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December 14, 1987

Mr. M. Danny Wall

Chairman

Federal Home Loan Bank Board
1700 G Street, N.W.
Washington, D.C. 20552

Dear Mr. Wall:

On October 2, the Federal Home Loan Bank Board withdrew its
proposed revisions on R41-C which it had put forth in May
of this year and replaced it with a new proposal that would
"instruct the management of each insured institution to
develop, implement, and maintain appraisal policies and
practices." Presumably, this capitulation on efforts to
improve appraisals was necessary to accomplish requirements
of the Competitive Equality Banking Act.

I was appalled that the Federal Home Loan Board stated the
new proposal "emphasizes the exercise of discretion by
management rather than the individual components of an
acceptable appraisal . . . and will foster both cost
efficiency in the appraisal process and competitive policy
with the banking industry."

The banking industry has no appraisal standards, and
pressure to reduce appraisal fees has driven the good
appraisal firms from the mortgage lending business.
Everywhere I go, appraisers complain of the unethical
pressures brought by borrowers and bankers to accommodate
loan requirements. Gresham's Law has driven quality real
estate research out of the market. Good appraisal requires
many hours of professional investigation, but good
appraisals are essential if we are to protect the integrity
of our financial institutions.
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To claim that flexible standards create cost efficiency is
black humor. "Flexible standards” and "cost efficiency”
are responsible for the loss of many billions of dollars by
the FSLDIC. Almost every fraud has had appraisal documents
from accommodating appraisers who were carefully selected
to be cheap and superficial. Appraisal professionals have
publicly argued for standard specifications for
institutional appraisals so that they understand their
assignment and so that costly amendments to the original
appraisal are not required when loans are subdivided among
different lenders with other requirements or are sold in
the secondary market. "Flexible standards" make no
administrative sense for FSLDIC and destroy the basis for
demonstrating malfeasance by the lender or the appraiser.
Of course that is exactly why lenders are pushing the Board
to abandon R41-C or similar regulations.

At the very least, the Federal Home Loan Bank Board should
require that appraisers be hired by work for the savings
and loan industry without borrower input to the selection
process. In addition, the loan officer should sign his
concurrence with the appraisal report conclusions and
indicate that he ha read the appraisal. Finally, the
appraisal report should include specific, objective market
research data to demonstrate effective demand for the
property.

Those of us who believe appraisal is critical to social
equity, integrity of financial institutions, and efficiency
of capital allocation have been betrayed by the Federal
Home Loan Bank Board's abandonment of the ideals expressed
by R41-C. The yielding of the Board to political pressures
within the savings and loan industry and the charlatans in
the banking and appraisal industry may not be noticed in
current capital markets. But it will be noticed when the
FSLDIC loses many additional billions of dollars in the
years ahead.

This note is prompted by a career which has been dedicated
to improving the appraisal process. I believe my
credentials allow me to make these charges and this letter
is not instigated by any professional society to which I
belong. I have attached a short vita to indicate to you
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and your fellow board members that I have some basis for my
perceptions on the Board's proposed appraisal changes. In
time I will address these comments to appraisal
organizations and the U.S. Savings and Loan League.

With deepest regret,

7%&4 %{agﬂéﬂy

James A. Graaskamp, Ph.D., SREA, CRE,
Chairman, Real Estate and Urban Land Economics

JAG:mjf
Enclosure - Vita Sheet

Xc - Prof. Jon G. Udell
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Office of Regulatory Policy,

Oversight and Supervision

January 13, 1987 S.b. 1939

Dr. James A. Graaskamp

Chairman, Real Estate and Urban Land Economics
Graduate School of Business

University of Wisconsin

1155 Observatory Drive

Madison, Wisconsin 53706

Dear Dr. Graaskamp:

I am responding to your letter of December 14 on behalf of
Chairman Wall. Your letter contained your expressions of
regret with regard to what you have perceived as the Board's
capitulation on efforts to improve appraisal standards.

The Federal Home Loan Bank Board’s (Board) revised appraisal
standards were mandated by the Competitive Equality Banking Act
(CEBA), which required that the Board have standards consistent
with the federal banking agencies. The previous R-41lc standards
were issued as a memorandum, not a formal regulation, and had been
subject to litigation over the Board’'s authority to enforce them.
By adopting a regulation with a policy statement, we believe that
we met the requirements of CEBA while not retreating from our
history of high appraisal standards. The banking agencies adopted
appraisal guidelines (not reqgulations) last month and you may be
interested to know that a source for the guidelines was R-4lc.

You will note that the policy statement that accompanies the

rule contains many of the appraisal standards previously

set forth in R-4lc. While we cannot use formal enforcement action
based on lack of compliance with a single element of the policy
statement, we believe we have enhanced enforcement ability when an
institution either does not have appropriate appraisal policies or
fails to follow them in a safe and sound manner. All
institution-generated policies will be carefully scrutinized by
examiners, not just for evidence of their existence and their
"quality", but for evidence that they are faithfully followed.

Federal Home Loan Bank System 900 Nineteenth Street, N'W. Washington, D.C. 20006 202 887-0145
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We share your concerns that the Board’s new rule may be perceived
by some managers as an excuse to lower or abandon their appraisal
standards. We assure you,however, that our examination and

supervisory staffs will do their utmost to see that this does not

happen. The Board continues to support and expect only the best
in appraisal work.

Thank you for writing.

Sincerely,

Sad 0N b

Darrel Dochow
Executive Director

cc: Secretariat



SOCIETY OF REAL ESTATE APPRAISERS”

OFFICE OF PUBLIC AFFAIRS gyf /p
SUITE 1111
600 NEW HAMPSHIRE AVE., N.W.
WASHINGTON, D.C. 20037
(202) 298-8497
February 1, 1988

James A. Graaskamp, Ph.D., SREA, CRE

Chairman, Real Estate and Urban Land Economics
University of Wisconsin-Madison

Graduate School of Business

1155 Observatory Drive

Madison, WI 53706

Dear Jim:

Thank you for the copy of your letter to Chairman Wall
regarding the new appraisal regulations of the Bank Board.

The Society is currently preparing testimony to deliver before
Congressman Barnard's Subcommittee later this month. The issue of
Bank Board appraisal policies is one we will address.

I am forwarding a copy of your letter to Congressman Carroll
Hubbard, Chairman of the Oversight and Investigation Subcommittee, who
will be conducting a hearing tomorrow on the issue of FSLIC
recapitalization with Danny Wall as the only witness.

Sincerely,

%\/\6/'—7/

Donald E. Kelly
Legislative Counsel

DEK/cw

cc: Bill T. Hylton, SRA, Chairman, Public Affairs Committee
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Congressional Record

INTRODUCTION OF THE REAL
ESTATE APPRAISAL REFORM
ACT OF 1987

The SPEAKER pro tempore. Under
a previous order of the House, the gen-
tleman. from Georgia [Mr. BARNARD] is.
recognized for 5 minutes.

-Mr. BARNARD. Mr. Speaker, | am today in-
troducing the Real Estate Appraisal Reform
Act of 1987, This legislation requires the es-
tablishment, by the Federal Govemnment, of
uniform appraisal standards and appraiser
qualification requirements for real astate trans-
actions in which the Federal Government has
‘substantial financial or public policy interests.
These appraisal standards and appraiser certi-
fication requirements will be enforced by State
appraiser certifying agencies, authorized in the
legislation. .

Mr. Speaker, each year, billions of dollars in

real estate loans and investments are made in
which appraisals play a crucial role. Whether
the transaction involves a multimillion-doliar
commercial real estate project, the sale of
hundreds of millions of doltars of mortgage
backed securities, or the issuance of a
$90,000 residential mortgage, it is a real
estate appraiser who establishes the value of
the property which collateralizes the loan or
investment. it is a real estate appraiser who
provides lenders and investors with assurance
that in the event of a defauit, the property se-
curing the project wiil be sufficient to cover all
or most of the outstanding loan balance or the
financial commitments made to investors.
Without a real estate appraisal, most lenders
will not lend and most investors will not invest
in real estate related financial transactions.
But it there is a default in a real estate
transaction and the appraisal has been faulty
or abusive—if through incompetency or a
desire to please a partitipant in the transac-
tion, it grossly overvalues the collateral—the
consequences can be catastrophic: Financial
institutions can fail or sink into problem status;
arms-length investors can lose their invest-
ments; financial markets can be- disrupted;
and innocent mortgage borrowers forced into
backbreaking debt. :

Mr. Speakei'. the Fedéﬂ; Govemmént has a -

vital financial and pubtic policy interest in all of
this: The Federal Deposit Insurance Agen-
cies—the FSLIC and FDIC—are obligated to
pay off depositors in financial institutions that
fail because of bad real estate loans but-
tressed by bad appraisals. Agencies like the
Federal Housing Administration, the Veterans’
Administration, and the Farmers Home Admin-
istration, are required to reimburse commercial
lenders when borrowers default on federally
guaranteed residential mortgages and collater-
al is insutficient to pay off outstanding loan
balances. Fannie Mae and Freddie Mac suffer
miltions of doilars in losses when there are de-
fauits on mertgagas they have purchased gnd
collateral has been overvalued. The SEC's re-
sponsibility to assure accurate public disclo-
sure of the market values assigned by ap-
praisers to real estate securing mortgage
backed securities, suffers when those apprais~
gis are negligent. The statutory functions of
other Federal agencies, like the General Serv-
ices Administration and the Faderal Highway
Administration, have even been compromised
because appraisals commissioned by those
agencies turned out to be faulty.

The central cause of these problems, Mr.
Speaker, is that the real estate appraisal in-
dustry is basically unregulated throughout the
country. In more than 40 of the 50 States,
anyone can perform real estate appraisais
without having to demonstrate basic compe-

tency and without having to obtain a real

estate appraisal license. If an individual wants
to be a barber, a beautician, a piumber, or an
electrician anywhere in America—let aione a
physician, an atiorney, an accountant, an en-
gineer, or an architect—they are required to
prove basic skills and submit to supervision by
an appropriate State agency. Moreover, if an
attorney or an accountant wishes to practice
before the Federal Government or in areas
governed by Federal statute, thelr professional
conduct and the standards they use in their

-practice, are subjected to Federal supervision.

But a.real estate appraiser, who is responsible
for establishing the value of properties cofla-
teralizing loan and investment transactions
worth tens and even hundreds of millions of
dollars each, is not subject to any systematic
competency testing or supervision.

Mr. Speaker, the nature and extent of real
estate appraisal abuses and their. impact on
Federal and private sector interests, have
been carefully documented by the Govern-
ment Operations Committea’s Commerce,
Consumer and Monetary Affairs Subcommit-
tea, which { chair. In the mid-1980's, a series
of hearings by the. subcommittee into financial
institution insolvencies and the role of insider
misconduct in those insolvencies, uncovered
a startling number of fauity and fraudulent ap-
praisals in the real estate loan portfolios of vir-
tually every failed and failing institution. What
we found was that these abusive appraisals
were used to fool bank examiners. They were
used to make a dangerous or even fraudulent
real estate loan appear secure, by having in
the loan fila an appraisal which assigns an un-
realistically high market vaiue to the property
collateralizing the loan. As a consequence of
these findings, the subcommittee launched a
separate 15 month probe into the nature and
extent of real estate appraisal abuse and their
impact on Faderai and private sector inter-
ests. The result of that probe was a report
issued by the subcommittee in September of .
last year entitled “Impact of Appraisal Prob-
fems on Real Estate Lending, Mortgage Insur-
ance, and Investment in the Secondary
Market.” That report concluded that “faulty
and fraudulent real estate appraisals have
become an increasingly serious national prob-
lem whose effects are widespread, prevasive,
and costly. Abusive appraisals have contribut-
ed directly to the insolvency of hundreds of
the Nation's financial institutions and have
helped cause billions of dollars in losses to
mortgage lenders, private mortgage insurers,
investors in mcrtgage backed securities, and
to numerous Federal agencies, particularly
tnose mat adininister tie Fedaial Cepssit In
surance funds and mortgage guaranty pro-
grams.” The report assigned blame for this
problem in equal parts to real estate apprais-
ers; to individuals involved in real estate trans-
actions who pressure appraisers into overvaiu-
ing collateral sufficiently to “make the deal
go"; ‘and to the Federal Government itself,
whose appraisal policies and practices in con-
naction with their statutory functions, is dis-
jointed, uneven, and ineffective.

Mr. Speaker, as a former banker ang as a
strong advocate of marketplace solutions to
marketplace problems, it is not often that |
offer legislation that provides for governmental
action. But this is such an occasion. The Fed-
eral .Govemment has a pressing financial and
public policy interest in assuring that real
estate appraisals are parformed professionaity
and independently by truly qualified individ-

_uals. Just yesterday at subcommittee hearings
on fraud by senior officials of financial institu-
. tions, the U.S. attorney for tha Northern Dis-
trict of ilinois testified. that at seven recently
failed S&L's, senior officers, “working with cor-
rupt appraisers, have falsely inflated tha value
of security for loans to finance projects in
which the officers had an interest, or could re-
ceive kickbacks or ‘commissions.’ Typically, a
condominium development carrying a high in-
terest rate was inflated in value so that the
savings and loan was financing the project at
a rate of 100 percent or more. This is a pat-
tern of fraud seen throughout the country in
failed institutions.” This results in losses in the
hundreds of millions of dollars.

My bill requires a new Federal Interagency
Appraisal Council, with advica from apprais-
ers, to establish uniform appraisal standards
and appraiser certification requirements in
connection with real estate transactions in
which the Federal Government has substantiaj
interests, It leaves to the 50 States, primary
enforcement responsibility for these standards
and requirements. There is no Federal “grab
for power” here. Only a récognition that both
Federal and State governments have legiti-
mate interests to protect. Nor is any massive
bureaucracy created by my bill. in point of
fact, the legislation merely articulates and
centralizes in & new agency statutory powers
already available to—but ineffectively or un-
evenly exercised by—more than haif a dozen
Federal agencies. Moreover, taxpayers wiil
not—! repeat, will not—pay for the activities of
the new Federal Interagency Council. Costs of
the Council will be borne by extremely small
fees imposed on commercial, far-profit users
of federally certified appraisals and on certi-
fied appraisers themselves. We astimate that
the annual fee imposed on certified appraisers
will be no more than $75 per year; and that
even a multimillion-dollar commercial transac-
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tion woukl produce user fees of only several
hundred dollars. .

.Mr. Speaker, my Iegtslanon represents a
carefuuy crafted solution to a serious national
problem. In some measure, appraisers them-
gelves are the principal victims of the current

-unregulated status of their industry. When ap-

praxsera are pressured to overvalue property
in order to make a speculative real estate
transaction look sound, there is little incentive
for the appraiser to say "No.” If they resist
the pressure, they are fired from the job,
never 1o be hired again. On the other hand, if
the appraiser produces the market valuation
demanded, he or she has repeat business to
gain and little to lose: There is no cetification
or license to lose; and no supervisory system
to monitor the appraisar’s conduct. All of that
would change under my legislation.

In a very real sense, Mr, Speaker, the real
estate appraisal industry is at a crossroads:
appraisers want to be rucognized and respect-
ed as the professionals they truly are, thenr
they have to be willing to assume the obfiga-
tions of professinalism._That means, the ability
to demonstrate competency; to be bound by
an enforceabls code of ethics; and to meet
continuing education requirements. if, on the
other hand, real estate appraisers are content
with the status quo and with “business-as
usual;” it they wishr to continue as the “hand-
maidens” of others, then | predict perilous
fimes for their industry, including an increase
in law enforcement and Rability problems. ?
also fear a continuing ltoss of public confi-
dence in the safety and soundness of many
real estate transactions. .

There are those, undoubtedly, who wilf
oppose some of the specifics of my legisiation
and others who will resist any Federal involve-
ment in this area, notwithstanding the Federal
interests that are at stake. And thera wilt be
time during hearings on the bilt to debate its
merits and for others 10 propose different so-
lutions. While 1| am strongly convinced of the
merits of my approach and will press hard for
its adoption, | do intend during the course of
tegisiative hearngs to keep an open mind,
particularly on those provisions that make
Fannie Mae and Freddie Mac part of the lmef-
agency Council.

{ am including at this point, Mr. Speaker, a
saction-by-saction analysis of my bill:

- SECTION-BY-SECTION ANALYSIS OF HR. 3675
THE REAL ESTATE APPRAISAL Rxroxm Act
or 1987 <

. SUMMARY

The Barnard bill requires the establish-
ment of {ederal appraisal standards and ap-
praiser qualification requirements for real
estate transactions in which the Federal
Government has substantial financial or
public policy interesis. These standards and
requirements will be enforced by state ap-
praiser certifying agencies, authorized in
the legislation.

The bill establishes & Federal Interagency
Appraisal Council composed of representa-
tives of existing federal agencies whose
functions encompass real estate related fi-
nancial fransactions and whose programs
have tien negativcly Impacted by foulty
and fraudulent appraisals. It also authorizes
the establishment of state appraiser certify-
ing boards. The Pederai Interagency Ap-
praisal Council would exercise three stand-
srds-getting functions: (1) determining
woich categories of teal estate related It
nancial transactions are of sufficient finan-
cial or public policy importance to the Fed-
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eral Government to require, in connection

. with those transactions, that appraisals be

performed according to uniform standards
and by qualified individuals; (2) establishing
uniform appraisal standards for such “fed-
erally covered” real estate transactions; and
(3) setting minimum qualification or certifi-
cation requirements for individuals who ap-
praise property in federally covered transac-
tions. So that appraisal standards and ap-
praiser qualification requirements are uni-
form throughout the Federal Government,
the existing authority of twelve federal
agencies to promulgate such standards and
requirements it transferred to the new
Interagency Council. Members of the Coun-
cil will serve on a full-time basis, only for 3
years after the date of enactment (final
standards must be adopted within that
timeframe) and on a part-time basis thereaf-
ter. A small staff structure will remain in
place. “The activities of the Council will be
funded by small user fees impeosed on con¥
mercial, for-profit real estate projects using
certified appraisers; and, by a smali annuai
ielzoon certified appraisers, not {0 exceed

The legislation authorizes and provides in-
centives for, the creation of state appraiser
certifying agencies. These agencies or
boards will be responsible, under grants of
aunthority from state legislatures, for enforc-
ing the federal appraisal and cer-
tification requirements.

Section 1. Short Title—The Act is cited as
the “Real Estate Appraisal Reform Act of
1987".

Section 2. Findings—EXpresses & congres-
sional finding that (1) appraisals of proper-
ty collateralizing real estate loans and in-
vestments’ are & critical component of such
loans and investments because they provide
lenders and investors with assurance that in
the event of & default, loans can be repaid
and investment losses minimized; (2) faulty
and fraudulent real estate appraisals that
substantially overvalue property securing
loans and investments have become a perva-
sive national problem whose effects are ex-
tremely harmful and costly to the Federal
Government and to private sector mortgage
lenders, insurers, and investors; and (3) the
quality of appraisals and the independence
of appraisers wouid be greatly enhanced by
the establishment of a regulatory structure
requiring the adoption of federal appraisal
standards and appraiser certification re-
quirements, with enforcement by approved
state appraiser certifying agencies.

Title I Xedera! Interagency Council

Section 101. Establishment—Establishes
the Federal Interagency Appraisal Council.

Section 102. Transfer of Functions—The
bHl transfers to the Council, the existing
statutory authority of tweive federal agen-
cies to pramulgate appraisal standards and
appraiser qualification requirements, assur-
ing uniformity among the numerous federal
agencies presently exercising such author-
ity. Except for appraisal standards and ap-
praiser qualification requirements, the af-
fected federal agencies will retain their au-
thority to enforce compliance with their
statutes and regulations (so that, for exam-
ple, the banking agencies would retain au-
thority to treat appraised market values of
financial institution real egtate assets in any
way they saw fit for regulatory purposes;
end the VA and FRA wonld continne to be
able to suspend fee appraisers who violate
those agencies’ policies, practices, and pro-
cedures).

Section 103. Functions of Council—

fa) In general: Describes the major func-
tions of the Council as follows: The issuance
of rules describing categories of real estate-
related financial transactions which are suf-
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ficiently important to the Federal Govern-
ment so as to constitute “federally covered
transactions™ under the Act: the adoption of
uniform standards for the performance of
real estate appraisals in connection with
federally covered transactions; the estab-
lishment of minimum qualification require-
ments for the certification of persons who
will be performing appraisals in connection
with such transactions; the monitoring of
the activities of state appraiser certifying
agencies; and, transmittal of an annual
report to the Congraa describln: the Coun-
cil’'s work.

(b) Uniform cpprai:at standwrda. U’niform
standards prescribed by the Councit for per-
formance of real estate appraisals in feder-
ally covered transactions shall be designed
to produce an accurate assessment of the
market value of the subject property, in-
cluding. recognition of differences in the
types of property to be appraised (ie., resi-
dential vs, commercial); shail describe the
contents of and the manner in which an ap-
praisal shall be performed for such transac-
tions; shall permit certain functions in con-
nection with the appraisal to be performed
by non-certified persons so long as the final
appraisal document is approved and signed
by a certified person; shall prohibit the per-
formance of appraisals by persons who have
any financial interest in the property being
appraised; and may incorporate appraisal
standards promuigated by a government
agency or by the appraisal industry itself, if
such standards meet the requirements of
the Act.

(c} Appraiser certification requirements’
Requirements prescribed by the Council for
the certification of persons to perform ap-
praisals in federally covered transactions
shall prescribe a code of ethical responsibil-
ity and a level of education (the bill does
not require a college degree); work experi.
ence, knowledge, and continuing education,
which must be satisfied; shall recognize and
reflect different skill levels necessary to ap-
praise different types of property; shall de-
scribe procedures, including testing require-
ments, under which a certification will be
granted; shall modify certification require.
ments in the case of appraisers who can
demonstrate 5 years of satisfactory apprais-
al practice; shall set forth criteria under
which disciplinary action shall be taken
against a certified appraiser.

(d) Procedures for establishing appraisal
standards and appraiser certification re-
Quirements: Appraisal standards and ap-
praiser certification requirements shall be
adopted only after public hearings and an
cpportunity for interested parties to be
heard.

(e} Time for proposal and adoplion of
standards and reguirements: Uniform ap-
praisal standards shall be proposed not later
than 18 months and adopted in final form
not later than 24 months after enactment.
Appraiser certification requirements shall
be proposed not later than 12 months and
adopted not later than 18 months after en-
actment. ’

(f} Overseeing approved state appraiser
certifying agencies and certified appraisers:
Whenever the Council determines that an
actior of an approved state appraiser certi-
fying agency or of a certified appraiser is
contrary to the purposes of the Act, the
Council may request modification of a certi-
fying agency’s policies or practices as tney
apply to certified appraisers. With respect
to certified appraisers themselves, the
Council itself can take disciplinary action
for serious violations of appraisal standards
and appraiser certification requirements, if
a state certifying agency does not exist. In
taking such actions, the Council shall adopt
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written procedures and provide all affected
parties with an ample opportunity to be
heard. Disciplinary actions' taken =zgainst
certified appraisers, shall be subject to judi-
cial review,

(g} Designation of certain real estate
transactions as federally covered: Rules pre-
acribed by the Council may designate as &
federally covered transaction any transac-
tion involving & purchase, lease, or sale of,
or investment in, real estate or reai estate
related securities if in connection therewith
(1) an agency or instrumentality of the
United States purchases or sells real estate
or resl estate related securities or leases real
estate; insures the deposits of a financial in-
stitution making real estate loans or invest-
ing in real estate projects; insures or guar-
antees the payment of a mortgsage loan in
the event of a borrower default; or regulates
the offering and sale to the public of mort-
gage-backed securities; or (23 the Council
determines that the public policy interest of
the United States requires s designation as
& federaily covered transaction. Any real
estate related financial transaction de-
scribed above which involves the appraisal
of property having s value of $1 million or
n(xore. shall be a federally covered transac-
tion. .

Section 104, Council Membership—The

Council shall have twelve voting members
- from-each of the following federal agencies:
the five federal bank regulatory sgencies,
the Securities and Exchange Commission,
. the Veterans Administration, the Federal
Housing Administration of DHUD, the Fed-
eral National Mortgage Association, the
Federal Home Loan Mortgage Association,
GSA and Farmers Home Administration.
Persons appointed by the President shail
gerve for a 3-year fixed term. The Council
shall have two nonvoting ex officic mem-
bers from each of the following agencies: In-
ternal Revenue Service of Treasury and the
Department of Transportation.

Council members shall serve on a full-time
basis only during the 36-month period foi-
lowing enactment and shall serve on a part-
time basis thereafter.

Section 105. Chairman; Meetings—The
chairman of the Council shall be elected for
& 3-year term by the Council members.
Meetings may be held at the call of the
Chair or by a majority of Council members.

Section 106. Administrator and Staff~The
Council shall have an administrater, who
shall carry out the general sdministrative
functions of the Council; a general caunsel;
a chief counsel for enforcement; and eight
additional officers including & director for
appraisal standards, & director for appraiser
certification, and a coordlns.tar for state cer-
tifying activities.

Section 107, General Powers of Councit—
The Council is authorized to hold hearings,
sit and act, take testimony, receive evidence,
issue subpoenas, and provide information
and perform research, Rules promuilgated
by the Council shall be subject to the provi-
sions of the Administrative Procedure Act.
A seal of office shall be made for the Coun-
ctl and judictal notice shall be taken of such
seal :

Section 108. Advisory Committees—There
ghall be within the Council two advisory
committees which shall provide advice, in-
formation, analyses, and recommendations
to the Council concerning its functions. The
Real Estate Appraiser Committee shall con-
sist of twelve members, ten from the ap-
praisal industry and two from the public.
The Real Estate Apprzisal User Committee
shall consist of fourteen members appointed
by the chairman, as follows: two members
each from the thrift industry, the commer-
cial banking industry, the mortgage banking
industry, the martgage insurance industry,
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the securities industry, the home builders
and the real estate industry. The Council
shall meet with and consult the sdvisory
committees before sdopting uniform ap-
praisal standards and sppraiger certitication
requirements and at such other times as the
Council considers necessary.

Sections 109 and 110. Appropriations and
User Fees—The legisiation authorizes a8 2-
year appropriation of $19 million to the
Cauncil and establishes a user fee mecha-
nism for funding the future work of the
Council and for paying back the Initial $19
millfon appropriation. Specitically, the biil
authorizes the Council to assess and collect
(1) from each person who obtains an ap-
praisal for a federally covered transaction
that is a commerical, for-profit transaction,
2 smail, gradusted fee besed an the ap-
praised value of the subject property not to
exceed $5.000 teven a multi-million dollar
project would result in a user fee of only
several hundred doilars); and (2) from each
person who receives a certification under
the Act, an annual fee not to exceed $100.
Although Counctl funding will be from non-
taxpayer sources, the Council will continue
to be subject to the congressional budget
process.

Section 11t Transfer and Alocuation of
Appronriations and  Personnel—Directs
OMB to determine which unexpended ap-
propriations and personnel from agencies
performing appraisal standards and apprais-
er qualification functions, should be trans-
ferred to the new Council.

Section 112, Savings Provisions—Estab-
lishes that Executive Branch and judicial
proceedings underway at the time of enact-
ment shall not be affected by the transfer

_of functions,

Title II: Establishment and Approval of
Stale Appraiser Certifying Agencies

Section 201 Establishment and Approval

of State Appraiser Certifying Agencies—
. fa) Establishment: Authorizes the estab-
lishment of state appraiser certifying agen-
cies in order to assure state supervision of
the activities of certified appraisers. Permits
a state to establish requirements for gzp-
praisers in addition to any federal require-
ments for certification, if such additional re-
Quirements pertain to appraisals in non-fed-
erally covered transactions and if the addi-
tional state imposed requirements do not
discriminate against certified appraisers.
The legislation also requires a state apprais-
er certifying agency to recognize & certified
sppraiser who has been certified by another
state in connection with “temporary prac-
tice” in the state.

b} Appronal of state appraiser agency by
Council’ Requires that a state appraiser cer-
tifying agency under the Act be approved by
the Pederal Interagency Council. Estab-
lishes criteria for such approval including, a
grant of authority by the state sdequate to
permit the certifying agency to properly
monitor and discipline appraisers; assurance
that the state's laws require appraiser
access to adequate and reliable information
regarding property values and the terms
and conditions of real estate sale transac-
tions; independence of the agency from
state licensing agencies, such as a real estate
licensing board.

(c) Revocation of epprovel: The Council
may revoke approval of an approved state
appraiser certifying agency upon & written
determination that any of the major condi-
tions on which the approval was based has
changed significantly. Before any such revo-
cation, the Council shall furnish the state
with 90-days advance notice and an ample
opportunity to provide reouttal information
or to correct the changed conditions.

H 10711

Section 202. Certification of Appraisers—
Establishes procedures for obtaining a certi-
fication. Requires a state agency to grant a
certification to perform appraisals in feder-
ally covered transactions in that state, if the
person is found by the certifying board to
satisfy the certification requirements estab-
lished by the Federal Interagency Council,
This section salso authorizes the Federal
Interagency Council to directly certify a
person to perform appraisals in federally
covered transactions in a state if the person
meets certification requirements and if the
state in which the person will be appraising
does not have an approved state appraiser
certifying agency. During the 24-month
period following the date of emactment of
the Act, the Council is required to certify a
person to perform appraisals in federally
covered transactions if the person registers
with the Council and agrees to abide by gen-
erally recognized appraisal standards and a
code of ethics. This interim certification can
be extended for 12 additional months if the
Council determines that the state in which
the person is certified to perform appraisals
is in the process of establishing a state certi-
fying agency. The Council is also authorized
to waive any requirements under the Act re-
lating to certification of a person to perform
appraisals If-it makes & written determina-
tion that there is & scarcity of certified ap-
praisers in & particular state and if the
person for whom such requirements are to
be waived has & satisfactory record of ap-
praizal performance.

Section 203. Government Employees Who
Perform Appraisals—This section permits
federal and state government employees
who perform appraisals in connection with
their official responsibilities, to be exempt-
ed from the requirements of the Act unless
the heads of their agencies decide other-
wise,

Title I1I: Appraisals in Federally Covered
Transactions

Section 301. Violations in Obtaining and
Performing Appraisais—It shall be a viola-
tion of the Act for a person to (1) knowl-
ingly seek, obtain or give money or any
other thing of value in exchange for the
performance of an appraisal by a person
who is not a certified appraiser in connec-
tion with a federally covered transaction;
anad (2) for & person who is not a certified
appraiser to knowingly provide an appraisal
to a persen in connection with & federally
covered transaction. Fines are established
for such violations. Proceedings for viola-
tions of this provicsion may be conducted by
an approved state appraiser licensing
agency or by the Council. Decisions are sub-
ject to judicial review.

Section 302. Use of Certified Appraisers by
Federal Agencies—Beginning 24 months
after enactment, federal zgencies using fee
appraisers shall use only certified appraisers
in a federally covered transaction.

Title IV: General Provisions and Definilions

Section ¢01. Definition of terms found in
the Act.

Section 402. Responsibilities Under State
and Federal Law Not Affected—Nothing con-
tained in the Act shall be construed to alter,
modify or tmpair any responsibility under
state or federsl! law imonsed on-appraisers,
lenders and other persons who are parties to
real estate related financial transactions.

Section £04. Federal Agency Reports Re-
garding Disciplinary Actions—Any federal
agency that initiates a disciplinary action
against. a certified appraiser shall report
that fact to the state certifying sgency and
to the Council.
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To reorganize and consolidate in a new Federal agency certain functions of the
Federal Government relating to real estate appraisals and to authorize State
appraiser certifying agencies, for the purpose of protecting the financial and
public policy interests of the United States in certain .real estate-related
financial transactions.

IN THE HOUSE OF REPRESENTATIVES

NoveMBER 20, 1987

Mr. BARNARD introduced the following bill; which was referred to the Committee
on Government Operations

A BILL

To reorganize and consolidate in a new Federal agency certain
functions of the Federal Government relating to real estate
appraisals and to authorize State appraiser certifying agen-
cies, for the purpose of protecting the financial and public
policy interests of the United States in certain real estate-
related financial transactions.

1 Be it enacted by the Senate and House of Representa-
tives of the United States of America in Congress assembled,
SECTION 1. SHORT TITLE.

This Act may be cited as the “Real Estate Appraisal

Reform Act of 1987"".
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The contents of this Act are as follows:
Sec. 1. Short title.
Sec. 2. Table of contents.
Sec. 3. Findings.

TITLE I—FEDERAL INTERAGENCY COUNCIL

Sec. 101. Establishment.
Sec. 102. Transfer of functions to Council.
Sec. 103. Functions of Council.
Sec. 104. Council membership.
Sec. 105. Chairman; meetings.
Sec. 106. Administrator and staff.
Sec. 107. General powers of Council.
Sec. 108. Advisory Committees.
Sec. 109. Authorization of appropriations.
Sec. 110. Authority to assess and collect fees.
Sec. 111. Transfer and allocation of appropriations and personnel.
Sec. 112. Savings provisions.
Sec. 113. Reference.
Sec. 114. Transition.

TITLE II—APPROVAL OF STATE APPRAISER CERTIFYING

AGENCIES; CERTIFICATION OF APPRAISERS

Sec. 201. Approval of State appraiser certifying agency.
Sec. 202. Certification of appraisers.
Sec. 203. Government employees who perform appraisals.
TITLE III—APPRAISALS IN FEDERALLY COVERED TRANSACTIONS
Sec. 301. Violations in obtaining and performing appraisals. -
Sec. 302. Use of certified appraisers by Federal agencies.
TITLE IV—GENERAL PROVISIONS AND DEFINITIONS

Sec. 401. Definitions. o .
Sec. 402. Responsibilities under State and Federal law not affected.
Sec. 403. Federal agency reports of disciplinary and enforcement actions.
SEC. 3. FINDINGS.

The Congress finds as follows:

(1) Real estate appraisals, by establishing market
values for property securing loans and investments,
provide interested Federal agencies and private sector
lenders, investors, and insurers with reliable assurance

®HR 3675 IH
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3
that they will be protected against catastrophic losses

in the event of defaults on such loans and investments.

(2) Faulty and fraudulent real estate appraisals
that overvalue property securing loans and investments
have become a pervasive national problem whose ef-
fects are extremely harmful and costly to federally in-
sured financial institutions; to Federal agencies and in-
strumentalities which guarant repayment of mortgage
loans or which provide liquidity to mortgage markets;
to investors in mortgage backed securities; and to
mortgage lenders, insurers, and others who participate
in real estate-related financial transactions.

| (8) A dominant cause of abusive appraisals is
pressure on appraisers, by persons involved in real
estate-related financial transactions, to assign artificial-
ly high market values to properties which serve as col-
lateral for such transactions.

(4) The quality of appraisals and the independence
of appraisers would be greatly enhanced by the estab-
lishment of a regulatory structure for the appraisal in-
dustry, requiring the adoption of Federal appraisal
standards and appraiser certification requirements by a
new Federal agency and enforcement of such standards

and requirements by State certifying agencies.

®HR 3675 IH
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TITLE I—FEDERAL INTERAGENCY
APPRAISAL COUNCIL
SEC. 101. ESTABLISHMENT.

There is established the Federal Interagency Appraisal
Council.

SEC. 102. TRANSFER OF FUNCTIONS TO COUNCIL.

(a) INn GENERAL.—There is transferred to the Council
the authority of the following Federal agencies and instru-
mentalities to establish and regulate appraisal standards and
appraiser qualification requirements in furtherance of their
statutory responsibilities.

(1) FEDERAL BANK REGULATORY AGENCIES.—

The Federal bank regulatory agencies in connection

with assuring the safety and soundness of real estate

lending and investment by federally insured financial
institutions and preserving the assets of the Federal
deposit insurance funds.

(2) VETERANS' ADMINISTRATION AND FHA.—

The Veterans’ Administration and the Federal Housing

Administrator relating to the establishment of accurate

market values for property held by them as security on

insured and guaranteed residential mortgage loans.
(3) FEDERAL NATIONAL MORTGAGE ASSOCIA-

TION AND THE FEDERAL HOME LOAN MORTGAGE

CORPORATION.—The Federal National Mortgage As-

@HR 3675 11l
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5
sociation and the Federal Home Loan Mortgage Cor-

poration in connection with establishing the value of'
property securing mortgages purchased and the sale of
those mortgages to the public and to Federal home
loan banks in the form of mortgage-backed securities.

(4) SECURITIES AND EXCHANGE COMMISSION.—
The Securities and Exchange Commission in connec-
tion with assuring the accurate disclosure of market
values assigned by appraisers to real estate securing
mortgage-backed securities offered and sold to the
public.

(5) FEDERAL FINANCIAL INSTITUTIONS EXAMI-
NATION COUNCIL.—The Federal Financial Institutions
Examination Council relating to recommending ap-
praisal standards and appraiser qualification require-
ments in.connection with the real estate loans and in-
vestments of insured financial institutions.

(6) GENERAL SERVICES ADMINISTRATION.—The
General Services Administration in connection with the
Federal Government’é receiving fair value when it pur-
chases, sells, or leases properties on behalf of the Fed-
eral Government.

(7) FARMERS HOME ADMINISTRATION.—The

Farmers Home Administration in the Department of

@®IIR 13675 1H
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6
Agriculture in connection with residential Rural Hous-

ing Loans secured by real estate.
(b) EXTENT OF AUTHORITY TRANSFERRED.—
(1) The transfer of authority to the Council under

this section includes all aspects of the appraisal stand-

. ards and appraiser qualification functions vested in any

component of the agency or department from which

-such authority is transferred.

(2) In carrying out any function transferred by
this Act, the Council may exercise any authority avail-
able by law (including appropriation Acts) with respect
to such functiqn to an officer of the agency from which
such function is transferred, and the actions of the
Council in exercising such authority shall have the
same force and effect as when exercised by the such
officer.

(3) Agencies and instrumentalities whose author-
ity is transferred under this section shall not establish
policies, practices, or procedures which are in conflict
with Council rules, actions, and decisions authorized by

this Act.

SEC. 103. FUNCTIONS OF COUNCIL.

(a) IN GENERAL.—The Council shall—

®HR 3675 11
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(1) issue rules describing categories of real estate-

-related financial transactions which constitute federally

covered transactions under this Act;

(2) prescribe uniform standards for the perform-
ance of real estate appraisals in connection with feder-
ally covered transactions;

- (3) establish requirements for the certification of
persons who are qualified to perform appraisals in con-
nection with such transactions, including a code of
ethics;

(4) directly grant certification to and supervise the
gctivities of persons qualified to perform appraisals in
federally covered transactions in States which do not
have an approved State appraiser certifying agency;

(5) monitor and oversee the activities of approved
State appraiser certifying agencies; and

(6) transmit an annual report to the Congress not
later than January 31 of each year describing—

(A) the activities of the Council during the
preceding year; and

(B) problems encountered by the Council
during the preceding year in carrying out its func-

tions under this Act.

OHR 3675 IH
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(b) UNIFORM APPRAISAL. STANDARDS.—Uniform

standards prescribed by the Council for performance of real

estate appraisals in federally covered transactions—

(1) shall be designed to produce an accurate as-
gessment of the market. value. of the subject of the
appraisal;

(2) shall prescribe the contents of and the manner
in which an appraisal shall be performed for purposes
of such transactions, and the factors which may be
considered in performing such an appraisal;

(8) shall require the use of state-of-the-art ap-
praisal techniques;

(4) shall allow work on which such an appraisal is
based to be performed by a person who is not a certi-
fied appraiser under this Act to perform such apprais-
als if the final appraisal document is approved and
signed by a person who is a certified appraiser under
this Act;

(5) shall prohibit the performance of such an ap-
praisal by any person—

(A) who is hired or paid to perform such ap-
praisal by the borrower in a real estate project; or
(B) who is a real estate broker or agent who
represents a purchaser or seller of the property

which is the subject of the appraisal, or who is

OHR 3675 IH
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employed hy- & person who represents a purchaser

or. seller of the property or who has any financial

interest in the property;

(6) may incorporate any standards recommended
by the Real Estate Appraisal Advisory Committee or
promulgated prior or subsequent to the date of the en-
actment of this Act by a public entity, by the Appraisal
Foundation, or by a professional appraisal organization,
if such standards fulfill the requirements of paragraphs
(1) through (5); and

(7) shall recognize and reflect differences in the
types of real estate on which appraisals are performed
in federally covered transactions.

(¢) APPRAISER CERTIFICATION REQUIREMENTS.—

Requirements prescribed by the Council for the certification
of a person under section 202 to perform appraisals in feder-

ally covered transactions as certified appraiser shall—

(1) prescribe a code of ethical responsibility and a
level of competency, including education, work experi-
ence, knowledge, and continuing education require-
ments which a person must satisfy to qualify for certifi-
cation to perform appraisals in federally covered trans-

actions;

HR 3675 ITH——2
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(2) prescribe the procedures and testing require-
ments under which a certification to perform appraisals
in federally covered transactions shall be granted;

(3) in the case of appraisers who can demonstrate
5 years of appraisal practice and a satisfactory record
of performance, take account of, and be' appropriately
modified to reflect, such prior experience;

(4) set forth the criteria and circumstances under

- which disciplinary action, including suspension or revo-

cation of a certification, should be taken against a
person who has been granted a certification;

(5) to the greatest extent practicable insure the
performance of accurate and independent appraisals in
federally covered transactions by persons granted a
certification under such requirements; and

(6) recognize and reflect differences in the skills
required to perform appraisals on different types of real
estate on which appraisals are performed in federally-
covered transactions.

(d) PROCEDURES FOR KESTABLISHING APPRAISAL

STANDARDS AND APPRAISER CERTIFICATION REQUIRE-
MENTS.—Appraisal standards and appraiser certification re-
quirements prescribed under this section shall be prescribed
by regulation in accordance with procedures set forth in title

5, United States Code, including the holding of public hear-

OHR 3675 [H
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1" ‘ings with respect to any standards and requirements proposed
2 to be established.
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(e) TIME FOR PROPOSAL' AND ADOPTION OF STAND-

'4-- ARDS AND REQUIREMENTS.—
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(1) APPRAISAL STANDARDS.—Appraisal stand-
ards prescribed under -this section shall be proposed not
later than 18 months after the date of the enactment of
this Act and adopted in final form not later than 24
months, after the date of the enactment of this Act.

(2) CERTIFICATION REQUIREMENTS.—Appraiser
certification requirements prescribed under this section
shall be proposed not later than 12 months after the
date of the enactment of this Act and adopted in final
form not later than 18 months after the date of the en-
actment of this Act.

() OVERSEEING APPROVED STATE CERTIFYING

AGENCIES AND CERTIFIED APPRAISERS.—(1) Whenever
the Council determines that an action of an approved State
appraiser certifying agency, or of a certified appraiser, is con-
trary to the purposes of this Act, the Council shall take such
appropriate action within its pbwer to accomplish those pur-

poses, including—

(A) providing written notice to the approved State
appraiser certifying agency describing the policies,

practices, and procedures of the State agency which

OHR 3675 IH
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are contrary to the purposes of this Act and requesting
that appropriate modifications be made; and

(B) with respect to a certified appraiser, taking
disciplinary action for serious violations of appraisal
standards, the Code of Ethics, or other requirements,
including suspension or revocation of certification and
imposition of a fine of not more than $5,000 for each

violation, when a State licensing agency fails to carry

© 0 T O N A W N

out this Act or when the violations occur in a State
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o

that does not have an approved certifying agency.

it
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(2) The Council shall adopt written procedures for

[w—y
DN

taking actions described in paragraph (1) which shall in-
13 clude—

14 (A) in the case of an action under paragraph
15 (1)(A), a full opportunity to be heard for the approved
16 State certifying agency with respect to which the
17 action is taken;

18 (B) in the case of a disciplinary action under para-
19 graph (1)(B), timely notice and description of all allega-
20 tions which are the basis of the action and an adequate
21 opportunity to respond to such allegations.

22 (8) A decision by the Council in an action under para-

23 graph (1)(B) shall be subject to judicial review.
24 (g) DESIGNATION OF CERTAIN REAL ESTATE TRANS-

25 ACTIONS AS FEDERALLY COVERED TRANSACTIONS.—

oHR 3675 111 01.‘
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(1) DESIGNATION BY COUNCIL.—The Council

shall—

(A) determine which real estate-related fi-

‘nancial transactions are of sufficient financial or

public policy importance to the United States a8
to require that an individual who performs an ap-
praisal in connection with such a transaction
should be a certified appraiser and that the ap-
praisal be performed in accordance with uniform
standards and other requirements under this Act;
and

(B) prescribe rules describing such transac-
tions and designating them as federally covered
transactions for purposes of this Act.

(2) TRANSACTIONS WHICH MAY BE DESIGNATED,

GENERALLY.—Rules prescribed by the Council under
this subsection may designate as a federally covered
transaction any transaction involving the purchase,
lease, or sale of, or investment in, real estate or real

estate-related securities if in connection therewith—

(A) an agency or instrumentality of the
United States—
(i) purchases or sells real estate or real

estate-related securities or leases real estate;

®HR 3675 IH
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(i) insures the deposits of a financial in-
stitution making mortgage loans, making
other loans for which real estate serves as
collateral, or investing in real estate;

(iii) insures or guarantees the payment
of a mortgage loan in the event of a bor-
rower default; or

(iv) regulates the offering and sale to, or
trading by, the public of securities collat-
eralized by real estate or real estate mort-
gages; or

(B) the Council determines that the public

policy interests of the United States require desig-

nation of the transaction as a federally covered

transaction.

(3) TRANSACTIONS INVOLVING $1,000,000 OR

MORE.—Rules prescribed by the Council under this

section shall designate as a federally covered transac-

tion any transaction described in paragraph (2) which

involves the appraisal of property having a value of

$1,000,000 or more.

(4) TIME FOR PROPOSAL AND ADOPTION OF

RULES DESIGNATING FEDERALLY COVERED TRANSAC-

TIONS.—Rules prescribed by the Council under this

section shall be proposed not later than 18 months, and

®HR 3675 IH
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adopted in final form not later that' 24 months after
the date of the enactment of this Act.
SEC. 104. COUNCIL MEMBERSHIP.

(a) NUMBER AND APPOINTMENT.—

(1) Voriné MEMBERS.—The Council shall have
12 voting members, who shall be appointed by the
President from among the most senior officials at each

of the following agencies, after consultation with the

head of each respective agency:

(A) The Federal Home Loan Bank Board.

(B) The Office of the Comptroller of the Cur-
rency.

(C) The Federal Deposit Insﬁrance Corpora-
tion.

(D) The Board of Governors of the Federal
Reserve System.

(E) The National Credit Union Administra-
tion.

(F) The Securities and Exchange Commis-
sion.

(G) The Veterans’ Administration.

(H) The Federal Housing Administration of
the Department of Housing and Urban Develop-

ment.

OHR 3675 IH
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(I) The Federal National Mortgage Associa-
tion. |
(J) The Federal Home Loan Mortgage Asso-
ciation.
(X) The Farmers Home Administration :in
the Department of Agriculture.
(L) The General Services Administration. -
A person appointed under this paragraph shall be se-
lected for appointment on the basis of the experience
and background of the person relating to the role of
appraisals in connection with the funetions or programs
of their agency.

(2) NonvoTiNG MEMBERS.—The Council shall
have 2 nonvoting ex officio members, of whom 1 shall
be appointed by each of—

(A) the Commissioner of the Internal Reve-
nue Service; and
(B) the Secretary of Transportation;
from among senior officials of the Internal Revenue
Service and the Department of Transportation whose
duties relate to real estate appraisals.

(3) TErRMS.—A person appointed under this sub-

section—

(A) shall serve for a 3 year term;

®IIR 3675 1l
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1 (B) may :serve more than 1 term as a
2 member of the Couneil.
3 (b) APPOINTMENT OF REPLACEMENT.—If 2 member of

4 the Council leaves the agency from which the member was
5 -appointed, he or she shall .cease to be a member of the Coun-
6 cil and the head of that:agency shall appoint another persbn
7 from that agency to serve as a member of the Council.

8 (c) PAY AND SERVICE OF MEMBERS.—

9 (1) 36-MONTH PERIOD FOLLOWING DATE OF EN-

10 ACTMENT.—During the 36-month period following the

11 date of the enactment of this Act, members of the
12 Council shall serve on a full time basis and be paid by
13 the agency from which they are appointed at the maxi-
14 mum rate of basic pay in effect for level V of the Ex-
15 ecutive Schedule.

16 (2) AFTER 36-MONTH PERIOD.—After the period
17 described in paragraph (1), members of the Council—
18 (A) shall serve on a part-time basis as neces-
19 sary to carry out the functions of the Council;

20 (B) shall not be paid any amount in addition
21 to amounts they are paid for employment by the
22 respective agency from which they are appointed,;
23 and

HR 3675 [H——3 G20
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(C) shall be reimbursed for expenses they

incur while engaged in official business of the

Council.

(3) REIMBURSEMENT OF PAY AND EXPENSES.—
The Council shall reimburse each agency from which a
member of the Council is appointed for the pay and ex-

penses of the members of the Council.

SEC. 105. CHAIRMAN; MEETINGS.

(a) CHAIRMAN.—

(1) ELECTION.—The Chairman of the Council
shall be elected by the Council from among its mem-
bers.

(2) TErRM.—The term of office of the Chairman
shall be 3 years.

(b) MEETINGS.—

(1) IN GENERAL.—The Council shall meet at the
call of the Chairman or a majority of its members so
often as there is business to be conducted.

(2) QuoruM.—A majority of members of the
Council shall constitute & quorum but 3 members may
hold hearings. |

(3) Voring.—Decisions of the Council shall be
according to the vote of a majority of its voting mem-

bers.

OUHR 3675 1H
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SEC. 106. ADMINISTRATOR AND STAFF.

(a) ADMINISTRATOR.—Within 60 days after the elec-
tion of the Chairman, the Chairman sha.ll nominate and the
Council shall appoint an Admihjstrator who shall—

. (1) carry out the general administrative functions
of the Council; and
(2) be paid the maximum annual rate of basic pay
in effect for GS-18 of the General Schedule.

(b) GENERAL COUNSEL.—The Council shall have a
General Counsel who shall be nominated by the Chairman
and appointed by a majority vote of the Council within 60
days after election of the Chairman. The General Counsel
shall—

(1) provide legal assistance to the Council con-
cerning the programs and policies of the Council; and

(2) be paid at the maximum annual rate of basic
pay in effect for GS-18 of the General Schedule.

(c) CHIEF COUNSEL FOR ENFORCEMENT.—The Coun-
cil shall have a Chief Counsel for Enforcement who shall be
nominated by the Chairman and appointed by a majority vote
of the Council within 60 days after election of the Chairman.
The Chief Counsel for Enforcement shall—

(1) carry out section 103(f); and
(2) be paid at the maximum annual rate of basic
pay in effect for GS-18 of the General Schedule.

(d) AppITIONAL OFFICERS.—

®HR 3675 IH
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(1) APPOINTMENT AND FUNCTIONS.—The Coun-
cil shall have such additional officers as may be ap-
pointed by the Chairman, and such additional officers
shall include the following:

(A) The Director for Appraisal Standards.

(B) The Director for Appraiser Certification.

(C) The Coordinator for State Certifying Ac-
tivities.

(D) The Director of Congressional Relations.

(E) The Director of Public Information.

(F) The Director of Management and
Budget.

(G) The Director of Policy, Planning, and
Research.

(2) OFFICERS REPORT TO ADMINISTRATOR;
OTHER FUNCTIONS PRESCRIBED BY COUNCIL.—Each
officer of the Council appointed under this subsection
shall—

(A) report directly to the Administrator;

(B) in addition to any functions vested in or
required to be delegated to such officer, perform
such additional functions as the Council may pre-
scribe; and

(C) be paid at a rate established by the

Council.
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(3) DESCRIPTION OF FUNCTIONS.— Within_ 90
days after appointment of the Administrator, the Ad-
ministrator shall submit to the Council for its approval
a detailed description of the functions of each officer
appointed under this subsection.

(e) STAFF.—With the approval of the Council, the Ad-
ministrator may appoint such additional staff personnel as the
Administrator considers appropriate who shall be paid at a
rate established by the Council.

() AprpLICABILITY OF OCERTAIN CIVIL SERVICE
Laws.—Except as otherwise provided in this Act, the offi-
cers and staff of the Council shall be appointed subject to the
provisions of title 5, United States Code, governing appoint-
ments in the competitive service.

(g) ExPERTS AND CONSULTANTS.—With the approval
of the Council, the Administrator may procure temporary and
intermittent services under section 3109(b) of title 5 of the
United States Code, at rates for individuals not to exceed the
daily equivalent of an annual rate of basic pay established by
the Council.

(h) STAFF OoF FEDERAL AGENCIES.—Upon request of
the Council, the head of any Federal agency is authorized to
detail, on a reimbursable basis, any of the personnel of such
agency to the Council to assist the Council in carrying out its

duties under this Act.
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SEC. 107. GENERAL POWERS OF COUNCIL.

(a) HEARINGS, MEETINGS, AND RESEARCH.—The
Council may, for the purpose of carrying out this Act, hold
hearings, sit and act at times and places, take testimony,
receive evidence, issue subpoenas, provide information, and
perform research, as the Council considers appropriate.

(b) RULES.—

(1) In GENERAL.—The Council may prescribe
such rules and regulations as the Council determines
necessary or appropriate to administer and manage the
functions of the Council.

(2) ApPLICABILITY OF TITLE 5.—The Council
shall prescribe such rules and regulations as are au-
thorized in accordance with chapter 5 of title 5, United
States Code.

(c) CONTEACTS.—

(1) In GENERAL.—Subject to the provisions of
the Federal Property and Administrative Services Act
of 1949, the Council may make, enter into, and per-
form such contracts, grants, leases, cooperative agree-
ments, or other similar transactions with Federal or
other public agencies (including State and local govern-
ments) and private organizations and persons, and may
make such payments, by way of advance or reimburse-
ment, as the Council may determine necessary or ap-

propriate to carry out functions of the Council.
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(2) SUBJECT TO APPROPRIATIONS.—Notwith-
standing any other provision of this Act, authority of
the Council to enter into contracts and to make pay-
ments under this subsection shall only be effective to
the extent, and in such amount, as is provided in ad-
vance in appropriation Acts.

(d) OBTAINING OFFICIAL DATA.—The Council may
secure directly from any department or agency of the United
States information necessary to enable it to carry out this
Act. Upon request of the Administrator, the head of such

department or agency shall furnish such information to the

Council.
(e) Girrs.—The Council may accept, use, and dispose
of gifts or donations of services or property.

(f) MarLs.—The Council may use the United States
mails in the same manner and under the same conditions as
other departments and agencies of the United States.

(g) ADMINISTRATIVE SUPPORT SErvVICES.—The Ad-
ministrator of General Services shall provide to the Council
on g reimbursable basis such administrative support services
as the Council may request.

(h) PoweErs OF MEMBERS AND AGENTS.—Any agent
of the Council may, if so authorized by the Council, take any

action which the Council is authorized by this section to take.
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() DELEGATION.—Except as otherwise provided in this
Act, the Council may delegate any function to such officers
and employees of the Council as the Council may designate,
and may authorize such successive redelegations of such
functions within the Council as may be necessary or appro-
priate. No delegation of functions by the Council under this
subsection or under any other provision of this Act shall re-
lieve the Council of responsibility for the administration of
such functions.

() REORGANIZATION.—The Council may allocate or
reallocate functions among the officers of the Council, and
establish, consolidate, alter, or discontinue such organiza-
tional entities within the Council as may be necessary or
appropriate.

(k) AcCQUISITION AND MAINTENANCE OF PROP-
ERTY.—

(1) AutHORITY.—The Council may acquire (by
purchase, lease, condemnation, or otherwise), con-
struct, improve, repair, operate, and maintain—

(A) research and testing sites and facilities;
(B) quarters and related accommodations for
employees and dependents of employees of the

Administration; and

(C) personal property (including patents), or

any interest therein;
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as may be necessary to carry out the purposes of this
Act.

(2) LiMmiTATION.—The authority granted by para-
graph (1) shall be available only with respect to facili-
ties of a special purpose nature that cannot readily be
reassigned from similar Federal activities and are not
otherwise available for- assigmﬁent to the Council by
the Administrator of Geeneral Services.

(1) Use oF FacmurTies.—

(1) AuTHORITY.—With their consent, the Council
may, with or without reimbursement, use the research,
equipment, services, and facilities of any agency or in-
strumentality of the United States, of any State or po-
litical subdivision thereof, or of any foreign govern-
ment, in carrying out any function of the Council.

(2) USE OF FACILITIES BY OTHER PERSONS.—
The Council may permit public and private agencies,
corporations, associations, organizations, or individuals
to use any real property, or any facilities, structures,
or other improvements thereon, under the custody and
control of the Council for Council purposes. The Coun-
cil shall permit the use of such property, facilities,
structures, or improvements under such terms and
rates and for such period as may be in the public inter-

est, except that the periods of such uses may not
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exceed 5 years. The Council may require permittees

under this subsection to recondifion and maintain, at

their own expense, the real property, facilities, struc-

tures, and improvements used by such permittees to a

standard satisfactory to the Council.

(8) Use oOF PROCEEDS.—Proceeds from reim-
bursements under this section may be credited to the
appropriation of funds that bear or will bear all or part
of the cost of such equipment or facilities provided or
to refund excess sums when necessary.

(4) ACQUISITION OF REAL PROPERTY.—Any in-
terest in real property acquired pursuant to this title
shall be acquired in the name of the United States
Government.

(m) Girrs AND BEQUESTS.—The Council may accept,
hold, administer, and utilize gifts, bequests and devises of
property, both real and personal, for the purpose of aiding or
facilitating the work of the Council. Gifts, bequests, and de-
vises of money and proceeds from sales of other property
received as gifts, bequests, or devises shall be deposited in
the Treasury and shall be available for disbursement upon the
order of the Council.

(n) Funps TRANSFER.—The Council may, when au-
thorized in an appropriation Act in any fiscal year, transfer

funds from one appropriation to another within the Council.
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. (0) SEAL oF ApMINISTRATION.—The Council shall
cause a seal of office to be made for the Council of such
design as the Council shall approve. Judicial notice shall be
taken of such seal.

~ (p) ANNUAL REPORT.—The Council shall, as soon as
practicable after the end of each fiscal year, make a single,
comprehensive report to the President and the Congress on
the activities of the Council during such fiscal year.

SEC. 108. ADVISORY COMMITTEES.

(a) IN GENERAL.—The Council shall have 2 advisory
committees, to be known, respectively, as the Real Estate
Appraiser Committee and the Real Estate Appraisal User
Committee.

(b) FuncTions AND COMPOSITION.—

(1) REAL ESTATE APPRAISER COMMITTEE.—

The Real Estate Appraiser Committee shall provide

advice, information, analysis, and recommendations to

the Council concerning real estate appraisal standards

prescribed under section 103 and requirements for cer-

tification of appraisers under section 202, and shall

consist of 12 members appointed by the Chairman, as
follows:

(A) 8 members appointed from among per-

sons who have substantial experience in the pro-

fession of real estate appraisal and who are nomi-

®HR 3675 IH

3308



\//

© W I O Ot W N

N DN DN DN N N = e et st e e el et ped ed
Ot 2 W NN = OO WIS Ot s W e O

28

nated by a professional appraiser organization

which—

() adheres to the Uniform Standards of

Professional Appraisal Practice; and

(i) has adopted and enforces competen-
cy requirements and a code of ethics.

(B) 2 members appointed from among per-
sons nominated by the Appraisal Foundation.

(C) 2 members appointed from among per-
sons in higher education or members of the gener-
al public who can demonstrate a high degree of
knowledge of the role of appraisals in real estate-
related financial transactions.

(2) RearL EstaTE ApPrAaIsaL Usgr COMMIT-
TEE.—The Real Estate Appraisal User Committee
committees shall provide advice, information, analysis,
and recommendations to the Council concerning the
use of appraisals in real estate-related financial trans-
actions, and shall consist of 14 members appointed by
the Chairman, as follows:

(A) 2 members appointed from among per-
sons representing the thrift industry.

(B) 2 members appointed from among per-
sons representing the commercial banking in-

dustry.
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- (0)=2. members .appointed from among per-

sons, representing the mortgage banking industry.

(D) 2 members appointed from among per-
sons representing- the mortgage insurance in-
dustry.

(E) 2 members appointed from among per-
sons representing the securities industry.

() 2 members appointed from among per-
sons who are home builders.

(@) 2 members appointed from among per-
sons who are realtors.

(c) MEETINGS AND CONSULTATIONS WITH ADVISORY
CommrrTEES.—The Council shall meet and consult with the
Real Estate Appraiser Committee and the Real Estate
Appraisal User Committee—

(1) before adopting uniform appraisal standards
and appraiser certification requirements under section
103;

(2) at such other times as the Council considers
necessary to assist the Council in carrying out its func-
tions; and

(3) not less than twice each year during the first 3

years after completion of appointments to the Council.
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SEC. 109. AUTHORIZATION OF APPROPRIATIONS.

For purposes of this Act there are authorized to be ap-
propriated to the Council $19,000,000 for the 24-month
period beginning on the date of the enactment of this Act.
SEC. 110. AUTHORITY TO ASSESS AND COLLECT FEES.

(a) ASSESSMENT AND COLLECTION.—The Council may
assess and collect—

(1) from each person who receives a certification
under this Act to perform appraisals in federally cov-
ered transactions, an annual fee of not more than
$100;

(2) from each person who obtains an appraisal for
a federally covered transaction that is a commercisl
for-profit transaction, a fee of not more than $5,000,
which shall be determined on a graduated basis with
respect to the value of the transaction;

in such amounts as are authorized by Congress and sufficient
to support the activities of the Council under this Act.

(b) Use oF AMOUNTS COLLECTED.—Amounts collect-
ed by the Council under this section may only be used to—

(1) support its activities under this Act; and

(2) reimburse the general fund of the Treasury for
amounts appropriated to and expended by the Council
during the 24-month period following the date of the

enactment of this Act.
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- (¢) SuBmiTTAL OF BUDGET TO CONGRESS.—The
Council shall submit to the Congress not later than 160 days
after the date of the enactment of this Act a budget for its
operations during the 2-year period following such date
which includes a formula for collection of amounts under this
section and allocation of such amounts among activities of the
Council.

SEC. 111. TRANSFER AND ALLOCATION OF APPROPRIATIONS
AND PERSONNEL.

(a) IN GENERAL.—The personnel employed in connec-
tion with, and the assets, liabilities, contracts, property,
records, and unexpended balance of appropriations, authori-
zations, allocations, and other funds eﬁployed, held, used,
arising from, available to, or to be made available in connec-
tion with the authorities, functions, and offices, or portions
thereof, transferred by section 102, subject to section 202 of
the Budget and Accounting Procedures Act of 1950, shall be
transferred to the Council for appropriate allocation. Unex-
pended funds transferred pursuant to this subsection shall be
used only for the purposes for which the funds were originally
authorized and appropriated.

(b) EFFECT ON PERSONNEL.—

(1) LIMITATION ON SEPARATION AND REDUC-

TION IN GRADE AND COMPENSATION.—The transfer

under this Act of full-time personnel (except special
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Glovernment employees) and part-time personnel hold-
ing permanent positions shall not cause any such em-
ployee to be separated or reduced in grade or compen-
sation for one year after the date of transfer to the
Council.

(2) CONTINUATION OF COMPENSBATION RATE.—
Any person who, on the day preceding the effective
date of this Act, held a position compensated in ac-
cordance with the Executive Schedule prescribed in
chapter 53 of title 5, United States Code, and who,
without a break in service, is appointed to a position of
employment by the Council having duties comparable
to the duties peﬁomed immediately preceding such ap-
pointment shall continue to be compensated in such
new position at not less than the rate provided for such
previous position, for the duration of the service of
such person in such new position.

(c) INCIDENTAL TRANSFERS.—

(1) DETERMINATIONS BY DIRECTOR OF OMB,
GENERALLY.—The Director of the Office of Manage-
ment and Budget, within 180 days after the date of the
enactment of this Act, shall make such determinations
as may be necessary with regard to the functions, of-
fices, or portions thereof transferred by this Act, and

shall make such additional incidental dispositions of
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personnel, assets, liabilities, grants, contracts, property,
records, and unexpended balances of appropriations,
authorizations, allocations, and other funds held, used,
arising froxﬂ, available to, or to be made available in
connection with such - functions, offices, or portions
thereof, as may be necessary to carry out this Act.

(2) DETERMINATIONS BY DIRECTOR OF OMB RE-
GARDING TRANSFERS WITHIN SENIOR EXECUTIVE
SERVICE.—After consultation with the Director of the
Office of Personnel Management, the Director of the
Office of Management and Budget may, at such time
as the Director of the Office of Management and
Budget provides, make such determinations as may be
necessary with regard to the transfer of positions
within the Senior Executive Service in connection with

functions and offices transferred by this Act.

SEC. 112. SAVINGS PROVISIONS.

(a) IN GENERAL.—AIl orders, determinations, rules,

regulations, permits, grants, contracts, certificates, licenses,

and privileges—

(1) which have been issued, made, granted, or al-
lowed to become effective by the President, any Feder-
al entity or official thereof, or by a court of competent
jurisdiction, in the performance of functions which are

transferred under this Act to the Council, and
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(2) which are in effect at the time this Act takes
effect,
shall continue in effect according to their terms until modi-
fied, terminated, superseded, set aside, or revoked in accord-
ance with relevant provisions of law by the President, the
Council, or other authorized official, a court of competent
jurisdiction, or by operation of law.

(b) PROCEEDINGS.—

(1) In GENERAL.—This Act shall not affect any
proceeding, including notices of proposed rulemaking,
or any application for any license, permit, certificate,
or financial assistance pending on the effective date of
this Act before any Federal entity, and applications, to
the extent that they relate to functions transferred
under this Act, shall be continued. Orders shall be
issued in such proceedings, appeals shall be taken
therefrom, and payments shall be made pursuant to
such orders, as if this Act had not been enacted, and
orders issued in any such proceedings shall continue in
effect until modified, terminated, superseded, or re-
voked by the Council, by a court of competent jurisdic-
tion, or by operation of law. Nothing in this paragraph
shall be deemed to prohibit the discontinuance or modi-
fication of any such proceeding under the same terms

and conditions and to the same extent that such pro-
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ceeding could have been discontinued:.or..modified if
this Act had not been enacted.

(2) IsSUANCE OF RULES.—Federal entities may
issue rules providing for the orderly transfer to the
Council of proceedings continued under paragraph (1).
(c) ABATEMENT.—No suit, action, or other proceeding

commenced by or against any officer in the official capacity of
such individual as an officer of any Administration or agency,
functions of which are transferred by this Act, shall abate by
reason of the enactment of this Act. No cause of action by or
against any agency, functions of which are transferred by this
Act, or by or against any officer thereof in the official capac-
ity of such officer, shall abate by reason of the enactment of
this Act.
(d) CONTINUANCE.—
- (1) SuiTs NOT AFFECTED.—Except as provided
in paragraph (2)—
(A) this Act shall not affect suits commenced
before the effective date of this Act, and
(B) in all such suits, proceedings shall be
had, appeals taken, and judgments rendered, in
the same manner and effect as if this Act had not
been enacted.
(2) SUBSTITUTION OF PARTIES.—If, before the

date on which this Act takes effect, any agency, or of-
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ficer thereof in the official capacity of such officer, is a
party to a suit, and under this Act any function of such
agency or officer is transferred to the Council, then
such suit shall be continued with the Chairman or
other appropriate official of the Council substituted or
added as a party.

(e) JupiciaL, REVIEW.—Orders and actions of the
Council in the exercise of functions transferred under this Act
shall be subject to judicial review to the same extent and in
the same manner as if such orders and actions had been by
the agency or office, or part thereof, exercising such functions
immediately preceding their transfer.

(f) STaATUTORY REQUIREMENTS.—Any statutory re-
quirements relating to notice, hearings, action upon the
record, or administrative review that apply to any function
transferred by this Act shall apply to the exercise of such
function by the Council.

SEC. 113. REFERENCE.

With respect to any function transferred by this Act and
exercised on or after the effective date of this Act, reference
in any other Federal law to an official empowered with a
function transferred by this Act be deemed to refer to the

Council.

®lR 3675 11

039



N DN DD DN DN NN e el e el e ped el ek el ek
S Ot R W NN = oW AT Ot W N =D

© O a3 O Ot B W N e

37

SEC. 114. TRANSITION.

With the consent of the head of the agency concerned,

the Council may use the services of such officers, employees,

and other personnel of any agency from which functions or

offices have been transferred to the Council and funds appro-

priated to such functions or offices for such period of time as

may reasonably be needed to facilitate the orderly implemen-

tation of this Act.

TITLE II—APPROVAL OF STATE

SEC.

APPRAISER CERTIFYING AGEN-
CIES; CERTIFICATION OF AP-
PRAISERS

201. ESTABLISHMEﬁT AND APPROVAL OF STATE
APPRAISER CERTIFYING AGENCY.
(a) ESTABLISHMENT.—

(1) IN GENERAL.—In order to assure an adequate
number of certified appraisers for the performance in a
State of appraisals in federally covered transaction and
to assure effective supervision of the activities of certi-
fied appraisers, a State may establish a State appraiser
certifying agency.

(2) EXISTING STATE AUTHORITY NOT LIMIT-
ED.—This section shall not be considered to limit the
authority of a State to establish requirements for ap-
praisers in addition to any requirements for certification

under this Act if such additional requirements pertain
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to performance of appraisals other than for federally

covered transactions and if the requirements imposed
by -the State do not discriminate against certified
appraisers.

(8) TEMPOEARY PRACTICE.—A State appraiser
certifying agency shall recognize on a temporary basis
the certification of a certified appraiser issued by an-
other State if—

(A) the property to be appraised is part of a
federally covered transaction;

" (B) the certified appraiser’s business is of a
temporary nature and incidental to his or her
practice in another State or States; and

(C) the certified appraiser registers with the
appraiser certifying agency in the State of tempo-
rary practice, describing the real estate to be ap-
praised and estimating the time necessary for
completion of the appraisal.

() APPROVAL OF STATE APPRAISER CERTIFYING
AGeNcY BY COUNCIL.—

(1) IN GENERAL.—A State appraiser certifying
agency shall be an approved State appraiser certifying
agency if the State agency is approved by the Council

under this subsection.

04
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(2) ApprovaL BY COUNCIL.—The Council may
approve a State appraiser certifying agency if it issues
a written finding that—

(A) the agency agrees to recognize and en-
force standards, requirements, and procedures pre-
seribed by the Council;

(B) the agency is granted authority by the
State which is adequate—

(@) to permit the agency to carry out its
functions under this Act;

(i) to monitor and investigate the per-
formance of appraisals and the conduct of ap-
praisers in federally covered transactions, in-
cluding the power of subpoena; and

(i) to discipline persons who perform

appraisals in federally covered transactions.

for violations of appraisal standards, the code

of ethics, and appraiser certification require-

ments, including authority to impose fines

and to suspend and revoke -certifications

issued pursuant to this Act;

(C) the State’s laws assure the ready avail-
ability to appraisers in the State of adequate and

reliable information regarding property values and

®HR 3675 IH
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the terms and conditions of real estate sale trans-
actions;

(D) the agency is empowered and agrees to
furnish to the Council information regarding—

(i) certification policies, practices, and
procedures in the State;

(i) disciplinary actions carried out by
the agency, ' including providing written
notice to the Council within 30 days after
the initiation pursuant to subparagraph
(B)(iii) of any disciplinary action or proceed-
ing against a certified appraiser;

(iii) disciplinary actions which relate to
the performance of appraisals and which are
carried out against certified appraisers by
other State agencies;

(iv) such other information as is deter-
mined by the Council to be necessary to
carry out its functions under this Act; and
(E) the agency is independent from other

State agencies which issue certifications or li-
censes under State law.

(c) REVOCATION OF APPROVAL.—
(1) IN GENERAL.—The Council may revoke ap-

proval of an approved State appraiser certifying agency
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upon & written determination that any of the major

conditions on which the approval was based has

changed significantly.

(2) OPPORTUNITY TO BE HEARD OR CORRECT
CONDITIONS.—Before revoking an approval of an ap-
proved State appraiser certifying agency, the Council
shall provide to the agency—

(A) written notice of the intention of the

Council to revoke such approval not less than 90

days before revoking such approval; and

(B) ample opportunity to provide rebuttal in-
formation or to correct the changed conditions.
SEC. 202. CERTIFICATION OF APPRAISERS.

(a) INn GENERAL.—A person shall be a certified apprais-
er if the person is certified to perform appraisals in federally
covered transactions by an approved State appraiser certify-
ing agency or by the Council. The Council shall adopt rules
establishing procedures and requirements for certification of a
person under this section.

(b) CERTIFICATION BY APPROVED STATE APPRAISER
CERTIFYING AGENCY.—An approved State appraiser certi-
fying agency shall certify a person to perform appraisals in
federally covered transactions in that State if the person is
found to satisfy the certification requirements prescribed by

the Council under section 103 and agrees to abide by the
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(c) CERTIFICATION BY COUNCIL.

(1) In GENERAL.—The Council may certify a
person to perform appraisals in federally covered trans-
actions in a State if—

(A) the person is found to satisfy the certifi-
cation requirements prescribed by the Council
under section 108; and |

(B) the State in which the person will be
certified to perform such appraisals—

(i) does not have an approved State ap-
praiser certifying agency; or

(ii) has an approved State appraiser cer-
tifying agency that is in violation of this Act.

(2) INTERIM CERTIFICATION.—An approved
State certifying agency, or in a State which does not
have such an agency, the Council, shall certify a
person to perform appraisals during the 24-month
period following the date of the enactment of this Act
in federally covered transactions specified by the
agency or Council at the time of such certification, if
the person—

(A) applies to the agency or the Council for

such certification; and

OHR 3675 IH
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(B) agrees to abide by generally recognized
appraisal standards and a high degree of ethical
conduct in performing any appraisal before the ef-
fective date of uniform appraisal standards and
certification requirements prescribed by the Coun-
cil under section 103, and to abide by other re-
quirements -prescribed by the Council under such
section after they become effective;

unless the agency or the Council makes a written find-

ing that the person is not quslified to perform apprais-

als in federally covered transactions and describes the
reasons for such finding.
(3) EXTENSION OF INTERIM CERTIFICATION.—

The Council may extend for 12 months a certification

under paragraph (2) if the Council issues a written de-

termination that the State in which the person is certi-
fied to perform appraisals is in the process of establish-
ing an agency which is likely to be approved under

section 201.

(d) WAIVER OF APPRAISER CERTIFICATION REQUIRE-
MENTS FOR STATE HAVING SCARCITY OF QUALIFIED AP-
PRAISERS.—The Council may waive any requirement under
this Act relating to certification of a person to perfofm ap-

praisals if the Council makes a written determination—
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(1) that there is a scarcity of certified appraisers
to perform appraisals in connection with federally cov-
ered transactions in a State; and

(2) that the person for whom such requirements
gshall be waived has a satisfactory record of appraisal
performance.

SEC. 203. GOVERNMENT EMPLOYEES WHO PERFORM
. APPRAISALS.

This Act does not require an employee of a Federal or
State Government agency who performs real estate apprais-
als in connection with the employee’s official responsibilities
to obtain a certification unless required to do so by the head

of such employee’s agency.

TITLE III—APPRAISALS IN FED-
ERALLY COVERED TRANSAC-
TIONS

SEC. 301. VIOLATIONS IN OBTAINING AND PERFORMING
APPRAISALS.
() ViorLations.—It shall be a violation of this
section—

(1) for a person to knowingly seek, obtain, or give
money or any other thing of value in exchange for the
performance of an appraisal by a person who is not a
certified appraiser in connection with a federally cov-

ered transaction; and

04
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(2) for a person who is not a certified appraiser to
knowingly provide an appraisal to a person in connec-
tion with a federally covered transaction.

(b) PENALTIES.—A person—

(1) who violates subsection (a)(1) shall be subject
to a fine of not more than $25,000 for the first viola-
tion, and not more than $50,000 for each subsequent
violation; and

(2) who violates subsection (a)(2) shall be subject
to a fine of not more than $5,000 for the first violation
and not more than $10,000 for each subsequent
violation.

(c) PROCEEDING.—

(1) In GENERAL.—A proceeding with respect to a
violation of this section shall be an administrative pro-
ceeding which may be conducted by an approved State
appraiser certifying agency or by the Council in ac-
cordance with the procedures set forth in subchapter II
of chapter 5 of title 5, United States Code.

(2) JupiciaL REVIEW.—Notwithstanding any
other provision of law—

(A) a decision of an approved State appraiser
certifying agency under paragraph (1) shall be
subject to review by the court of appeals of the

State; and
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(B) a decision of the Council under para-
graph (1) shall be subject to review by the United
States Court of Appeals for the District of Colum-

bia;
in accordance with chapter 7 of title 5, United States

Code.
SEC. 302. USE OF CERTIFIED APPRAISERS BY FEDERAL
AGENCIES.

Notwithstanding any other provision of law, any Feder-
al agency that uses the services of a fee appraiser after 24
months after the date of the enactment of this Act shall
obtain those services from a certified appraiser if the services
are obtained in connection with a federally covered trans-

action.

TITLE IV—-GENERAL PROVISIONS
AND DEFINITIONS
SEC. 401. DEFINITIONS.
For purposes of this Act:

(1) ADMINISTRATOR.—The term ‘‘Administrator”’
means the Administrator of the Council appointed
under section 106(a).

(2) CERTIFIED APPRAISER.—The term “certified
appraiser’’ means a person who is certified under sec-

tion 202.
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(3) APPROVED STATE APPRAISER CERTIFYING
AGENCY.—The term “approved State appraiser certify-
ing agency’’ means a State appraiser certifying agency
approved under section 201(b).

(4) CounciL.—The term “Council” means the
Federal Interagency Appraisal Council established by
gection 101.

(5) FEDERALLY COVERED TRANSACTION.—The
term ‘“‘federally covered transaction’” means a transac-
tion designated by the Council to be a federally cov-
ered transaction under section 103(g).

(6) REAL ESTATE-RELATED FINANCIAL TRANS-
ACTION.—The term ‘“real estate-related financial
transaction’’ means any transaction involving—

(A) the sale, lease, purchase, or exchange of
real property, including interests in property;

(B) the financing of the purchase or sale of
real property;

(C) the refinancing of real property; or

(D) use of real property as security for a loan
or investment, including mortgage-backed securi-
ties.

() STATE APPRAISER CERTIFYING AGENCY.—
The term ‘‘State appraiser certifying agency’’ means

any agency or instrumentality of a State the functions
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of which relate to the regulation of persons who per-

form appraisals in real estate-related financial trans-
actions.

(8) FEDERAL BANK REGULATORY AGENCIES.—
The term “Federal bank regulatory agencies’” means
the Federal Reserve Board, the Federal Deposit Insur-
ance Corporation, the Office of Comptroller of the Cur-
rency, the Federal Home Loan Bank Board, and the
National Credit Union Administration.

(9) CeARMAN.—The term ‘“Chairman” means
the Chairman of the Council elected by the Council
under section 105.

SEC. 402. RESPONSIBILITIES UNDER STATE AND FEDERAL
LAW NOT AFFECTED.

(a) RESPONSIBILITIES UNDER STATE AND FEDERAL

Law.—This Act shall not be construed to alter, modify, or .

impair any responsibilities which are not inconsistent with
this Act and which are imposed by State or Federal law on
appraisers, lenders, and other persons who are parties to real
estate-related financial transactions.

(b) AUTHORITY OF FEDERAL AGENCIES AND INSTRU-
MENTALITIES.—Except for the functions of establishing ap-
praisal standards and appraiser qualification requirements,

this Act shall not be construed to relieve any Federal agency

®HR 3875 11

051



W 00 a9 & Ot B W N e

T e o S VY
G N = O

49
or instrumentality of any authority to carry out its statutory

responsibilities.
SEC. 403. FEDERAL AGENCY REPORTS OF DISCIPLINARY AND
ENFORCEMENT ACTIONS.

Any Federal agency which initiates, or causes the initi-
ation of, a disciplinary or enforcement action against a certi-
fied appraiser for a serious violation of Federal or State law
shall report to the Council and to the appropriate approved
State appraiser certifying agency—

(1) regarding the initiation of such action within

45 days after such initiation; and

(2) regarding the disposition of such action within

45 days after such disposition.
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