMRA) (2 U.S.C, 1532). Under this analysis, the OCC considered whether the
proposed rule includes a Federal mandate that may result in the expenditure by State, local, and
tribal governments, in the aggregate, or by the private sector, of $100 million or more in any one
year (adjusted annually for inflation). For the following reasons, the OCC finds that the proposal
does not trigger the $100 million UMRA threshold. First, the mandates in the proposed rule apply

LR e T



Federal Register | Minimum Requirements for Appraisal Management Companies Page 32 of 73

only to those States that choose to establish an AMC registration system. Second, the costs
specifically related to requirements set forth in law are excluded from expenditures under the
UMRA. Given that the proposed rule reflects requirements that arise from section 1473, the UMRA
cost estimate for the proposal, if implemented, is zero. For this reason, and for the other reasons
cited above, the OCC has determined that this proposed rule will not result in expenditures by State,
local, and tribal governments, or the private sector, of $100 million or more in any one year.

Accordingly, this proposal is not subject to section 202 of the Unfunded Mandates Act.

List of Subjects

12 CFR Part 34

* Appraisal

* Appraiser

* Banks

* Banking

*» Consumer protection
* Credit

* Mortgages

* National banks

* Reporting and recordkeeping requirements
+ Savings associations
* Truth in lending

12 CFR Part 208

* Accounting

* Agriculture
¢ Banks

* Banking

* Confidential business information
* Consumer protection

* Crime

* Currency
+ Insurance

* Investments

* Mortgages
* Reporting and recordkeeping requirements

* Securities
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only to those States that choose to establish an AMC registration system. Sccond, the costs
specifically related to requirements set forth in law are excluded from expenditures under the
UMRA. Given that the proposed rule reflects requirements that arise from section 1473, the UMRA
cost estimate for the proposal, if implemented, is zero. For this reason, and fot the other reasons
cited above, the OCC has determined that this proposed rule will not result in expenditures by State,
local, and tribal governments, ot the private sector, of $100 million or more in any one year.

Accordingly, this proposal is not subject to section 202 of the Unfunded Mandates Act.

List of Subjects

12 CFR Part 34

* Appraisal

* Appraiser

¢ Banks

* Banking

* Consumer protection
» Credit

* Mortgages

* National banks

* Reporting and recordkeeping requirements
* Savings associations
¢ Truth in lending

12 CFR Part 208

* Accounting

» Agriculture
* Banks

* Banking

+ Confidential business information

» Consumer protection

* Crime

» Currency

* Insurance

* Investments

* Motrtgages

* Reporting and recordkeeping requitements
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12 CFR Part 225

*

L)

Administrative practice and proceduse
Banks

Banking

Federal Reserve System

Holding companies

Repotting and recordkeeping requirements
Securities

12 CFR Part 323

Banks
banking
Mortgages

Reporting and recordkeeping requirements
Savings associations

12 CFR Part 1026

Advertising
Appraisal

Appraiser

Banks

Banking

Consumer protection
Credit

Credit unions
Mortgages

National banks
Reporting and recordkeeping requitements
Savings associations
Truth in lending

12 CFR Part 1222

Appraisals

Government sponsored €ﬂl’€1’P1‘iS cs

Mortgages
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Department of the Treasury

Office of the Comptroller of the Currency

Authority and Issuance

For the reasons set forth in the preamble, the OCC proposes to amend 12 CFR part 34 as follows:

begin regulatory text

PART 34—REAL ESTATE LENDING AND
APPRAISALS

1.The authority citation for part 34 is revised to read as follows:

Authority:

12 U.S.C. 1 ¢t seq., 25b, 29, 93a, 371, 1463, 1465, 1701}-3, 1828(0), 3331 e seq., 5101 ef seq., and
5412(b)(2)(B) and 15 U.S.C. 1639h.

2.Subpart H to part 34 is added to read as follows:

end regulatory text

Subpart H—Appraisal Management Company
Minimum Requirements

begin regulatory text

* Sec.

+ 34,210 Authority, purpose, and scope.

+ 34.211 Definitions.

+ 34.212 Apprajser panel.

« 34,213 Appraisal management company te istration.

+ 34.214 Requirements for Federally regulated apprajsal management com anies,

+ 34,215 Registration limitations.

« 34.216 Information to be presented to the Appraisal ubcommittee by participatin

States.
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§ 34.210 Authority, purpose, and scope.

(a) ~luthority. This subpart is issued by the Office of the Comptroller of the Currency under 12
U.S.C. 932 and Title XI of the Financial Institutions Reform, Recovery, and Enforcement Act
(FIRREA), as amended by the Dodd-Frank Wall Street Reform and Consumer Protection Act (the
Dodd-Frank Act) (Pub. L. 111-203, 124 Stat. 1376 (2010)), 12 U.S.C. 3331 e seq.

(b) Purpose. The purpose of this subpart is to implement sections 1109, 1117, 1121, and 1124 of
FIRREA Title XI, 12 U,S,C. 3338, 3346, 3350, and 33533.

(c) Scope. This subpart applies to States and to appraisal management companies (AMCs) providing
appraisal management services in connection with consumer credit transactions secured by a

consumer's principal dwelling or securitizations of those transactions.

(d) Rule of construction. Nothing in this subpart should be construed to prevent a State from
establishing requirements in addition to those in this subpart. In addition, nothing in this subpart

should be construed to alter guidance in, and applicability of, the Interagency Appraisal and

Evaluation Guidelines* or other relevant agency guidance that cautions banks, bank holding
companies, Federal savings associations, state savings associations, and credit unions, as applicable,
that each such entity is accountable for oversceing the activities of third party service providers and
ensuring that any services provided by a third party comply with applicable laws, regulations, and
supervisory guidance applicable directly to the financial institution.

§ 34.211 Definitions.

For purposes of this subpart:
(2) Affiliate has the meaning provided in 12 U.S.C. 1841.

(b) AMC National Registry means the registry of State-registered appraisal management companies
(AMCs) and Federally regulated AMCs maintained by the Appraisal Subcommittee.

() (1) Appraisal management company (AMC) means a person that:

(i) Provides appraisal management setvices to creditors or to secondary mortgage market

patticipants, including affiliates;

(ii) Provides such services in connection with valuing a consumer's principal dwelling as security for

a consumer credit transaction or incorporating such transactions into secutitizations; and
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(itiy Within a given year, oversees an appraiser panel of more than 15 State-certified or State-licensed
appraisers in a State or 25 ot more State-certified or State-licensed appraisers in two or more States,
as described in § 34.212;

(2) An AMC does not include a department or division of an entity that provides appraisal

management services only to that entity.

(d) Appraisal management services means one or more of the following:

(1) Recruiting, selecting, and retaining appraisers;

(2) Contracting with State-certifted or State-licensed appraisers to perform appraisal assignments;

(3) Managing the process of having an appraisal performed, including providing administrative
services such as receiving appraisal orders and appraisal reports, submitting completed appraisal
reportts to cteditots and secondary market participants, collecting fees from creditors and secondary

market participants for services provided, and paying appraisers for services performed; and
(4) Reviewing and verifying the work of appraisers.

(€) Appraiser panel means a network or panel of licensed or certified appraisers who are independent

contractors to the AMC.

(f) Appraisal Subcommittee means the Appraisal Subcommittee of the Federal Financial Institutions

Examination Council.

(g) Consumer credit has the meaning provided in 12 CFR 1026.2(a)(12).

(h) Covered transaction means any consumer credit transaction secured by the consumer's principal

dwelling.

(i) Creditor has the meaning provided in 12 CFR 1026.2(a}(17).

() Federally regnlated AMC means an AMC that is owned and controlled by an insured depository
institution, as defined in 12 1J,8.C. 1813, or an insured credit union, as defined in 12 U,S.C, 1752,
and that is regulated by the Office of the Comptroller of the Currency, the Board of Governors of

the Federal Reserve System, the National Credit Union Administration, or the Federal Deposit

Insurance Corporation.

(k) Federally related transaction regnlations means regulations established by the Office of the Comptroller
of the Currency, the Board of Governors of the Federal Reserve System, the Federal Deposit
Insurance Corporation, or the National Credit Union Administration, pursuant to sections 1112,
1113, and 1114 of FIRREA Title XI, 12 U.S.C. 3341-3343.
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(1) Person has the meaning in 12 CER 1026.2(a)(22).

(m) Principal dwelling means a residential structure that contains one to four units, whether or not that
structure is attached to real property, that is also a consumet's primary residence. The term includes
an individual condominium unit, cooperative unit, mobile home, and trailer, if it is used as a
residence. A vacation or other second home is not 2 principal dwelling. A consumer can have only
one principal dwelling at a time. However, if 2 consumer buys or builds a new dwelling that will
become the consumer's principal dwelling within a year or upon the completion of construction, the

new dwelling is considered the principal dwelling,

(n) Secondary morigage market participant means a guarantor or insurer of mortgage-backed securities, or
an underwriter or issuer of mortgage-backed securities. Secondary mortgage market patticipant only

includes an individual investor in a mortgage-backed security if that investor also serves in the

capacity of a guarantor, insurer, underwtiter, or issuer for the mortgage-backed security.

(0) Stales mean the 50 States and the District of Columbia and the territories of Guam, Mariana
Islands, Puerto Rico, and the U.S. Virgin Islands.

() Uniform Standards of Professional Appraisal Practice (USPAP) means the appraisal standards
promulgated by the Appraisal Standards Board of the Appraisal Foundation,

§ 34.212 Appraiser panel.

For purposes of determining whether, within a given year, an AMC oversees an appraiser panel of
more than 15 State-certified or State-licensed appraisers in a State or 25 or more State-certified or
State-licensed appraisers in two or more States under § 34.211(c)(1)(iiD)—

(a) An appraiser is deemed part of the AMC's appraiser panel as of the carliest date on which the
AMC:

(1) Affirms eligibility or acceptance of the appraiser for the AMC's consideration for future appraisal

assignments; or

(2) Engages the appraiser to perform one or more appraisals on behalf of a creditor or secondary

mortgage market principal.

(b) An appraiser who is deemed part of the AMC's appraiser panel pursuant to paragraph (a) of this
section is deemed to remain on the panel until the date on which the AMC:

(1) Sends written notice to the appraiser removing the appraiser from the appraiser panel, with an

explanation of its action; or
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(2) Receives written notice from the appraiser asking to be removed from the appraiser panel or

notice of the death or incapacity of the appraiser.

(c) If an appraiser is removed from an AMC's appraiser panel pursuant to paragraph (b) of this
section, but the AMC subsequently re-admits or engages the appraiser at any time during the twelve
months after the AMC's removal, the removal will be deemed not to have occurred, and the

appraiser will be deemed to have been part of the AMC's appraiser panel without interruption.

{(d) The annual period for purposes of counting appraisers on an AMC's appraiser panel may be the
calendar year or a 12-month period established by law or rule of each State with which the AMC is

required to register.

§ 34.213 Appraisal management company registration.

Each State electing to register AMCs pursuant to paragraph (b)(1) of this section must:

(a) Establish and maintain within the State appraiser certifying and licensing agency a licensing
program that is subject to the limitations set forth in § 34.215 and with the legal authority and

mechanisms to:
(1) Review and approve or deny an AMC's application for initial registration;
(2) Review and renew or review and deny an AMC's registration periodically;

(3) Examine the books and records of an AMC operating in the State and require the AMC to

submit reports, information, and documents;

(4) Verify that the appraisers on the AMC's appraiser list, network, panel, or roster hold valid State

certifications or licenses, as applicable;

(5) Conduct investigations of AMCs to assess potential violations of applicable appraisal-related laws,

regulations, or orders;

(6) Discipline, suspend, terminate, or deny renewal of the registration of an AMC that violates

applicable appraisal-related laws, regulations, or orders; and

(7) Report an AMC's violation of applicable appraisal-related laws, regulations, or orders, as well as
disciplinary and enforcement actions and other relevant information about an AMC's operations, to

the Appraisal Subcommittee.

(b) Impose requirements on AMCs that are not owned and controlled by an insured depository
institution or by an insured credit union and not regulated by a Federal financial institutions

regulatory agency to:
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(1) Register with and be subject to supervision by the State apprariser certifying and licensing agency;

(2) Use only State-certified or State-licensed appraisers for Federally related transactions in

conformity with any Federally related transaction regulations;

(3) Establish and comply with processes and controls reasonably designed to ensure that the AMC,
in engaging an appraiser, selects an appraiser who is independent of the transaction and who has the
requisite education, expertise, and experience nccessary to competently complete the appraisal

assignment for the particular market and property type;
(#) Direct the appraiser to petform the assignment in accordance with USPAP; and

(5) Establish and comply with processes and controls reasonably designed to ensure that the AMC
conducts its appraisal management services in accordance with the requitements of section 129E(a)-
(i) of the Truth in Lending Act, 15 U.S.C. 1639¢(2)-(i), and regulations thereunder.

§ 34.214 Requirements for Federally regulated appraisal
management companies.

(a) Requirements in providing services. To provide appraisal management services for a creditor or
secondary mortgage market participant relating to a covered transaction, a Federally regulated AMC
must comply with the requirements in §§ 34.213(b)(2) through (5).

(b) Reporting information for the AMC National Registry. A Federally regulated AMC must:

(1) Report to the State or States in which it operates the information required to be submitted by

the State pursuant to the Appraisal Subcommittee's policies regarding:

(i) The determination of the AMC National Registry fee, including but not necessarily limited to 2
statement that the AMC is a Federally regulated AMC; and

(i) The collection of information related to the limitations set forth in § 34.215, as applicable.

(2) Contact the Appraisal Subcommittee for alternative arrangements to submit the information
described in paragraph (b)(1) of this section if a State in which a Federally regulated AMC operates
has not established a process for accepting the information from Federally regulated AMCs.

§ 34.215 Registration limitations.

(a) Appraiser cerfification or licensing of owners. An AMC shall not be registered by a State or included on

the AMC National Registry if such AMC, in whole or in part, directly or indirectly, is owned by any
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person who has had an appraiser license or certificate refused, denied, cancelled, surrendered in lieu

of revocation, or revoked in any State.

(b) Good moral character of owners. An AMC shall not be registered by a State if any person that owns
more than 10 percent of the AMC—

(1) Is determined by the State appraiser certifying and licensing agency not to have good moral

character; ot
(2) Fails to submit to a background investigation carried out by the State appraiser certifying and

licensing agency.

§ 34.216 Information to be presented to the Appraisal
Subcommittee by participating States.

Each State electing to register AMCs for purposes of permitting AMCs to provide appraisal
management setvices relating to covered transactions in the State must submit to the Appraisal
Subcommittee the information required to be submitted by Appraisal Subcommittee regulations or
guidance concerning AMCs that operate in the State.

Board of Governors of the Federal Reserve System

For the reasons set forth in the preamble, the Board proposes to amend 12_CFR parts 208 and 225,

as follows:

PART 208—MEMBERSHIP OF STATE BANKING
INSTITUTIONS IN THE FEDERAL RESERVE SYSTEM
(REGULATION H)

3. The authority citation for part 208 is revised to read as follows:

Authority:

12 U.8.C. 24, 36, 92a, 93a, 248(a), 248(c), 321-338a, 371d, 461, 481-486, 601, 611, 1814, 1816, 1818,
1820(d)(9), 1833()), 1828(0), 1831, 18310, 1831p-1, 1831r-1, 1831w, 1831x, 18352, 1882, 2901-2907,
3105, 3310, 3331-3351, 3353, and 3905-3909; 156 U.S.C. 78b, 78I(b), 781(i), 780-4(c)(5), 78q, 78q-1,
78w, 1681s, 1681w, 6801 and 6805; 31 U.S.C, 5318; 42 U.S.C. 4012a, 4104b, 4106, and 4128.

4.Revise the heading of subpart E to read as follows:
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end regulatory text

Subpart E—Real Estate Lending, Appraisal
Standards, and Minimum Requirements for Appraisal
Management Companies

begin regulatory text

5.Section 208.50 is revised to read as follows:

§ 208.50 Authority, purpose, and scope.

(a) Aunthority. Subpart E of Regulation H (12 CFR part 208, subpart E) is issued by the Board of
Governors of the Federal Reserve System under section 304 of the Federal Deposit Insurance
Corporation Improvement Act of 1991, (12 U.S.C 1828(0)), Title XI of the Financial Institutions
Reform, Recovery, and Enforcement Act, (12 U.S.C 3331-3351), and section 1473 of the Dodd-
Frank Wall Street Reform and Consumer Protection Act, (12_U.S.C. 3353).

(b) Purpose and scope. This subpart E prescribes standards for real estate lending to be used by
member banks in adopting internal real estate lending policies. The standards applicable to appraisals
rendered in connection with federally related transactions entered into by member banks and the
minimum requirements for Appraisal Management Companies are set forth in 12 CER part 225,
subparts G and M respectively (Regulation Y).

PART 225—BANK HOLDING COMPANIES AND
CHANGE IN BANK CONTROL (REGULATION Y)

6.The authority citation for part 225 is revised to read as follows:

Authority:

12 U.S.C. 1844(b), 3106 and 3108, 1817()(13), 1818(b), 18311, 1972, 3310, 3331-3351 and 3353 and
the International Lending Supervision Act of 1983 (98, title IX). The BHC Act is codified at 12
U.S.C. 1841, ¢ seq.

7.Subpart M is added to part 225 to read as follows:

end regulatory text
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Subpart M—Minimum Requirements for Appraisal
Management Companies

begin regulatory text

* Sec.

225.190 Authority, purpose, and scope,

225.191 Definitions.

225,192 Appraiser panel,

» 225,193 Appraisal management company registration.

+ 225194 Requirements for Federally regulated appraisal management companies.

+ 225,195 Registration limitations.

+ 225,196 Information_to be presented to the Appraisal Subcommittee by participating

States.

L

§ 225.190 Authority, purpose, and scope.

(a) AAntherity. This subpart is issued by the Board of Governors of the Federal Reserve System (the
Board) under title XI of the Financial Institutions Reform, Recovery, and Enforcement Act of 1989
(FIRREA) (Pub. L. No. 101-73, 103 Stat. 183 (1989)), 12 U.S.C. 3310, 3331-3351, section 1473 of
the Dodd-Frank Wall Street Reform and Consumer Protection Act, 12 U.S.C. 3353, and section 5(b)
of the Bank Holding Company Act, 12 U.S.C. 1844(b).

(b) Purpose and scope. (1) The purpose of this subpart is to implement sections 1109, 1117, 1121, and
1124 of FIRREA Title XI, 12 U.S.C. 3338, 3346, 3350, and 3353.

Title XI provides protection fot federal financial and public policy interests in real estate related
transactions by requiring real estate appraisals used in connectton with federally related transactions
to be performed in writing, in accordance with uniform standards, by appraisers whose competency
has been demonstrated and whose professional conduct will be subject to effective supervision. This
subpart implements the requirements of title XI as amended by the Dodd-Frank Wall Street Reform
and Consumer Protection Act and applies to all federally related transactions entered into by the
Boatrd or by institutions regulated by the Board and applies to States and to appraisal management
companies (AMCs) performing appraisal management services in connection with consumer credit

transactions secured by a consumer's principal dwelling ot securitizations of those transactions.
(2) This subpart:

(i) Identifies which real estate related financial transactions require the services of an appraiser.
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(i) Prescribes which categories of federally related transactions shall be appraised by a State certified

appraiser and which by a State licensed appratser;

(iii) Prescribes minimum srandards for the performance of real estate appraisals in connection with

federal related transactions under the jurisdiction of the Board;

(iv) Prescribes minimum requitements to be applied by participating States in the registration and

supervision of appraisal management companies (AMCs); and

(v} Prescribes minimum requirements to be applied by participating States to report cettain
information concerning appraisal management companies registered with the States to a national

registry of appraisal management companies.

(c) Rule of construction. Nothing in this subpart should be construed to prevent a State from
establishing requirements in addition to those in this subpart. In addition, nothing in this subpart

should be construed to alter guidance in, and applicability of, the Interagency Appraisal and

Evaluation Guidelines' or other relevant agency guidance that cautions banks and bank holding
companies, that each organization is accountable for overseeing the activities of third party service
providers and ensuring that any services provided by a third party comply with applicable laws,

regulations, and supervisory guidance applicable directly to the creditor.

§ 225.191 Definitions.

For purposes of this subpart:
(a) Affiliate has the meaning provided in 12 U.S.C, 1841

(b) AMC National Registry means the registry of State-registered appraisal management companies
(AMCs) and Federally regulated AMCs maintained by the Appraisal Subcommittee.

(c) Appraisal Foundation means the Appraisal Foundation established on November 30, 1987, as a not

-for-profit corporation under the laws of Illinois.
(1) Appraisal management company (AMC) means a person that:

(i) Provides appraisal management services to creditors or to secondary mortgage market

participants, including affiliates;

(ii) Provides such services in connection with valuing a consumer's principal dwelling as security for

a consumer credit transaction or incorporating such transactions into securitizations; and
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(ili) Within a given yeat, oversees an appraiser panel of more than 15 State-certified or State-licensed
apptaisers in a State or 25 or more State-certified or State-licensed appraisers in two or more States,
as described in § 225.192;

(2) An AMC does not include a department ot division of an entity that provides appraisal

management services only to that entity.

(¢) Appraisal managemen! services means one or more of the following:

(1) Recruiting, selecting, and retaining appraisers;

(2) Contracting with State-certified or State-licensed appraisers to perform appraisal assignments;

(3) Managing the process of having an appraisal petformed, including providing administrative
services such as receiving appraisal orders and appraisal reportts, submitting completed appraisal
reportts to creditors and secondary market participants, collecting fees from creditors and secondary

market participants for services provided, and paying appraisers for services performed; and
(4) Reviewing and verifying the work of appraisers.

(f) Appraiser pane/ means a network or panel of licensed or certified appraisers who are independent

contractors to the AMC.
(8) Consumer credit has the meaning provided in 12 CFR 1026.2(a)(12}).

(b} Covered transaction means any consumer credit transaction secured by the consumer's principal

dwelling.
(i) Creditor has the meaning provided in 12 CFR 1026.2(a)(17).

() Federally regulated AMC means an AMC that is owned and controlled by an insured depository
institution, as defined in 12 U.S,C, 1813, or an insured credit union, as defined in 12 U.S.C, 1752,
and regulated by the Office of the Comptroller of the Currency, the Board of Governots of the
Federal Reserve System, the Federal Deposit Insurance Corporation or the National Credit Union

Administration.

(k) Federally related transaction regulations means regulations established by the Office of the Comptroller
of the Currency, the Board of Governors of the Federal Reserve System, the Federal Deposit
Insurance Corporation, or the National Credit Union Administration, pursuant to sections 1112,
1113, and 1114 of FIRREA Title XI, 12 U.S.C. 3341-3343.

() Persor has the meaning in 12 CFR 1026.2(a)(22).
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(m) Principal dwelling means a residential structure that contains one to four units, whether or not that
structure is attached to real property, that is also a consumer's primary residence. The term includes
an individual condominium unit, cooperative unit, mobile home, and trailer, if it is used as a
residence. A vacation or other second home is not a principal dwelling. A consumer can have only
one principal dwelling at a time. However, if a consumer buys or builds a2 new dwelling that will
become the consumer's principal dwelling within a year ot upon the completion of construction, the

new dwelling is considered the principal dwelling.

(n) Secondary morigage market participanf means a guarantor or insurer of mortgage-backed securities, or
an underwriter or issuer of mortgage-backed securities. Secondary mortgage market participant only
includes an individual investor in a mortgage-backed security if that investor also serves in the

capacity of a guarantor, insurer, underwriter, or issuer for the mortgage-backed security.

(o) States mean the 50 States and the District of Columbia and the territories of Guam, Mariana
Islands, Puerto Rico, and the U.S. Virgin Islands.

(p) Uniform Standards of Professional Appratsal Practice (USPAP) means the appraisal standards
promulgated by the Appraisal Standards Board of the Appraisal Foundation.

§ 225.192 Appraiser panel.

For purposes of determining whether, within a given year, an AMC oversces an appraiser panel of
more than 15 State-certified or State-licensed appraisers in a State or 25 or more State-certified or

State-licensed appraisers in two or more States under § 225.191(d)(1) (it))—

(a) An appraiser is deemed part of the AMC's appraiser panel as of the earliest date on which the
AMC:

(1) Affirms eligibility or acceptance of the appraiser for the AMC's consideration for future appraisal

assignments; or

(2) Engages the appraiser to perform one or more appraisals on behalf of a creditor or secondary

mortgage market principal.

(b) An appraiser who is deemed part of the AMC's appraiser panel pursuant to paragraph (a) of this

section is deemed to remain on the panel until the date on which the AMC:

(1) Sends written notice to the appraiser removing the appraiser from the appraiser panel, with an

explanation of its action; or

(2) Receives written notice from the appraiser asking to be removed from the appraiser panel or

notice of the death or incapacity of the appraiser.
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(c) If an appraiser is removed from an AMC's appraiser panel pursuant to paragraph (b) of this
section, but the AMC subsequently re-admits or engages the appraiser at any time during the twelve
months after the AMC's removal, the removal will be deemed not to have occurred, and the

appraiser will be deemed to have been part of the AMC's appraiser panel without interruption.

(d) The annual period for purposes of counting appraisers on an AMC's appraiser panel may be the
calendar year or a 12-month period established by law or rule of each State with which the AMC is

required to register.

§ 225.193 Appraisal management company registration.

Each State clecting to register AMCs pursuant to paragraph (b)(1) of this section must:

(1) Establish and maintain within the State appraiser certifying and licensing agency a licensing
program that is subject to the limitations set forth in § 225.195 and with the legal authority and

mechanisms to:
(1) Review and approve or deny an AMC's application for initial registration;
(2) Review and renew or review and deny an AMC's registration periodically;

(3) Examine the books and records of an AMC operating in the State and require the AMC to

submit reports, information, and documents;

(4) Verify that the appraisers on the AMC's appraiser list, network, panel, or roster hold valid State

certifications or licenses, as applicable;

(5) Conduct investigations of AMCs to assess potential violations of applicable appraisal-related laws,

regulations, or orders;

(0} Discipline, suspend, terminate, or deny renewal of the registration of an AMC that violates

applicable appraisal-related laws, regulations, ot orders; and

(7) Report an AMC's violation of applicable appraisal-related laws, regulations, or otders, as well as
disciplinary and enforcement actions and other relevant information about an AMC's operations, to

the Appraisal Subcommittee.

(b} Impose requirements on AMCs that are not owned and controlled by an insured depository
institution, an insured credit union, and not regulated by a Federal financial institutions regulatory

agency to:

(1) Register with and be subject to supervision by the State appraiser certifying and licensing agency;
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(2) Use only State-certified or State-licensed appraisers for Federally related transactions in

conformity with any Federally related transaction regulations;

(3) Establish and comply with processes and controls reasonably designed to ensure that the AMC,
in engaging an appraiser, selects an appraiser who is independent of the transaction and who has the
requisite education, expertise, and experience necessaty to competently complete the appraisal

assignment for the particular market and property type;
(4) Direct the appraiser to perform the assignment in accordance with USPAP; and

(3) Establish and comply with processes and controls reasonably designed to ensure that the AMC

conducts its appraisal management services in accordance with the requirements of section 129E (a)-

(i) of the Truth in Lending Act, 15 U.8.C, 1639¢(a)-(i), and regulations thereunder.

§ 225.194 Requirements for Federally regulated appraisal
management companies.

(a) Reguirements in providing services. To provide appraisal management services for a creditor or
secondary mortgage market participant relating to a covered transaction, a Federally regulated AMC
must comply with the requirements in §§ 225.193(b)(2) through (5).

(b) Reporting information for the AMC National Registry. A Federally regulated AMC must:

(1) Report to the State or States in which it operates the information required to be submitted by

the State pursuant to the Appraisal Subcommittee's policies regarding:

(1} The determination of the AMC National Registry fee, including but not necessarily limited to a
statement that the AMC is a Federally regulated AMC; and

(11) The collection of information related to the limitations set forth in § 225.195.

(2) Contact the Appraisal Subcommittee for alternative arrangements to submit the information
described in paragraph (b)(1} of this section if a State in which a Federally regulated AMC operates
has not established a process for accepting the information from Federally regulated AMCs.

§ 225.195 Registration limitations.

(a) Appraiser certification or licensing of owners. An AMC shall not be registered by a State or included on
the AMC National Registry if such AMC, in whole or in part, directly ot indirectly, is owned by any
person who has had an appraiser license or certificate refused, denied, cancelled, sutrendered in lieu

of revocation, or revoked in any State.
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(b) Good moral character of owners. An AMC shall not be registered by a State if any person that owns
more than 10 percent of the AMC—

(1) Is determined by the State appraiser certifying and licensing agency not to have good moral

character; ot

(2) Fails to submit to a background investigation carried out by the State appraiser certifying and

licensing agency.

§ 225.196 Information to be presented to the Appraisal
Subcommittee by participating States.

Each State electing to register AMCs for purposes of permitting AMCs to provide appraisal
management services relating to covered transactions in the State must submit to the Appraisal
Subcommittee the information required to be submitted by Appraisal Subcommittee regulations or

guidance concerning AMCs that operate in the State.

Federal Deposit Insurance Corporation

Authority and Issuance

For the reasons set forth in the preamble, the FDIC proposes to amend 12 CFR parts 323 and 390

as follows:

PART 323—APPRAISALS

8.Revise the authority citation for part 323 to read as follows:

Authority:

12 U.S.C. 1818, 1819 [“Seventh” and “Tenth”] and 3331 e# seq.

9.Add a heading for new subpart A to read as follows:

end regulatory text
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Subpart A—Appraisals Generally

§§ 323.1 through 323.7— [Designated as subpart A]

begin regulatory text

10.Designate §§ 323.1 through 323.7 under new subpart A.

§§ 323.1, 323.3, 323.4, and 323.5— [Amended]

11.Amend Sections 323.1, 323.3, 323.4, and 323.5 by removing “part” and adding “subpart™ in its

place in each instance in which it appears.
12.Add subpart B ro part 323 to read as follows:

end regulatory text

Subpart B—Appraisal Management Company
Minimum Requirements

begin regulatory text

¢ Sec.

323.210 Authority, purpose, and scope.

323,211 Definitions.

323.212 Appraiser panel,

» 323.213 Appraisal management company registration,

+ 323.214 Requirements _for Federally regulated appraisal management companies.
+ 323.215 Registration limitations,

« 323.216 Information to be presented to_the Appraisal Subcommittee by participating
States.

§ 323.210 Authority, purpose, and scope.

(a) Awuthority. This subpart is issued under 12 U,8.C. 1818, 1819 [“Seventh” and “Tenth”] and Title
XI of the Financial Institutions Reform, Recovery, and Enforcement Act (FIRREA), as amended by
the Dodd-Frank Wall Street Reform and Consumer Protection Act (the Dodd-Frank Act) (Pub. L.
111-203, 124 Stat. 1376 (2010)), 12 U.S.C. 3331 ¢ seq.
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(b) Purpose. The purpose of this subpart is to implement sections 1109, 1117, 1121, and 1124 of
FIRREA Title XI, 12 U.S.C. 3338, 3346, 3350, and 3353.

(c} Svope. This subpart applies to States and to appraisal management companies (AMCs) providing
appraisal management services in connection with consumer credit transactions secured by a

consumet's principal dwelling or securitizations of those transactions.

() Rule of construction. Nothing in this subpart should be construed to prevent a State from
establishing requirements in addition to those in this subpart. In addition, nothing in this subpart
should be construed to alter guidance in, and applicability of, the Interagency Appraisal and
Evaluation Guidelines' or other relevant agency guidance that cautions banks, bank holding
companies, Federal savings associations, state savings association, and credit unions, as applicable,
that each such entity is accountable for overseeing the activities of third party service providers and
ensuring that any services provided by a third party comply with applicable laws, regulations, and

supervisory guidance applicable directly to the financial institution.

§ 323.211 Definitions.

For purposes of this subpart:

(a) AAffiliate has the meaning provided in 12 U.S.C. 1841

(D) AMC National Registry means the registry of State-registered appraisal management companies
(AMCs) and Federally regulated AMCs maintained by the Appraisal Subcommittee.

(c)(1) Appraisal management company (AMC) means a person that:

(1) Provides appraisal management services to creditors or to secondary mortgage market

participants, including affiliates;

(if) Provides such services in connection with valuing a consumer's principal dwelling as security for

a consumer credit transaction or incorporating such transactions into securitizations; and

(iif) Within a given year, oversees an appraiser panel of more than 15 State-certified or State-licensed
appraisers in a State or 25 or more State-certified or State-licensed appraisers in two or more States,
as described in § 323.212;

(2) An AMC does not include a department or division of an entity that provides appraisal

management services only to that entity.
(d) Appraisal management services means one ot mote of the following:

(1) Recruiting, selecting, and retaining appraisers;
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(2) Contracting with State-certified or State-licensed appraisers to perform appraisal assignments;

(3) Managing the process of having an appraisal performed, including providing administrative
services such as receiving appraisal orders and appraisal reports, submitting completed appraisal
reports to creditors and secondary market participants, collecting fees from creditors and secondary

market participants for services provided, and paying appraisers for services performed; and
(4) Reviewing and verifying the work of appraisers.

(e) AAppraiser panel means a network or panel of licensed or certified appraisers who are independent

contractors to the AMC,

() Appraisal Subcommittee means the Appraisal Subcommittee of the Federal Financial Institutions

Examination Council.

(g) Consumer credit has the meaning provided in 12 CFR 1026.2(a)(12).

(h) Corered transaction means any consumer credit transaction secured by the consumet's principal

dwelling.
(i) Creditor has the meaning provided in 12 CFR 1026.2(2){17).

() Federally regnlated AMC means an AMC that is owned and controlled by an insured depository
institution, as defined in 12 U.S.C, 1813, or an insured credit union, as defined in 12 U.S.C. 1752,
and that is regulated by the Office of the Comptroller of the Currency, the Board of Governors of
the Federal Reserve System, the National Credit Union Administration, or the Federal Deposit

Insurance Corporation.

(k) Federally related transaction regulations means regulations established by the Office of the Comptroller
of the Currency, the Board of Governors of the Federal Reserve System, the Federal Deposit
Insurance Corporation, or the National Credit Union Administration, pursuant to sections 1112,

1113, and 1114 of FIRREA Title XI, 12 U,S.C, 3341-3343.
() Person has the meaning in 12 CFR 1026.2(2)(22).

(m) Principal dwelling means a residential structure that contains one to four units, whether or not that
structure is attached to real property, that is also a consumer's primary residence. The term includes
an individual condominium unit, cooperative unit, mobile home, and trailer, if it is used as a
residence. A vacation or other second home is not a principal dwelling. A consumer can have only
one principal dwelling at a time. However, if 2 consumer buys or builds a new dwelling that will
become the consumer's principal dwelling within a yeat or upon the completion of construction, the

new dwelling is considered the principal dwelling.
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(n) Secondary mortgage markel participan! means a guarantor or insurer of mortgage-backed securities, or
an underwriter or issuer of mortgage-backed securities. Secondary mortgage market participant only
includes an individual investor in a2 mortgage-backed security if that investor also serves in the

capacity of a guarantor, insurer, underwriter, or issuer for the mortgage-backed security.

(0) Siates mean the 50 States and the District of Columbia and the territories of Guam, Mariana

Islands, Puerto Rico, and the U.S. Virgin Islands.

(p) Uniform Standards of Professional Appraisal Practice (USPAP) means the appraisal standards
promulgated by the Appraisal Standards Board of the Appraisal Foundation.

§ 323.212 Appraiser panel.

For putposes of determining whether, within a given year, an AMC oversees an appraiser panel of
more than 15 State-certified or State-licensed appraisers in a State or 25 or more State-certified or

State-licensed appraisers in two or more States under § 323.211(c)(1)(iit)—

(a) An appraiser is deemed part of the AMC's appraiser panel as of the earliest date on which the
AMC:

(1) Affirms eligibility or acceptance of the appraiser for the AMC's consideration for future appraisal

assignments; or

(2) Engages the appraiser to perform one or more appraisals on behalf of a creditor or secondary

mortgage market principal.

(b) An appraiser who is deemed part of the AMC's appraiser panel pursuant to paragraph (a} of this

section is deemed to remain on the panel until the date on which the AMC:

(1) Sends written notice to the appraiser removing the appraiser from the appraiser panel, with an

explanation of its action; or

(2) Recetves written notice from the appraiser asking to be removed from the appraiser panel or

notice of the death or incapacity of the appraiser.

(c) If an appraiser is removed from an AMC's appraiser panel pursuant to paragraph (b) of this
section, but the AMC subsequently re-admits or engages the appraiser at any time during the twelve
months after the AMC's removal, the removal will be deemed not to have occurred, and the

appraiser will be deemed to have been part of the AMC's appraiser panel without interruption.

(d) The annual period for purposes of counting appraisers on an AMC's appraiser panel may be the
calendar year or 2 12-month period established by law or rule of each State with which the AMC is

required to register.
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§ 323.213 Appraisal management company registration.

Each State electing to register AMCs pursuant to paragraph (b)(1) of this section must:

(a) Establish and maintain within the State appraiser certifying and licensing agency a licensing
program that is subject to the limitations set forth in § 323.215 and with the legal authority and

mechanisms to:
(1) Review and approve or deny an AMC's application for initial registration;
(2) Review and renew or review and deny an AMC's registration periodically;

(3) Examine the books and records of an AMC operating in the State and require the AMC to

submit reports, information, and documents;

(4) Verify that the appraisers on the AMC's appraiser list, network, panel, or roster hold valid State

certifications or licenses, as applicable;

(5) Conduct investigations of AMCs to assess potential violations of applicable appraisal-related laws,

regulations, or orders;

(6) Discipline, suspend, terminate, or deny renewal of the registration of an AMC that violates

applicable appraisal-related laws, regulations, or orders; and

(7) Report an AMC's violation of applicable appraisal-related laws, regulations, ot orders, as well as
disciplinary and enforcement actions and other relevant information about an AMC's operations, to

the Appraisal Subcommittee.

(b) Impose requirements on AMCs that are not owned and controlled by an insured depository
institution or an insured credit union and not regulated by a Federal financial institution regulatory

agency to:
) Regisfer with and be subject to supervision by the State appraiser certifying and licensing agency;

(2) Use only State-certified or State-licensed appraisers for Federally regulated transactions in

conformity with any Federally related transaction regulations;

(3) Establish and comply with processes and controls reasonably designed to ensure that the AMC,
in engaging an appraiser, selects an appraiser who is independent of the transaction and who has the
requisite education, expertise, and expetience necessary to competently complete the appraisal

assignment for the particular market and property type;

(#) Direct the appraiser to perform the assignment in accordance with USPAP; and
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(5) Establish and comply with processes and controls reasonably designed to ensure that the AMC
conducts its appraisal management services in accordance with the requirements of section 129E(a)-

(i) of the Truth in Lending Act, 15 U.S.C. 1639¢(a)-(i), and regulations thereunder.

§ 323.214 Requirements for Federally regulated appraisal
management companies.
(a) Reguirements in providing services. To provide appraisal management services for a creditor or

secondaty mortgage market participant relating to a covered transaction, a Federally regulated AMC

must comply with the requirements in §§ 323.213(b)(2) through (5).
(b)Y Reporting information for the AMC National Registry. A Federally regulated AMC must:

(1) Report to the State or States in which it operates the information required to be submitted by

the State pursuant to the Appraisal Subcommittee's policies regarding:
p PP P g g

(i) The determination of the AMC National Registty fee, including but not necessarily limited to a
statement that the AMC is a Federally regulated AMC; and

(ii) The collection of information related to the limitations set forth in § 323.215, as applicable.

(2) Contact the Appraisal Subcommittee for alternative arrangements to submit the information
described in paragraph (b)(1) of this section if a State in which a Federally regulated AMC operates
has not established a process for accepting the information from Federally regulated AMCs.

§ 323.215 Registration limitations.

(a) Appraiser certification or licensing of owners. An AMC shall not be registered by a State or included on
the AMC National Registry if such AMC, in whole or in part, directly or indirectly, is owned by any
person who has had an appraiser license or certificate refused, dented, cancelled, surrendered in lieu

of revocation, or revoked in any State.

(b)Y Good moral character of owners. An AMC shall not be registered by a State if any person that owns
morte than 10 percent of the AMC—

(1) Ts determined by the State appraiser certifying and licensing agency not to have good moral

chatacter; or

(2) Fails to submit to a background investigation carried out by the State appraiser certifying and

licensing agency.
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§ 323.216 Information to be presentéd to the Appraisal
Subcommittee by participating States.

Each State electing to register AMCs for purposes of permitting AMCs to provide appraisal
management services relating to covered transactions in the State must submit to the Appraisal
Subcommittee the information required to be submitted by Appraisal Subcommittee regulations ot

guidance concerning AMCs that operate in the State.

PART 390—REGULATIONS TRANSFERRED FROM
THE OFFICE OF THRIFT SUPERVISION

13.The authority citation for part 390 continues to read as follows:

Authority:

12 U.S.C, 1819.

Subpart A also issued under 12 U,S.C, 1820.

Subpart B also issued under 12 U,8.C, 1818.

Subpart C also issued under 5 U.S.C, 504; 554-557; 12 U.S.C. 1464; 1467, 1468; 1817; 1818; 1820;
1829; 3349, 4717; 15 U.S.C. 78 % 780-5; 78u-2; 28 U.8.C. 2461 note; 31 U.S.C, 5321; 42 U.S.C.
4012a.

Subpart D also issued under 12 U.S.C, 1817; 1818; 1820; 15 U.S.C. 78 /

Subpart E also issued under 12 U.S.C. 1813; 1831m; 15 U.S.C. 78.

Subpart F also issued under 5 U.8.C, 552; 559; 12 U.S.C. 2901 ¢# seq.

Subpart G also issued under 12 U,5.C. 2810 e# seq., 2901 ef seq.; 15 U.S.C. 1691; 42 U.S.C, 1981,
1982, 3601-3619.

Subpart I also issued under 12 U.S.C. 1831x.

Subpart J also issued under 12 U.S.C. 1831p-1.

Subpart K also issued under 12 _U.S.C. 1817; 1818; 15 U.S.C. 78c; 78L

Subpart L also issued under 12 U.S.C. 1831p-1.
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Subpart M also issued under 12 U.S8.C, 1818.

Subpart N also issued under 12 U.5.C. 1821

Subpart O also issued under 12 U,S.C. 1828

Subpart P also issued under 12 U.S.C. 1470; 1831e; 1831n; 1831p-1; 3339.
Subpart Q also issued under 12 U.S.C. 1462; 1462a; 1463; 1464.
Subpart R also issued under 12 U.S.C. 1463; 1464; 1831m; 1831n; 1831p-1.

Subpart S also issued under 12 U.S8.C. 1462; 1462a; 1463; 1464, 1468a; 1817; 1820; 1828; 1831e;
18310; 1831p-1; 1881-1884; 3207; 3339; 15 U.S.C. 78b; 78 4 78m; 78n; 78p; 78q; 78w; 31 U.S.C.
5318; 42 U.S.C. 4106.

Subpart T also issued under 12 UU.8.C, 1462a; 1463; 1464; 15 U.S.C. 78¢c; 78 /4 78m; 78n; 78w.

Subpart U also issued under 12 U.S.C. 1462a; 1463; 1464; 15 U.S.C, 78c; 78 / 78m; 78n; 78p; 78w,
78d-1; 7241; 7242; 7243; 7244; 7261; 7204; 7265.

Subpart V also issued under 12 U.S,C, 3201-3208.

Subpart W also issued under 12 U.S.C. 1462a; 1463; 1464; 15 U.S.C, 78¢c; 78 /4 78m; 78n; 78p; 78w.
Subpart Y also issued under 12 U.S.C. 1831o.

Subpart Z also issued under 12 U.S.C. 1462; 1462a; 1463; 1464; 1828 (note).

end regulatory text

Subpart X—[Removed and Reserved]

begin regulatory text

14.Remove and reserve subpart X consisting of §§ 390.440 through 390.447.

Bureau of Consumer Financial Protection

Authority and Issuance

end regulatory text

For the reasons stated above, the Bureau amends Regulation Z, 12 CFR part 1026, as follows:
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begin regulatory text

PART 1026—TRUTH IN LENDING (REGULATION Z)

14.The authority citation for part 1026 is revised to read as follows:

Authority:

12 U.S.C. 2601, 2603-2605, 2607, 2609, 2617, 3353, 5511, 5512, 5532, 5581; 15 U.S.C. 1601 ¢ seq.

end regulatory text

Subpart A—General

begin regulatory text

15.Section 1026.1 is amended by revising paragraph (a) to read as follows:

§ 1026.1 Authority, purpose, coverage, organization,
enforcement, and liability.

(a) Authority. This part, known as Regulation Z, is issued by the Bureau of Consumer Financial
Protection to implement the Federal Truth in Lending Act, which is contained in title I of the
Consumer Credit Protection Act, as amended (15 U.S.C. 1601 ¢/ se4.). This part also implements title
XII, section 1204 of the Competitive Equality Banking Act of 1987 (100, 101 Stat. 552).
Furthermore, this part implements certain provisions of the Real Estate Settlement Procedures Act

of 1974, as amended (12 U.S.C. 2601 ¢/ seq.). In addition, this part implements certain provisions of

the Financial Institutions Reform, Recovery, and Enforcement Act, as amended (12 U.S.C, 3331 &

seq.). The Bureau's information-collection requirements contained in this part have been approved by
the Office of Management and Budget under the provisions of 44 U.S.C. 3501 ¢/ seq. and have been
assigned OMB No. 3170-0015 (Truth in Lending).

* ok R Ok ok

end regulatory text

Subpart E—Special Rules for Certain Home Mortgage
Transactions

begin regulatory text
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16.Section 1026.42 is amended by adding paragraph (h), as follows:

§ 1026.42 Valuation independence.

* k & k¥

(h) The Bureau issued a joint rule to implement the appraisal management company minimum
requirements in the Financial Institutions Reform, Recovery, and Enforcement Act, as amended by
section 1473 of the Dodd-Frank Wall Street Reform and Consumer Protection Act. See 12 CFR

part 34.
Federal Housing Finance Agency

Authority and Issuance

For the reasons set forth in the Supplementary Information, FHFA proposes to amend 12 CFR patt
1222 as follows:

PART 1222—APPRAISALS

17.The authority citation for part 1222 is revised to read as follows:

Authority:

12 U.S.C. 4501 ef seq., 12 U.S.C, 4526 and 15 1J,S.C, 1639h.

18.Add subpart B to part 1222 to read as follows:

end regulatory text

Subpart B—Appraisal Management Company
Minimum Requirements

begin regulatory text

*+ Sec.

1222,20 Authority, purpose, and scope,
1222.21 Definitions,

1222.22 Appraiser panel.
1222.23 Appraisal management company registration,
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» 1222.24 Requirements for Federally regulated appraisal management companies.
+ 122225 Registration limitations,

* 1222.26 Information to be presented_to the Appraisal Subcommittee by participating
States.

§ 1222.20 Authority, purpose, and scope.

(a) Authority. 'This subpart is issued by the Federal Housing Finance Agency under 12 U.S.C. 4501 ¢
seq., 12 U.S.C. 4526, and Title XI of the Financial Institutions Reform, Recovery, and Enforcement
Act (FIRREA), as amended by the Dodd-Frank Wall Street Reform and Consumer Protection Act
(the Dodd-Frank Act) (Pub. L. 111-203, 124 Stat. 1376 (2010)), 12 U.S.C. 3331 ¢/ seq.

(b} Purpose. The purpose of this subpart is to implement sections 1109, 1117, 1121, and 1124 of
FIRREA Title XI, 12 U.S.C. 3338 3346, 3350, and 3353.

(c) Scope. This subpart applies to States and to appraisal management companies (AMCs) providing
appraisal management services in connection with consumer credit transactions secured by a

consumer's principal dwelling or secutitizations of those transactions.

(d) Ruke of construction. Nothing in this subpatt should be construed to prevent a State from
establishing requirements in addition to those in this subpart. In addition, nothing in this subpart

should be construed to alter guidance in, and applicability of, the Interagency Appraisal and

Evaluation Guidelines' or other relevant agency guidance that cautions banks, bank holding
companies, Federal savings associations, state savings associations, and ctedit unions, as applicable,
that each such entity is accountable for overseeing the activities of third party service providers and
ensuring that any services provided by a third party comply with applicable laws, regulations, and

supervisory guidance applicable directly to the financial institution.

§ 1222.21 Definitions.

For purposes of this subpart:

{a) Affiliate has the meaning provided in 12 U.S.C, 1841,

(b) AMC National Registry means the registry of State-registered appraisal management companies
(AMCs) and Federally regulated AMCs maintained by the Appraisal Subcommittee.

(1) Appraisal management company (AMC) means a person that:

() Provides appraisal management services to creditots or to secondary mortgage market

participants, including affiliates;
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(i) Provides such services in connection with valuing a consumer's principal dwelling as security for

a consumer credit transaction or incorporating such transactions into securitizations; and

(1) Within a given year, oversees an appraiser panel of more than 15 State-certified or State-licensed
appraisers in a State or 25 or more State-certified or State-licensed appraisers in two or more States,
as described in § 1222.22;

(2) An AMC does not include a department or division of an entity that provides appraisal

management services only to that entity.

(d) Appraisal management services means one or mote of the following:

(1) Recruiting, selecting, and retaining appraisers;

(2) Contracting with State-certified or State-licensed appraisers to perform appraisal assignments;

(3) Managing the process of having an appraisal petformed, including providing administrative
services such as receiving appraisal orders and appraisal reports, submitting completed appraisal
reports to creditors and secondary market participants, collecting fees from creditors and secondary

market participants for services provided, and paying appraisers for services performed; and
(4) Reviewing and verifying the wotk of appraisers.

(€) AAppraiser pane/ means a network or panel of licensed or certified appraisers who are independent

contractors to the AMC.

() Appraisal Subcommittee means the Appraisal Subcommittee of the Federal Financial Institutions

Examination Council.
(8) Consumer credit has the meaning provided in 12 CFR 1026.2(a)(12).

(h) Corvered iransaction means any consumer credit transaction secured by the consumer's principal

dwelling.
(t) Creditor has the meaning provided in 12 CFR 1026.2(a}(17).

() Lederally regulated AMC means an AMC that is owned and controlled by an insured depository
institution, as defined in 12 U.S,C, 1813, or an insured credit union, as defined in 12 U.S.C, 1752,
and that is regulated by the Office of the Comptroller of the Currency, the Board of Governors of

the Federal Reserve System, the National Credit Union Administration, or the Federal Deposit

Insurance Corporation.

(k) Federally related transaction regulations means regulations established by the Office of the Comptroller

of the Currency, the Board of Governors of the Federal Reserve System, the Federal Deposit
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Insurance Corporation, or the National Credit Union Administration, pursuant to sections 1112,

1113, and 1114 of FIRREA Title XI, 12 U.S.C. 3341-3343.

() Person has the meaning in 12 CFR 1026,2(2)(22).

() Principal dwelling means a residential structure that contains one to four units, whether or not that
structure is attached to real property, that is also a consumet's primary residence. The term includes
an individual condominium unit, cooperative unit, mobile home, and trailer, if it is used as a
residence. A vacation or other second home is not a principal dwelling. A consumer can have only
one principal dwelling at a time. However, if 2 consumer buys or builds a new diwelling that will
become the consumer's principal dwelling within a year or upon the completion of construction, the

new dwelling is considered the principal dwelling.

(n) Secondary mortgage market participant means a guarantor ot insuter of mortgage-backed securities, or
an underwriter or issuer of mortgage-backed securities. Secondary mortgage market participant only
includes an individual investor in a mortgage-backed security if that investor also serves in the

capacity of a guarantor, insurer, underwriter, or issuer for the mortgage-backed security.

(0) States mean the 50 States and the District of Columbia and the territories of Guam, Mariana
Islands, Puerto Rico, and the U.S. Vitgin Islands.

(p) Uniform Standards of Professional Appraisal Practice (USPAP) means the appraisal standards
promulgated by the Appraisal Standards Board of the Appraisal Foundation.

§ 1222.22 Appraiser panel.

For purposes of determining whether, within a given year, an AMC oversees an appraiser panel of
more than 15 State-certified or State-licensed appraisers in a State or 25 or more State-certified or

State-licensed appraisers in two or more States under § 1222.21(c)(1)(iil)—

{(a) An appraiser 15 deemed part of the AMC's appraiser panel as of the earliest date on which the
AMC:

(1) Affirms eligibility or acceptance of the appraiser for the AMC's consideration for future appraisal

assignments; or

(2) Engages the appraiser to perform one or more appraisals on behalf of a creditor or secondary

mortgage market principal.

(b) An appraiser who is deemed part of the AMC's appraiser panel pursuant to paragraph (a) of this
section is deemed to remain on the panel until the date on which the AMC:
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(1) Sends written notice to the appraiser removing the appraiser from the appraiser panel, with an

explanation of its action; or

(2) Receives written notice from the appraiser asking to be temoved from the appraiser panel or

notice of the death or incapacity of the appraiser.

(c) If an appraiser is removed from an AMC's appraiser panel pursuant to paragraph (b) of this
section, but the AMC subsequently re-admits or engages the appraiser at any time during the twelve
months after the AMC's removal, the removal will be deemed not to have occurred, and the

appraiser will be deemed to have been part of the AMC's appraiser panel without interruption.

(d) The annual period for purposes of counting appraisers on an AMC's appraiser panel may be the
calendar year or a 12-month period established by law or rule of each State with which the AMC is
required to register.

§ 1222.23 Appraisal management company registration.

Each State electing to register AMCs pursuant to paragraph (b)(1) of this section must:

(a) Establish and maintain within the State appraiser certifying and licensing agency a licensing
program that is subject to the limitations set forth in § 1222.25 and with the legal authority and

mechanisms to:
(1) Review and approve or deny an AMC's application for initial registration;
(2) Review and renew or review and deny an AMC's registration periodically;

(3) Examine the books and records of an AMC operating in the State and require the AMC to

submit reports, information, and documents;

(4) Verify that the appraisers on the AMC's appraiser list, network, panel, or roster hold valid State

certifications or licenses, as applicable;

(3) Conduct investigations of AMCs to assess potential violations of applicable appraisal-related laws,

regulations, or orders;

(6) Discipline, suspend, terminate, or deny renewal of the registration of an AMC that violates

applicable appraisal-related laws, regulations, or orders; and

(7) Repott an AMC's violation of applicable appraisal-related laws, regulations, or orders, as well as
disciplinary and enforcement actions and other relevant information about an AMC's operations, to

the Appraisal Subcommittee.
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(b) Impose requirements on AMCs that are not owned and controlled by an insured depository
institution or by an insured credit union and not regulated by a Federal financial institutions

regulatory agency to:
(1) Register with and be subject to supervision by the State appraiser certifying and licensing agency;

(2) Use only State-certified or State-licensed appraisers for Federally related transactions in

conformity with any Federally related transaction regulations;

(3) Establish and comply with processes and controls reasonably designed to ensure that the AMC,
in engaging an appraiser, selects an appraiser who is independent of the transaction and who has the
requisite education, expertise, and experience necessary to competently complete the appraisal

assignment for the particular market and property type;
(4) Direct the appraiser to perform the assignment in accordance with USPAP; and

(5) Establish and comply with processes and controls reasonably designed to ensure that the AMC
conducts its appraisal management services in accordance with the requirements of section 129E(a)-

() of the Truth in Lending Act, 15 U.S.C. 163%¢(a)-(i), and regulations thereunder.

§ 1222.24 Requirements for Federally regulated appraisal
management companies.

(a) Reguirements in providing services. T'o provide appraisal management services for a creditor or
secondary mortgage market participant relating to a covered transaction, a Federally regulated AMC
must comply with the requirements in §§ 1222.23(b)(2) through (5).

(b) Reporting information for the AMC National Registry. A Federally regulated AMC must:

(1) Repott to the State or States in which it operates the information requited to be submitted by

the State pursuant to the Appraisal Subcommittee's policies regarding:

(i} The determination of the AMC National Registry fee, including but not necessarily limited to a
statement that the AMC is a Federally regulated AMC; and

(ii) The collection of information related to the limitations set forth in § 1222.25, as applicable.

(2) Contact the Appraisal Subcommittee for alternative arrangements to submit the information
described in paragraph (b)(1) of this section if a State in which a Federally regulated AMC operates
has not established a process for accepting the information from Federally regulated AMCs.
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§ 1222.25 Registration limitations.

(a) ~lppraiser certification or licensing of owners. An AMC shall not be registered by a State or included on
the AMC National Registry if such AMC, in whole or in part, ditectly or indirectly, is owned by any
person who has had an appraiser license or certificate refused, denied, cancelled, surrendered in lieu

of revocation, or revoked in any State.

() Good moral character of owners. An AMC shall not be registered by a State if any person that owns

more than 10 percent of the AMC—

(1) Is determined by the State appraiser certifying and licensing agency not to have good moral

character; or

(2) Fails to submit to a background investigation cartied out by the State appraiser certifying and

licensing agency.

§ 1222.26 Information to be presented to the Appraisal
Subcommittee by participating States.

Each State electing to register AMCs for purposes of permitting AMCs to provide appraisal
management services relating to covered transactions in the State must submit to the Appraisal
Subcommittee the information required to be submitted by Appraisal Subcommittee regulations or

guidance concerning AMCs that operate in the State.

end regulatory text

Dated: March 20, 2014.

Thomas J. Curry,

Comptroller of the Currency.

Dated: March 19, 2014.

Robert deV. Frierson,

Secretary of the Board.

Dated at Washington, DC, this 19th day of March, 2014.
By order of the Board of Directors.

Federal Deposit Insurance Corporation.
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Robert E. Feldman,

Executive Secretary.

Dated: March 11, 2014,

Richard Cordray,

Director, Bureau of Consumer Financial Protection.
Dated: March 1, 2014.

Melvin L. Watt,

Director, Federal Housing Finance Agency.
In consultation with:

By the National Credit Union
Administration Board on March 20, 2014,
Geratd Poliquin,

Secretary of the Board.

Footnotes

1. Public Law 111-203, 124 Stat. 1376.

2. 101, 103 Stat. 183; 12 U.S.C. 3353.

Back to Context

3. The term “appraisal management company” is defined in more detail in section 1121 of Title XI
of FIRREA, 12 U.S.C. 3350(11), and in proposed § 34.211(c).

Back to Context

4. 12 U.S.C. 3346.

5. Hereafter, section references are to Title XI of FIRREA unless otherwise noted.

Back to Context

6. 12 U.S.C. 3332(2)(6); 3338(a)(3); 3353(e).
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Back to Context

7. Under FIRREA, a Federally related transaction is a real estate related financial transaction that
involves an institution regulated by the OCC, Board, FDIC, or NCUA and that requires the services
of an appraiser under the interagency appraisal rules. OCC: 12 CFR part 34, subpart C and 12 CFR

patt 164; Board: 12 CFR part 208, subpart E and 12 CFR part 225, subpart G; FDIC: 12 CFR
part 323; and NCUA: 12 CFR part 722.

Back to_ Context

8. See Board: 12 CFR 226.42; Bureau: 12_CFR 1026.42.

Back to Context
9. 12 U.S.C. 3353(b).

Back to Context

10. 12 U.S.C, 3353(f)(1). Under section 1124, this restriction will not apply to AMCs that are
subsidiaries owned and controlled by an insured depository institution or an insured credit union,
and regulated by a Federal financial institutions regulatory agency. Such AMCs are subject to all the

requirements of section 1124, with the exception of the requirement to register with a State.

Back to Context
11. 12 U.S.C, 3353(a).

Back to Context

12. The OTS was abolished on QOctober 19, 2011.

Back to Context

13. For case of reference, the preamble refets to section numbers in the proposed rule text for the

OCC.

Back to Context

14. The proposed rule incorporates the definition of “person” from Regulation Z, which defines a
petson as “a natural person or an organization, including a corporation, partnership, proprietorship,

association, cooperative, estate, trust, or government unit.” 12 CFR 1026.2(22).

Back to Context
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15. This understanding is based on the supervisory experience of the Agencies as well as outreach to
a major trade association for AMCs and a large AMC, which confirmed that, under the current
business model, AMCs do not generally provide services in connection with securitizations of

commercial mortgages.
Back to Context

16. 12 U.S.C, 3350(11).
Back to Context

17. The Agencies conducted outreach in 2013 with State appraiser certifying and licensing
agenciesthrough the Association of Appraisal Regulatory Officials (AARQ), see
http://www.aaro.net/.

Back to_Context

18. See, e.g, N.C. Gen. Stat. section 93E-2-2 (defining an appraiser panel as a network or panel of
appraisers who are independent contractors to the AMC); Vernon's Tex. Code Ann. Occupations
Code section 1104.003(b)(3) (same); Louisiana La. Rev. Stat. Ann section 37:3415.2(a) (same)}; see also
Ohio (draft code) (same).

Back to Contex

19. See, e.g., Cal. Bus. & Prof. Code section 11302 (defining AMC to include both independent
contractors and employees); Ark. Code Ann. section 17-14-402(2) (same); Ky. Rev, Stat. section
324A.150(2)(same).

Back to_Context

20. See, e.g., IRS Publication 1779, “Independent Contractor or Employee,” available at

http://www.irs. gov/pub/firs-pdf/p1779.pdf IRS Publication 15-A, “Employet's Supplemental Tax

Guide,” at p. 7 ef seq. (discussing factors for distinguishing employees from independent contractors),

available at Atep://www.irs.pov/pub/irs-pdf/pl5a. pdf

Back to Context

21. 12 CER _1008.23 (“Independent contractor means an individual who performs his or her duties other
than at the direction of and subject to the supervision and instruction of an individual . . ). The term
“independent contractor” is distinguished from “employee,” which is defined as an individual (1)
whose manner and means of performance of wotk are subject to the right of control of, or are
controlled by, a person, and (2) whose compensation for Federal income tax purposes is reported,

or required to be reported, on a W-2 form issued by the controlling person.).
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Back to Context

22. The S.A.F.E. Act was enacted as part of the Housing and Economic Recovery Act of 2008,
Public Law 110-289, Division A, Title V, sections 1501-1517, 122 Stat. 2654, 2810-2824 (July 30,

2008), codified at 12 U.S.C. 5101-5116.

Back to Contex

23. See, eg, U.S. House of Reps., Comm. on Fin. Servs., Report on H.R. 1728, Mortgage Reform and
Anti-Predatory Lending Act, No. 111-94, 75 (May 4, 2009) (noting that the AMC statutory provision
would authorize the ASC to oversee companies that retain or contract with appraisers and manage

the process of having an appraisal performed (appraisal management companies)).
Back to Contex

24. The Agencies note that participating States would have authority, under their general power to

regulate commerce within theit borders, and not in implementation of this rule, to regulate appraisal

tirms.
Back to Context
25. See 12 U.S.C, 3353(a)(3) and (4); contra 12 U.S.C. 3353(a}(2) and (£)(1).

Back to Contex
26. 12 U.8.C. 3353(a)(4).
Back to Context

27. See 15 U.S.C, 1639¢e(a) (defining scope); 12 CFR 1026.42(b)(1)-(2) (implementing regulations
defining scope).

Back to Context

28. The term “Federal financial institutions regulatory agencies” means the Board, the FDIC, the
OCC, the former OTS, and the NCUA. 12 U.S.C. 3350(6). Title III of the Dodd-Frank Act
provides that the OCC is now the Federal financial institutions regulatory agency for Federal savings
associations. Title 1II of the Dodd-Frank Act also provides that the FDIC is the Federal financial
institutions regulatory agency for state savings associations. Finally, the Dodd-Frank Act provides

that the Board is responsible for regulation of savings and loan holding companies.

Back to Context

29. 12 U.8.C. 3353(c).
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Back to Context

30. 12 CFR Part 712

Back to Context

31. 12 U.S.C. 3353(c).

Back to Context

32. See 75 ER 44656, 44659 (July 28, 2010) (Applying similar reasoning to the licensing of mortgage
loan originators who were employees of CUSOs under the Secure and Fair Enforcement for

Mortgage Licensing Act of 2008).
Back to Context

33. The Agencies recognize that States, in exercise of their general powers to license and regulate
commerce within their borders and not in implementation of this rule, may choose to adopt

registration provisions for AMCs that do not meet the size thresholds in the proposed rule,

Back to Context

34. The Agencies believe that section 1124 allows the Agencies to establish mote specific
requirements for supervision and registration of AMCs that implement the general requirements
enumerated in section 1124(a). In addition, by providing that the regulation shall “include™ the
requirements enumerated in section 1124, it is implied that the Agencies have the discretion to
establish additional supervisory standards for State oversight of AMCs beyond the general

requirements specifically enumerated in section 1124(a).

Back to Context

35. See 12 U,S,C. 3332(a)(1)(B) (requiring the ASC to monitor requirements established by the States
fot supervision of AMCs); 12 U.S.C. 3338(a) (requiring each participating State to transmit repotts
to the ASC on supervisoty activities involving AMCs and disciplinary actions taken); and 12 U.8,C

3347(a) (requiring the ASC to monitor States to assess whether a State has an effective regulatory

program).

Back to Context

36. Interagency Appraisal and Evaluation Guidelines, 75 FR 77450, 77458 (December 10, 2010).

Back to Context

37. See 12 CFR 226.42 (Board); 12 CFR 1026.42 (Bureau).
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Back to Contex

38. 12 CFR 34.45 and 164.5 (OCC); 12 CFR 225.65 (Board); 12 CFR 323.5 (FDIC).

Back to Context

39. See Interagency Appraisal and Evaluation Guidelines, 75 FR 77450, 77463 (December 10, 2010)

(discussing third party arrangements).
Back to Contex
40. Section 1110(3), 12 U.S.C. 3339(3).

Back to Context

41. However, nothing in the proposed rule would prohibit a Federally regulated AMC from
registering with a State if the State permitted it to do so.

Back to Context

42, See proposed § 34.214(a) and 15 U,S8.C, 1639%¢ (implemented at 12 CFR 1026.42) (implementing
section 129E of TILA).

Back to Context
43. 12 U,8.C, 3353(e).
Back to Context
44, 12 U.S.C, 3353(d).

Back to Context

45, 12 U.S.C. 3353(d).

Back to Context

46. U.S. Small Business Administration, Table of Small Business Size Standards Matched to Notth

American Industry Classification System Codes, available at

http:/Awww.sba.gov/sites/default/files /files/size table 07222013.pdf

Back to Context

47. See 5 U.S.C, 601 et seq.

Back to Context
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48. For purposes of assessing the impacts of the proposed rule on small entities, “small entities” is
defined in the RFA to include small businesses, small not-for-profit organizations, and small
government jurisdictions. 5 U.S.C. 601(6). A “small business” is determined by application of Small
Business Administration regulations and reference to the North American Industry Classification
System (NAICS) classifications and size standards. 5 U.8.C. 601(3). A “small organization” is any
“not-for-profit enterprise which is independently owned and operated and is not dominant in its

field.” 5 U.S.C, 601(4). A “small governmental jurisdiction” is the government of a city, county,

town, township, village, school district, or special district with a population of less than 50,000. &
U.S.C. 601(5).

Back to Context

49, S 09.
Back to ntext

50. The Bureau does not assume costs associated with the proposed rule's requirements to ensure
compliance with USPAP and other regulations because AMCs would be subject to these standards

even without their being referenced in the proposed rule.

Back to Context

51. A state could accept the conseéquences on AMCs' business in the state from not implementing
the proposed rule. FIRREA section 1124(f) provides that three years after the proposed rule takes
effect, AMCs cannot provide services related to Federally related transactions in a state that has not
implemented the proposed rule. However, the Bureau understands that only a minority of mortgage
transactions are “Federally related transactions” within the meaning of FIRREA. See, eg, 12 CFR
225.62(f) (transaction must “[r]equire the setvices of an appraiser” to be federally related). Bus see 7d.
at 225.63(a)(1),(9),(10) (exemptions from FIRREA appraisal requirements for transactions of
$250,000 or less, transactions insured by ot sold to a U.S. government agency, and transactions that
conform to GSE appraisal standards). However, the Bureau believes all states will choose to

participate.
Back to Context

52. As of the Bureau's 2013 review of State laws, the application fee in Vermont was $125. See
http://vtprofessionals.org/optl/real estate appraisers/AMC/AMC Application.pdf. The
application fee in Vermont is $125. The annual renewal fee is $250. See

htip: [ [ viprofessionals.org/ oprl [ real_estate_appraisers| AMC] Appraisal%20Management%20Company%o
20Renewal%o

202013.pdf.hetp: //vtprofessionals.org/oprl/real estate appraisers/AMC/Appraisal’;
20Management%20Company%20Renewal%202013.pdf. Tn addition, while some States may elect

to impose additional requirements relating to examination and inspection of their AMCs, the Bureau
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does not believe that the minimum requirements that states must provide would lead to significant
costs for AMCs.

Back to Context

53. See 12 U.S.C. 3338.

Back to Context

54. See, e.g., Vermont Statutes Title 26 section 3324 (requiring AMCs to “retain all records related to
an appraisal, review, or consulting assignment for no less than five years . .. [and w]ith reasonable
notice, a licensee or registrant shall produce any records governed by this section for inspection and

copying by the board or its authorized agent.”).
Back to Context

55. In addition, the Bureau does not believe that in States that add this requirement there will be
any significant new burden on the AMCs. The Bureau believes that the AMCs already keep their
books and records in order as a standard course of business practice, and thus the occasional State
examiner visits should not impose any significant burden. In addition, the proposed rule requires
only that the State have the authority and mechanism to request records and information. The
proposed rule does not require that the State exercise this authority and any burdensome exercise of
this authority would therefore not be caused by the proposed rule. Finally, to the extent State
supetvision programs do increase burden, the Bureau believes this burden would be within the

sensitivity tolerances described in the footnote at the end of this section.

Back to Context

56. These requirements also would not result in new burden on Federally regulated AMCs, for the
same reason. Federally regulated AMCs do not have to comply with state registration and renewal
requirements, which can entail fees. Conservatively, however, the Bureau applied the State fee
burden to all of the small AMCs in its calculation method described herein. As a result, the

estimated burden of State fees associated with the proposed rule may be overestimated.
Back to Context

57. One of the AMCs did not repott its revenue.

Back to Context

58. NAICS code 531320—Offices of Real Estate Appraisers—includes “appraisal services,” which
we believe would include services provided by AMCs in the processing and review of appraisals. An

alternative classification would be NAICS code 561110—Office Administrative Services. In any
event, this code also has an SBA threshold of $7,000,000.
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Back to Context

59. The Bureau assumed that an AMC that operated in x states needs to register in additional
(14/50)*x states. This assumption results in a (14/50)*x*$250 state registration and renewal fee

burden on an AMC operating in x states.

Back to Context

60. The Bureau notes that the percentage of small institutions for which the estimated burden of the
proposed rule would amount to over 3 petrcent of the revenue would remain under 1 percent even if
the Bureau had used the following alternative assumptions: (1) $5,250 as the assumed burden of the
proposed rule for states that adopt new registration regimes—the highest among the existing State
registration fees as of the Bureau's 2013 review of state laws (in Minnesota), and assumed this same
amount as the annual renewal fee (even though the Minnesota rencwal fee at the time of the review
was only $2,650); and (2) an additional annual labor cost of $300 for any possible associated burden

approximately 20 States on average, such that 6.26 of those States adopt new AMC licensing
programs) and any additional burden related to notices from small AMCs removing appraisers from
their panels in those states. The petcentages of institutions for which this cost would amount to
over 1 percent of the revenue changed, respectively, to 18 percent, 13 petcent, and 9 percent of the
small institutions affected, according to the normal, generalized extreme value, and logistic

distributions,

Back to Context

61. 5 U.S.C. 601 ¢ seq.

Back to Context

62. 78 FR 4032 (Jan. 18, 2013).

Back to Context

4. 75 FR 77450 (December 10, 2010).
1. 75 ER 77450 (December 10, 2010).
1. 75 FR 7745Q (December 10, 2010).
1. 75 FR 77450 (December 10, 2010).
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