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The goal of the Real Property Appraiser Qualification Criteria (Criteria) is to promote and
maintain a high level of public trust in appraisal practice by establishing minimum education,
experience, and examination requirements for real property appraisers. With this goal in mind,
the Appraiser Qualifications Board (AQB) periodically examines the Criteria to determine if
they are serving their intended purpose under Title XI of FIRREA. In addition, the AQB
regularly receives comments and suggestions from appraisers, educators, regulators, and others
on how to improve the Criteria. As indicated above, all proposed changes are intended to
promote and maintain public trust in appraisal practice.

As mentioned in the first three exposure drafts, the AQB held a public hearing in Minneapolis,
Minnesota, on June 25, 2010, where a wide range of constituents, including representatives from
professional appraiser organizations, educators, regulators, and users of appraisal services
provided comments to the Board suggesting the types of revisions to the Criteria that should be
considered for the future. The AQB spent a considerable amount of time reviewing those
comments and on October 19, 2010, issued a First Exposure Draft of potential changes to the
Criteria for public comment and feedback.

In response to the First Exposure Draft, the Board received a number of written comments, as
well as oral comments at its public meeting in New Orleans, Louisiana on December 3, 2010.
Based on the feedback received, the AQB published a Second Exposure Draft on January 14,
2011 and received numerous written comments, as well as oral comments at its public meeting in
Tampa, Florida on February 25, 2011. Based on the feedback received from that exposure draft,
on March 18, 2011, the AQB issued its Third Exposure Draft of Proposed Revisions to the Real
Property Appraiser Qualification Criteria.
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Again the Board received a number of written comments in response to the Third Exposure
Draft, as well as oral comments at its public meeting in Salt Lake City, Utah on April 29, 2011.
Based on that feedback, the AQB is now issuing this Fourth Exposure Draft.

The AQB may publish one additional exposure draft in 2011, with the ultimate adoption date of
any proposed revisions to the Criteria to occur near the end of the year. As indicated in all prior
exposure drafts, the effective date of any proposed revisions to the Criteria is not likely to be
any earlier than January 1, 2015. This extended lead time is necessary to ensure proper
exposure of the proposed revisions, as well as to allow state appraiser regulatory agencies ample
time to make any necessary revisions to their laws or regulations in advance of the effective date.

IMPORTANT NOTE: As noted in the Third Exposure Draft, some comments received by the
Board reflected some respondents’ misunderstanding that the proposed changes to the Real
Property Appraiser Qualification Criteria would apply to individuals who already possess an
appraiser credential. The AQB again wishes to clarify that the proposed changes would apply
only to those individuals seeking to obtain an initial credential, to change the level of their
existing credential (e.g. “upgrade” from Licensed Residential to Certified Residential or
Certified Residential to Certified General), or possibly to obtain a credential in a different
jurisdiction (depending on the requirements of the applicable state appraiser regulatory agency).
The only exception to this contained in this exposure draft is related to proposed background
checks on currently credentialed appraisers (please refer to lines 218-220 on page 16).

All interested parties are encouraged to comment in writing to the AQB before the deadline
of September 30, 2011. Respondents should be assured that each member of the AQB will
thoroughly read and consider all comments. Comments are also invited at the AQB public
meeting on October 14, 2011, in Washington, DC.

The first three exposure drafts and all written comments received in response to them can be
viewed on The Appraisal Foundation’s website at:

http://netforum.avectra.com/eweb/DynamicPage.aspx?Site=TAF&WebCode=AQBDrafts

Written comments on this exposure draft can be submitted by mail, email and facsimile.

Mail: Appraiser Qualifications Board
The Appraisal Foundation
1155 15™ Street, NW, Suite 1111
Washington, DC 20005

Email: aghcomments@appraisalfoundation.org

Facsimile: (202) 347-7727

IMPORTANT NOTE: All written comments will be posted for public viewing, exactly as
submitted, on the website of The Appraisal Foundation. Names may be redacted upon
request.

The Appraisal Foundation reserves the right not to post written comments that contain
offensive or inappropriate statements.
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If you have any questions regarding the attached exposure draft, please contact Magdalene
Vasquez, Qualifications Administrator at The Appraisal Foundation, via e-mail at
magdalene@appraisalfoundation.org or by calling (202) 624-3074.
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Fourth Exposure Draft of Proposed Revisions for the Future
Real Property Appraiser Qualification Criteria (Criteria)

Issued June 17, 2011
Comment Deadline: September 30, 2011

Each section of this exposure draft begins with a rationale for the proposed changes. The
rationale is identified as such and does not have line numbering. Where proposed changes to the
Criteria are noted, the exposure draft contains line numbers. This difference is intended to
distinguish for the reader those parts that explain the changes from the proposed changes
themselves.

When commenting on various aspects of the exposure draft, it is very helpful to reference the
line numbers, fully explain the reasons for concern or support, provide examples or illustrations,
and suggest any alternatives or additional issues that the AQB should consider.

Please note that where text is to be deleted from what appeared in the Third Exposure Draft, that

text is shown as strikeout. For example: Fhis-is-strikeout-textproposed-for-deletion. Text added

to what appeared in the Third Exposure Draft is underlined. For example: This is text proposed
for insertion.

NOTE: All current Interpretations of the Criteria will be incorporated into the main text of the
Criteria when any revisions are adopted by the AQB (unless an Interpretation applies to a
section of the Criteria that is being proposed for deletion). In the sections shown in this
document where Interpretations would be included, they are shown in underlined text in the
same manner as the proposed revisions to the Criteria itself are shown.

For ease in identifying the various issues being addressed, the exposure draft is presented in
sections.

TABLE OF CONTENTS
Section Issue Page
1 Proposed Re\_/isiqn to Require Education and Experience as Prerequisites 5
for the Examination
5 Proposed Re\_/ision to College Degree Req_uirements and Removal of “In 8
Lieu Of” Option for College-Level Education
3 Proposed Requirement for Background Checks 15
4 Proposed Revisions Pertaining to College Degrees in Real Estate 18
Proposed Revision to 7-Hour National USPAP Update Course
°> | Eligibility 21
6 Proposed Removal of Segmented Approach to Criteria Implementation 22
7 Proposed Restriction on Continuing Education Course Offerings 23
8 Proposed Revisions to Distance Education Requirements 25
9 Proposed Revisions to Trainee Appraiser Qualifications 27
10 Proposed Supervisory Appraiser Requirements 31
11 Proposed Revisions to Guide Note 1 (GN-1) 35
12 Proposed Revisions to Illustrative List of Continuing Education Topics 40
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Section 1: Proposed Revision to Require Education and Experience as Prerequisites for
the Examination

RATIONALE

There has been no change in this proposal since the First Exposure Draft. As stated in previous
exposures, the only prerequisite in the current Criteria for taking the National Uniform Licensing
and Certification Examinations is successful completion of the specific educational requirements
for the particular classification. It has been noted that several states have already added the
requirement of the completion of experience requirements prior to taking the examination.

The AQB began collecting some demographic information on candidates sitting for the exams in
January 2010. Data collected thus far strongly indicate that those candidates possessing
substantive experience perform better on the exam than those without such experience. This is
consistent with expectations of the AQB as the examination, since January 1, 2008, is now
largely a “practice-based” examination. It measures more than just the ability to recall one’s
coursework, but also seeks to measure one’s ability to apply educational concepts to real world
problems.

The completion of experience requirements prior to the examination also resolves another
complication under the current Criteria. The Criteria require Certified General candidates to
possess 30 months of acceptable experience, but limits the validity period of the examination
results to 24 months. Those candidates who pass the examination without having any eligible
experience clearly cannot complete this experience requirement within the specified timeframe.

Most of the comments received by the AQB have supported making a practice-based exam the
capstone of the application process. The AQB did receive a few comments expressing concern
over the proposal. One regulatory authority was concerned that the AQB should work to
maximize flexibility and that this change lessens that flexibility. The commenter also was
concerned that the change would result in additional costs for the regulatory authority. The AQB
takes those comments to heart, recognizing that there should be no unnecessary hurdles in the
application process, and the AQB is certainly concerned about any unnecessary costs. However,
given the experience of other commenting regulatory authorities, it does not appear that this
change would lead to any significant change in regulatory costs. The AQB is also of the opinion
that the benefits of the proposal outweigh the minor loss in flexibility to candidates.

One respondent noted that their data indicate that test-takers do better soon after receiving
relevant education. The AQB acknowledges that this may be true, but the AQB is more
concerned that candidates have retained the important concepts from their education, and learned
how to apply that knowledge to real-world situations. Placing the examination at the end of the
process helps to achieve those goals.
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LICENSED RESIDENTIAL REAL PROPERTY APPRAISER CLASSIFICATION

IlI. Examination

A.

The AQB approved Licensed Residential Real Property Appraiser Examination
must be successfully completed. The only alternative to successful completion of
the Licensed Residential examination is the successful completion of the Certified
Residential or Certified General examination.

The prerequisites for taking the AQB approved examination are completion of: a)
one hundred fifty (150) creditable class hours as specified in the Required Core
Curriculum; and b) 2,000 hours of qualifying experience in no fewer than 12
months.

IV.  Qualifying Education

A

The Licensed Residential Real Property Appraiser classification requires
completion of one hundred fifty (150) creditable class hours as specified in the
Required Core Curriculum. The applicant shall successfully complete the 15-hour
National USPAP Course, or its AQB-approved equivalent, and the examination.
There is no alternative to successful completion of the USPAP Course and
examination.

CERTIFIED RESIDENTIAL REAL PROPERTY APPRAISER CLASSIFICATION

. Examination

A

The AQB approved Certified Residential Real Property Appraiser Examination
must be successfully completed. The only alternative to successful completion of
the Certified Residential examination is the successful completion of the Certified
General examination.

The prerequisites for taking the AQB approved examination are completion of: a)
two hundred (200) creditable class hours as specified in the Required Core
Curriculum; and b) two thousand five hundred (2,500) hours of qualifying
experience obtained in no fewer than 24 months.

1. Qualifying Education

C.

The Certified Residential Real Property Appraiser classification requires
completion of two hundred (200) creditable class hours as specified in the
Required Core Curriculum. The applicant shall successfully complete the 15-hour
National USPAP Course, or its AQB-approved equivalent, and the examination.
There is no alternative to successful completion of the USPAP Course and
examination.

CERTIFIED GENERAL REAL PROPERTY APPRAISER CLASSIFICATION

. Examination
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The AQB approved Certified General Real Property Appraiser Examination must
be successfully completed. There is no alternative to successful completion of the
exam.

The prerequisites for taking the AQB approved examination are completion of: a)
three hundred (300) creditable class hours as specified in the Required Core
Curriculum; and b) three thousand (3,000) hours of qualifying experience
obtained in no fewer than 30 months, where one thousand five hundred (1,500)
hours must be obtained in non-residential appraisal work.

1. Qualifying Education

C.

The Certified General Real Property Appraiser classification requires completion
of three hundred (300) creditable class hours as specified in the Required Core
Curriculum. The applicant shall successfully complete the 15-hour National
USPAP Course, or its AQB-approved equivalent, and the examination. There is
no alternative to successful completion of the USPAP Course and examination.
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Section 2: Proposed Revision to College Degree Requirements and Removal of “In Lieu
Of” Option for College-Level Education

RATIONALE

Currently, the only requirements in the Criteria pertaining to college degrees as part of
qualifying education relate to the Certified Residential and Certified General classifications. The
college degree requirements applicable to the appraiser classifications in the current Criteria are
summarized as follows:

e Applicants for the Certified Residential classification must currently hold an Associate
degree, or higher; or applicants may utilize the “in lieu” option outlined in Section I11.B.
of the Certified Residential criteria which requires the college course equivalent of 21
semester credit hours in specified collegiate subject matter courses.

e Applicants for the Certified General classification must currently hold a Bachelor’s
degree, or higher; or applicants may utilize the “in lieu” option outlined in Section I11.B.
of the Certified General criteria which requires the college course equivalent of 30
semester credit hours in specified collegiate subject matter courses.

e There are currently no college degree requirements for applicants for the Trainee or
Licensed Residential classifications.

In early 2010, the AQB solicited comments from users, providers and regulators of appraisal
services pertaining to college degree prerequisites. Additional comments were provided at the
AQB public hearing held at Minneapolis in June 2010, as well as public meetings held in New
Orleans in December 2010, in Tampa in February 2011, and in Salt Lake City in April 2011. As
a result of written and oral comments received, there is support to require a Bachelor’s degree
with no “in lieu” option for the Certified General classification, and to increase the college
degree requirement for the Certified Residential classification from an Associate degree to a
Bachelor’s degree (also with no “in lieu” option). In addition, there is support to increase the
college-level education required for the Licensed Residential classification, but not to the level of
requiring an Associate Degree. The rationale for the increase was varied and comprehensive as
summarized below:

e The new college-level education requirements will not impact existing appraisers that
maintain a current credential. After the implementation of these requirements (currently
proposed for January 1, 2015), any existing appraiser who wishes to change
classifications or (depending on the requirements of the jurisdiction) seek a credential in
a different jurisdiction must meet the requirements for the new classification.

e The United States has some of the lowest education requirements for the credentialing of
valuation professionals worldwide. Many nations require a minimum of a Bachelor’s
degree, if not a Master’s degree, in a specified field of study such as business, real estate,
architecture or engineering.

¢ In light of downturns in real estate markets experienced during the past few years, users
and regulators of appraisal services believe appraisers would benefit from additional
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higher education to better understand influences affecting real property to enhance public
trust. Although the college degree requirements proposed by the AQB are not related to a
specific area of study, it is believed the college requirements would incorporate the
current “in lieu” requirements, as well as provide an additional broader base of
knowledge needed for valuation professionals in the future.

e As stated in the First and Second Exposure Drafts, information gathered from applicants
sitting for the National Uniform Licensing and Certification Exams support the
conclusion that exam takers with higher levels of education (Bachelor’s degrees or
higher) perform better on the exam than those with Associate degrees and those without
degrees. The collection of data obtained subsequent to the First Exposure Draft continues
to support higher test scores for those who have college degrees.

e Also as stated in the First and Second Exposure Drafts, regulators, applicants and
grantors of appraiser credentials all expressed difficulties in evaluating the equivalency of
the “in lieu” option.

A college degree, or in the case of the Licensed Residential classification, the obtaining of 30
semester hours of college-level education, indicates that the individual can successfully complete
post-secondary level education.

In summary, the current “in lieu” option is viewed by applicants, users and regulators of
appraisal services, as being very subjective and difficult to administer. As such, the majority of
respondents recommended the elimination of the “in lieu” option pertaining to qualifying
education in the Certified Residential and Certified General classifications. The proposal for the
Licensed Residential classification does not create an “in lieu” requirement. Those candidates
would simply be required to produce a transcript from a college or university, accredited as
indicated in the Criteria, which shows the individual has successfully completed 30 semester
hours.

The comments following the Third Exposure Draft were almost equally for and against the
proposed revisions. There were two comments which suggested the Licensed Residential
classification require an Associates Degree. The AQB is exposing the proposed requirements
again with the same 30-hour college-level education requirement, partially because a Trainee
could be enrolled in a four-year university that does not offer an Associate Degree. This Trainee
could have 30 or more hours but not qualify to become a Licensed Residential appraiser simply
because the university does not grant an Associate Degree. Under this proposal, such candidates
could continue their education while appraising under the Licensed Residential credential and
after completing the four year degree, obtain a Certified Residential or Certified General
credential.

Following are the proposed revisions to the qualifying education requirements for the Licensed
Residential, Certified Residential and Certified General classifications.
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LICENSED RESIDENTIAL REAL PROPERTY APPRAISER CLASSIFICATION

. Qualifying Education

A

Applicants for the Licensed Residential credential shall successfully complete 30
semester hours of college-level education, from an accredited college, junior
college, community college, or university. The college or university must be a
degree-granting institution accredited by the Commission on Colleges, a regional
or national accreditation association, or by an accrediting agency that is
recognized by the U.S. Secretary of Education. If an accredited college or
university accepts the College-Level Examination Program® (CLEP) and
examination(s) and issues a transcript for the exam, showing its approval, it will
be considered as credit for the college course.

Applicants holding an Associate degree, or higher, from an accredited college,
junior college, community college, or university satisfy the 30-hour college-level
education requirement.

Applicants with a college degree from a foreign country may have their education
evaluated for “equivalency” by one of the following:

e An accredited, degree-granting domestic college or University;

e The American Association of Collegiate Registrars and Admissions
Officers (AACRAO);

e A foreign degree credential evaluation service company that is a member
of the National Association of Credential Evaluation Services (NACES);
or

e A foreign degree credential evaluation service company that provides
equivalency evaluation reports accepted by an accredited degree-granting
domestic college or University or by a state licensing board that issues
credentials in another discipline.

The Licensed Residential Real Property Appraiser classification requires
completion of one hundred fifty (150) creditable class hours as specified in the
Required Core Curriculum. The applicant shall complete the 15-hour National
USPAP Course, or its AQB-approved equivalent, and the examination. There is
no alternative to successful completion of the USPAP Course and examination.

Appraisers holding a valid Trainee Real Property Appraiser credential may satisfy
the educational requirements for the Licensed Residential Real Property
Appraiser credential by completing the following additional educational hours:

1. Residential Market Analysis and Highest and Best Use 15 Hours
2. Residential Appraiser Site Valuation and Cost Approach 15 Hours
3. Residential Sales Comparison and Income Approaches 30 Hours
4. Residential Report Writing and Case Studies 15 Hours

Total 75 Hours
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Trainee Real Property Appraisers wishing to change to the Licensed Residential
Real Property Appraiser classification must also satisfy the college-level
education requirements as specified in I11.A.

Appraisers holding a valid Certified Residential Real Property Appraiser
credential satisfy the educational requirements for the Licensed Residential Real
Property Appraiser credential.

Appraisers holding a valid Certified General Real Property Appraiser credential
satisfy the educational requirements for the Licensed Residential Real Property
Appraiser credential.

CERTIFIED RESIDENTIAL REAL PROPERTY APPRAISER CLASSIFICATION

1. Qualifying Education

A.

Applicants for the Certified Residential license must hold Bachelor’s degree, or
higher, from an accredited college, or university. The college or university must
be a degree-granting institution accredited by the Commission on Colleges, a
regional or national accreditation association, or by an accrediting agency that is
recognized by the U.S. Secretary of Education.

Applicants with a college degree from a foreign country may have their education
evaluated for “equivalency” by one of the following:

e An accredited, degree-granting domestic college or University;

e The American Association of Collegiate Registrars and Admissions
Officers (AACRAO);

e A foreign degree credential evaluation service company that is a member
of the National Association of Credential Evaluation Services (NACES);
or

e A foreign degree credential evaluation service company that provides
equivalency evaluation reports accepted by an accredited degree-granting
domestic college or University or by a state licensing board that issues
credentials in another discipline.

The Certified Residential Real Property Appraiser classification requires
completion of two hundred (200) creditable class hours as specified in the
Required Core Curriculum. The applicant shall complete the 15-hour National
USPAP Course, or its AQB-approved equivalent, and the examination. There is
no alternative to successful completion of the USPAP Course and examination.

Appraisers holding a valid Trainee Real Property Appraiser credential may satisfy
the educational requirements for the Certified Residential Real Property Appraiser
credential by completing the following additional educational hours:

1. Residential Market Analysis and Highest and Best Use 15 Hours
2. Residential Appraiser Site Valuation and Cost Approach 15 Hours
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3. Residential Sales Comparison and Income Approaches 30 Hours
4. Residential Report Writing and Case Studies 15 Hours
5. Statistics, Modeling and Finance 15 Hours
6. Advanced Residential Applications and Case Studies 15 Hours
7. Appraisal Subject Matter Electives 20 Hours
Total 125 Hours

Appraisers holding a valid Licensed Residential Real Property Appraiser
credential may satisfy the educational requirements for the Certified Residential
Real Property Appraiser credential by completing the following additional
educational hours:

1. Statistics, Modeling and Finance 15 Hours
2. Advanced Residential Applications and Case Studies 15 Hours
3. Appraisal Subject Matter Electives 20 Hours

Total 50 Hours

Trainee Real Property Appraisers and Licensed Residential Real Property
Appraisers wishing to change to the Certified Residential Real Property Appraiser
classification must also satisfy the college degree requirements as specified in
LA,

Appraisers holding a valid Certified General Real Property Appraiser credential
satisfy the educational requirements for the Certified Residential Real Property
Appraiser credential.

CERTIFIED GENERAL REAL PROPERTY APPRAISER CLASSIFICATION

1. Qualifying Education

A.

Applicants for the Certified General license must hold a Bachelor’s degree, or
higher, from an accredited college or university. The college or university must
be a degree-granting institution accredited by the Commission on Colleges, a
regional or national accreditation association, or by an accrediting agency that is
recognized by the U.S. Secretary of Education.

Applicants with a college degree from a foreign country may have their education
evaluated for “equivalency” by one of the following:

e An accredited, degree-granting domestic college or University;

e The American Association of Collegiate Registrars and Admissions
Officers (AACRAO);

e A foreign degree credential evaluation service company that is a member
of the National Association of Credential Evaluation Services (NACES);
or

e A foreign degree credential evaluation service company that provides
equivalency evaluation reports accepted by an accredited degree-granting
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domestic college or University or by a state licensing board that issues
credentials in another discipline.

The Certified General Real Property Appraiser classification requires completion
of three hundred (300) creditable class hours as specified in the Required Core
Curriculum. The applicant shall complete the 15-hour National USPAP Course,
or its AQB-approved equivalent, and the examination. There is no alternative to
successful completion of the USPAP Course and examination.

Applicants must demonstrate that their education includes the core courses listed
in these criteria, with particular emphasis on non-residential properties.
Residential is defined as “composed of one to four residential units.”

Appraisers holding a valid Trainee Real Property Appraiser credential may satisfy
the educational requirements for the Certified General Real Property Appraiser
credential by completing the following additional educational hours:

1. General Appraiser Market Analysis and Highest and Best Use 30 Hours
2. Statistics, Modeling and Finance 15 Hours
3. General Appraiser Sales Comparison Approach 30 Hours
4. General Appraiser Site Valuation and Cost Approach 30 Hours
5. General Appraiser Income Approach 60 Hours
6. General Appraiser Report Writing and Case Studies 30 Hours
7. Appraisal Subject Matter Electives 30 Hours
Total 225 Hours

Appraisers holding a valid Licensed Residential Real Property Appraiser
credential may satisfy the educational requirements for the Certified General Real
Property Appraiser credential by completing the following additional educational
hours:

1. General Appraiser Market Analysis and Highest and Best Use 15 Hours
2. Statistics, Modeling and Finance 15 Hours
3. General Appraiser Sales Comparison Approach 15 Hours
4. General Appraiser Site Valuation and Cost Approach 15 Hours
5. General Appraiser Income Approach 45 Hours
6. General Appraiser Report Writing and Case Studies 15 Hours
7. Appraisal Subject Matter Electives 30 Hours
Total 150 Hours

Appraisers holding a valid Certified Residential Real Property Appraiser
credential may satisfy the educational requirements for the Certified General Real
Property Appraiser credential by completing the following additional educational
hours:

1. General Appraiser Market Analysis and Highest and Best Use 15 Hours
2. General Appraiser Sales Comparison Approach 15 Hours
3. General Appraiser Site Valuation and Cost Approach 15 Hours
4. General Appraiser Income Approach 45 Hours
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201 5. General Appraiser Report Writing and Case Studies 10 Hours

202 Total 100 Hours
203 G. Trainee Real Property Appraisers, Licensed Residential Real Property Appraisers,
204 and Certified Residential Real Property Appraisers wishing to change to the
205 Certified General Real Property Appraiser classification must also satisfy the
206 educational requirements as specified in 111.C.

207 H. Trainee Real Property Appraisers, Licensed Residential Real Property Appraisers,
208 and Certified Residential Real Property Appraisers wishing to change to the
209 Certified General Real Property Appraiser classification must also satisfy the
210 college degree requirements as specified in I11.A.
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Section 3: Proposed Requirement for Background Checks

RATIONALE

As stated in the first three exposure drafts, the current Criteria do not address background
requirements for individuals applying for (or already holding) real estate appraiser credentials.
However, several state appraiser regulatory agencies have exercised their sovereign right to go
above the minimum AQB Criteria and conduct background investigations on their own, to
comply with their individual jurisdiction’s law or regulations.

The AQB is charged with establishing requirements that maintain and promote public trust in the
appraisal profession. As stated in the First and Second Exposure Drafts, because state appraiser
regulatory agencies issue credentials to individuals who may enter private properties, have
access to sensitive financial data, or possess the potential to create significant financial harm, it is
crucial that credentialed appraisers do not possess a background that could be deemed as having
a negative effect on public trust.

Individuals in many other professions, including those associated with mortgage lending
transactions (examples include mortgage brokers and loan originators) are now regulated and as
part of their credentialing process, must undergo a background check prior to being credentialed
(the Secure and Fair Enforcement for Mortgage Licensing Act of 2008, otherwise known as the
S.A.F.E. Act, mandates minimum standards, in part, for licensing and registration as a state-
licensed loan originator).

Comments received in response to the First Exposure Draft generally indicate strong support to
require background checks for appraisers in order to maintain and support public trust. And as
stated above, some state appraiser regulatory agencies already perform such checks. However,
some jurisdictions recognized the additional cost and authority they may need in order to
implement background check requirements. In addition, some jurisdictions also voiced concern
that without some sense of the types of backgrounds that should be prohibited, they may have
difficulty implementing such requirements. As a result, the Second Exposure Draft included
examples of minimum background requirements that applicants must satisfy in order to obtain
(or maintain) a credential. The Second Exposure Draft also included examples of other
background requirements a state appraiser regulatory agency may wish to consider as
unacceptable. The Third Exposure Draft further refined this language based on comments
received.

Comments received to the Third Exposure Draft generally continue to indicate strong support to
require background checks for all new appraisers in order to maintain the public trust. While
there were a few comments concerning some technicalities of the language, the AQB has further
researched these matters, finding support for this requirement as necessary to preserve the public
trust in the appraisal profession that allows appraisers the continued access to private real estate
and sensitive financial information.
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CRITERIA APPLICABLE TO ALL APPRAISER CLASSIFICATIONS

211  VI.  Background Checks

212 A. All candidates for a real property appraiser credential must undergo background
213 screening.  State appraiser regulatory agencies shall, at a minimum, obtain
214 fingerprints of the individual, in digital form if practicable, and any appropriate
215 identifying information for submission to the Federal Bureau of Investigation
216 and/or any governmental agency or entity authorized to receive such information
217 in connection with a State and national background check.

218 B. In_addition to all applicants for new credentials, Sstate appraiser regulatory
219 agencies are strongly encouraged to perform background checks on existing
220 credential holders; as well as-rew-apphcantsfora-credential.

221 C. State appraiser regulatory agencies must ensure that all candidates for a real
222 property appraiser credential do not possess a background that could call into
223 question public trust. State appraiser regulatory agencies must take proper steps
224 to ensure those applicants found to possess a background which calls into
225 question the applicant’s ability to maintain public trust are not issued a real
226 property appraiser credential. State appraiser regulatory agencies shall not issue a
227 real property appraiser credential if:

228 1. The applicant has had an appraiser license or certification revoked in any
229 governmental jurisdiction within the five (5) year period immediately
230 preceding the date of application.

231 2. The applicant has been convicted of, or pled guilty or nolo contendere to, a
232 felony in a domestic; or foreign-er-mihitary court:

233 i. during the five (5) year period immediately preceding the date of the
234 application for licensing or certification; or

235 ii. at any time preceding such the date of application, if such felony involved
236 an act of fraud, dishonesty, or a breach of trust, or money laundering.

237 3. The applicant has failed to demonstrate character and general fitness such as
238 to command the confidence of the community and to warrant a determination
239 that the appraiser will operate honestly, fairly, and efficiently within the
240 purposes of this Criteria.

241 D. Additional background issues that a state appraiser regulatory agency shall
242 evaluate and consider befere prior to issuing (or taking disciplinary action
243 against) a real property appraiser credential include, but are not limited to:

244 1. Convictions of any criminal offense involving dishonesty, breach of trust, or
245 money laundering against the individual or organizations controlled by the
246 individual, or agreements to enter into a pretrial diversion or similar program
247 in connection with the prosecution for such offense(s);
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2. Civil judicial actions against the individual in connection with financial

services-related activities, dismissals with settlements, or judicial findings that
the individual violated financial services-related statutes or regulations, except
for actions dismissed without a settlement agreement;

. Actions or orders by a State or Federal regulatory agency or foreign financial

regulatory authority that:

i. Found the individual to have made a false statement or omission or been
dishonest, unfair or unethical; to have been involved in a violation of a
financial services-related regulation or statute; or to have been a cause of a
financial services-related business having its authorization to do business
denied, suspended, revoked, or restricted;

ii. Are entered against the individual in connection with a financial services-
related activity;

iii. Denied, suspended, or revoked the individual’s registration or license to
engage in a financial services-related activity; disciplined the individual or
otherwise by order prevented the individual from associating with a
financial services-related business or restricted the individual activities; or

iv. Barred the individual from association with an entity or its officers
regulated by the agency or authority or from engaging in a financial
services-related business;

Final orders issued by a State or Federal regulatory agency or foreign financial
regulatory authority based on violations of any law or regulation that prohibits
fraudulent, manipulative, or deceptive conduct;

Revocation or suspension of the individual’s authorization to act as an
attorney, accountant, or State or Federal contractor; and

Customer-initiated financial services-related arbitration or civil action against
the individual that required action, including settlements, or which resulted in
a judgment.

Fourth Exposure Draft of Proposed Revisions to the Criteria 17




Section 4: Proposed Revisions Pertaining to College Degrees in Real Estate

RATIONALE

As noted in the prior exposure drafts, the AQB believes holders of degrees in real estate or
related study have invested significant post-secondary time and effort becoming educated in the
topics contained in the Required Core Curriculum and appraisal subject matter electives in GN-1
of the Criteria. Requiring such degree holders to also successfully complete the entire
qualifying education curriculum in the Criteria may be redundant and counter-productive.

The intent of this change is to allow graduates with Bachelor’s, Master’s or Doctoral degrees in
Real Estate from approved accredited colleges or Universities to have their degree satisfy
applicable portions of the qualifying education requirements for the various credentials.

Comments received in response to the first three exposure drafts have been positive. Some
jurisdictions have already recognized these efforts, evaluated the undergraduate curricula at
universities and approved degree-holders for the majority of the qualifying education curriculum
in the Criteria.
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CRITERIA APPLICABLE TO ALL APPRAISER CLASSIFICATIONS

E. Criteria Specific to Qualifying Education

1.

Class hours will be credited only for educational offerings with content that
follows the Required Core Curriculum in the Appendix for each respective
credential. Course content requirements may be general or specific to property
types. The Required Core Curriculum is to be followed by major headings with
the classroom hours for each. Guide Note 1 (GN-1) contains guidance for
curriculum contents with subtopics listed under each major module listed in the
Appendix. Guide Note 1 (GN-1) with subtopics will be used for developing
examination content outlines for each applicable credential level and may also be
amended from time to time to reflect changes in technology or in the Body of
Knowledge. Guide Note 1 (GN-1) is not mandatory for meeting the Required
Core Curriculum in the Appendix.

Credit toward qualifying education requirements may also be obtained via the
completion of a degree in Real Estate from an accredited degree-granting college
or University approved by the Association to Advance Collegiate Schools of
Business, or a regional or national accreditation agency recognized by the U.S.
Secretary of Education, provided that the college or university has had its
curriculum reviewed and approved by the AQB.

The AQB may maintain a list of approved college or University degree programs,
including the Required Core Curriculum and Appraisal Subject Matter Elective
hours satisfied by the award of the degree. Candidates for the Trainee, Licensed,
Certified Residential or Certified General credential who are awarded degrees
from approved institutions are required to complete all additional education
required for the credential, in which the approved degree is judged to be deficient
by the AQB.

Class hours may be obtained only where:
i. the minimum length of the educational offering is at least 15 hours; and

ii. the individual successfully completes an approved closed-book examination
pertinent to that educational offering.

Where the qualifying education course includes multiple modules as listed in the
Required Core Curriculum, there must be appropriate testing of each module
included in a course.

Courses taken to satisfy the qualifying education requirements must not be
repetitive. USPAP Courses taken in different years are not repetitive. Courses
shall foster problem-solving skills in the education process by utilizing case
studies as a major teaching method when applicable.

Applicants must take the 15-Hour National USPAP Course, or its equivalent, and
pass the associated 15-Hour National USPAP Course Examination. At least one
of the course instructors must be an AQB Certified USPAP Instructor who is also
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315 a state certified appraiser in good standing. Equivalency shall be determined

316 through the AQB Course Approval Program or by an alternate method established
317 by the AQB. USPAP education presented in a distance education format must be
318 designed to foster appropriate student-to-student, student to instructor, and student
319 to material interaction.

320 7. In addition to the generic requirements described in Ill. E, distance education
321 courses intended for use as qualifying education must include a written
322 examination proctored by an official approved by the college or university, or by
323 the sponsoring organization. The testing must be in compliance with the
324 examination requirements of this section.

Fourth Exposure Draft of Proposed Revisions to the Criteria 20




Section 5: Proposed Revision to 7-Hour National USPAP Update Course Eligibility

RATIONALE

The current Criteria require that the 7-hour National USPAP Update Course, or its AQB-
approved equivalent, be taken every two years to maintain a credential. The appraiser may take
the 7-hour National USPAP Update Course, or its AQB-approved equivalent, at anytime during
that two-year period.

The first two exposure drafts proposed a new requirement that all credentialed appraisers take the
7-hour National USPAP Update Course, or its AQB-approved equivalent, within six months of
its effective date. The thought was that by adding this requirement, appraisers would become
aware of all applicable changes and new rules, and be able to incorporate them into their work
product in a timely manner.

Comments in response to the first two exposure drafts followed three general lines of reasoning:

1. Most respondents acknowledged appraisers are required to be aware of changes to
USPAP immediately upon its effective date. So, when completing an appraisal on
January 2, an appraiser is required to comply with standards that may have gone into
effect on January 1, whether or not they have taken the 7-hour update.

2. Several respondents (course providers and state appraiser regulatory officials) expressed
concern over the process of obtaining appraiser regulatory agency approval in all 55
jurisdictions of newly written courses in a timely manner, and the process of physically
running thousands of credential holders through the course in a six (or nine) month
period.

3. Finally, several jurisdictions indicated that despite their support for the concept of early
course attendance, given the varying renewal dates for credential holders, there was
recognition that enforcing the new requirement could create significant financial burdens
on state appraiser regulatory agency resources.

Thus, in the Third Exposure Draft the AQB opted not to move forward with the proposal to
require the 7-hour National USPAP Update Course attendance within six months after the
effective date. While the AQB supports the concept that credential holders should educate
themselves appropriately on USPAP changes as soon as possible, The Appraisal Foundation will
also pursue the posting of a brief video, summarizing changes to USPAP, on the Foundation
website within its recently-created eLibrary section. While this would not substitute for the in-
depth coverage in the 7-hour update course, it would highlight the changes for credential holders,
users of appraisals, and the public.
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Section 6: Proposed Removal of Segmented Approach to Criteria Implementation

RATIONALE

As stated in the previous exposure drafts, considering other proposed revisions to the Criteria,
particularly revisions outlined in Section 1 of this exposure draft, it is the opinion of the AQB
that the “Segmented” option should be retired. Comments in response to the previous exposure
drafts generally supported requiring education and experience as prerequisites to the
examination, which would render the “Segmented” approach as moot. And because the
“Segmented” approach would no longer exist, the need to specify requirements under the “Firm
Date” approach would no longer be required.

Relatively few comments have been received pertaining to this proposal. Of those, most were
favorable. Two regulatory authorities stated their preference that no change be made; one noting
that candidates who began the process in a “segmented” fashion should be able to finish in that
manner. The AQB is concerned about the potentially adverse impact on individuals who have
begun the process of obtaining appraiser credentials under one set of criteria and then having the
“rules changed” on them. In fact, that is the reason the “segmented” approach exists, allowing
for flexibility for those who were in the process of obtaining credentials when the 2008 Criteria
were implemented. It is also one of the reasons for the significant lead time that was given prior
to the implementation of the 2008 Criteria and for delaying implementation of the proposed
Criteria being exposed now until 2015. It is the opinion of the AQB that this change will affect
very few candidates and with the 2015 implementation date, individuals currently on a
“segmented” path should be able to complete the process prior to 2015.

NOTE: Because the AQB proposes deleting the “Firm Date” and “Segmented” scenarios, no
edits are shown on the following pages.
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Section 7: Proposed Restriction on Continuing Education Course Offerings

RATIONALE

As stated in the previous exposure drafts, several states have already implemented their own
requirement that appraisers may not repeat the same course or seminar for continuing education
within a continuing education cycle. Prohibiting appraisers from completing the same
continuing education offerings in the same continuing education cycle will create a greater
opportunity to expand their skill and knowledge base. This should result in a greater level of
competency and produce a better work product.

Comments in response to the previous exposure drafts largely supported adding this requirement
to the Criteria. Some states have already implemented such a requirement. One appraiser stated
that it would be better for an appraiser to retake a class which had significant relevance to one’s
practice, if one needed additional understanding of the concepts, than to take a different class
with no relevance to one’s practice. The AQB acknowledges that this may be true, but would
counter that it would be better still to take a different class with relevance to one’s practice, and
to review the materials from the earlier class or even audit the earlier class without the benefit of
continuing education credit if the information were necessary for competence in an area of the
appraiser’s practice.

A couple of respondents noted that some courses change content each year, yet the course name
remains the same. The AQB is concerned with content, not course titles. If different material is
being taught, the AQB does not believe this change would prohibit a regulatory authority from
accepting the newer edition of the course for continuing education credit.

There is no change in this proposal from the earlier exposure drafts.
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CRITERIA APPLICABLE TO ALL APPRAISER CLASSIFICATIONS

325 F. Criteria Specific to Continuing Education

326 1. The purpose of continuing education is to ensure that appraisers participate in a
327 program that increases their skill, knowledge, and competency in real property
328 appraising.

329 Aside from complying with the requirements to complete the 7-hour National
330 USPAP Update Course, or its equivalent, appraisers may not receive credit for
331 completion of the same continuing education course offering within an appraiser’s
332 continuing education cycle.
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Section 8: Proposed Revisions to Distance Education Requirements

RATIONALE

As noted in the first three exposure drafts, the current Criteria require a written examination be
successfully completed by a student at the completion of a qualifying education course delivered
via distance education. The written exam must be proctored by an official approved by the
college or university, or by the sponsoring organization.

Similarly, a proctored, written examination may be utilized at the end of a continuing education
course delivered via distance education as the mechanism by which students demonstrate
mastery of the material (or by which a student may seek additional credit for time spent taking
the examination).

The AQB recognizes that the term “written” may be viewed as limiting education providers and
students to a pencil and paper administration of the course exam. Therefore, in recognition of
the proliferation of electronic testing centers and in contemplation of other innovative delivery
systems, the term “written” is expanded to include such electronic systems.

A proctor still must be present at the exam location (an examination may not be administered
such that the student is remote from the proctor). Finally, other than a necessary accommodation
under the Americans with Disabilities Act (ADA), an oral examination may not be administered.

Comments received in response to the first three exposure drafts support the recommended
revision to this section as a logical transition to the digital age.
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CRITERIA APPLICABLE TO ALL APPRAISER CLASSIFICATIONS

E. Criteria Specific to Qualifying Education

6.

In addition to the generic requirements described in Ill. E, distance education
courses intended for use as qualifying education must include a written
examination (proctored by an official approved by the college or university, or by
the sponsoring organization). The term “written” as used herein refers to an exam
that might be written on paper, or administered electronically on a computer
workstation or other device. Oral exams are not acceptable. The testing must be
in compliance with the examination requirements of this section.

F. Criteria Specific to Continuing Education

6.

In addition to the generic requirements described in Ill. E., distance education
courses intended for use as continuing education must include at least one of the
following:

i. A written examination proctored by an official approved by the college or
university, or by the sponsoring organization. The term *“written” as used
herein refers to an exam that might be written on paper, or administered
electronically on a computer workstation or other device. Oral exams are not
acceptable; or

ii. Successful completion of prescribed course mechanisms required to
demonstrate knowledge of the subject matter.
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Section 9: Proposed Revisions to Trainee Appraiser Qualifications

RATIONALE

Under the existing Real Property Appraiser Qualification Criteria, credentialing jurisdictions are
required to implement requirements for the Certified General and Certified Residential real
property appraiser classifications that are no less stringent than those issued by the AQB.

Until recently, the AQB criteria for the Trainee Appraiser and Licensed Residential Appraiser
classifications were only voluntary. As a result, the criteria established for Trainee Appraisers, or
other similar type classifications (e.g. Apprentice, Registered, Provisional, etc.) could be
established independently by the individual credentialing jurisdictions.

Although many credentialing jurisdictions did meet or exceed the voluntary criteria issued by the
AQB for Trainee Appraisers, some implemented requirements that were below the criteria
established by the AQB. With the recent enactment of the Dodd-Frank Reform Act, Title XI of
FIRREA (Section 1116) has been amended to state:

Any requirements established for individuals in the position of ‘Trainee Appraiser’ and
‘Supervisory Appraiser’ shall meet or exceed the minimum qualification requirements of
the Appraiser Qualifications Board of The Appraisal Foundation.

As a result, the following pages include the AQB’s proposed minimum criteria for Trainee
Appraisers, or other similar type classifications (e.g. Apprentice, Registered, Provisional, etc.)
that a jurisdiction must require.

At the conclusion of the Third Exposure Draft written comment period, as well as public
comments made at both the AQB public meetings in Tampa, Florida and Salt Lake City, Utah,
the majority of responses were in support of the proposed changes to the criteria for Trainee
Appraisers. As such, this Fourth Exposure Draft contains only a few proposed revisions from
the Third Exposure Draft. One clerical revision has been made to correct an errant reference
relating to the number of years a Supervisory Appraiser must not be subject to a disciplinary
action. The Third Exposure Draft referenced a period of five (5) years; however, this was
intended to be three (3) years. Another revision reflects the Appraisal Standards Board’s recent
adoption of a new RECORD KEEPING RULE to replace the Record Keeping section of the
ETHICS RULE. And lastly, there was a revision made to clarify inspection of the subject

property.

NOTE: The revisions to Title XI do not require a jurisdiction to offer a Trainee Appraiser
credential. However, if a jurisdiction does offer one, it must meet, at a minimum, the
requirements as proposed on the following pages.
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REAL PROPERTY APPRAISER TRAINEE CLASSIFICATION

Please consult the CRITERIA APPLICABLE TO ALL APPRAISER CLASSIFICATIONS
for additional requirements.

L

General

A.

The Trainee Appraiser classification is intended to incorporate any documented non-
certified/non-licensed real property appraisers which are subject to the Real Property
Appraiser Qualification Criteria.  Recognizing that individual credentialing
jurisdictions may use different terminologies, “Trainees” include, but are not limited
to: registered appraisers, apprentice appraisers, provisional appraisers, or other similar
designations created by state appraiser regulatory agencies.

The scope of practice for the Trainee Appraiser classification is the appraisal of those
properties which the supervising—Certified state-certified Supervisory Appraiser is
permitted by his/her current credential and that the Supervisory Appraiser is
competent to appraise.

The Trainee Appraiser, as well as the Supervisory Appraiser, shall be entitled to
obtain copies of appraisal reports and/or permitted appropriate access and retrieval
arrangements for all workfiles for appraisals in which he or she participated, in

accordance with the Record—Keeping—section—of-the ETHICS- RULE RECORD
KEEPING RULE of USPAP.

All Trainee Appraisers must comply with the COMPETENCY RULE of USPAP for
all assignments.

Examination: There is no examination requirement for the Trainee Appraiser
Classification, but the Appraiser Trainee shall pass the appropriate end-of-course
examinations in all of the prerequisite courses in order to earn credit for those courses.

Qualifying Education

A.

As the prerequisite for application, an applicant must have completed 75 creditable
hours of qualifying education as specified in the Required Core Curriculum.
Additionally, applicants must pass the course examinations and pass the 15-Hour
National USPAP Course (or its equivalent) and examination as part of the 75
creditable hours. All qualifying education must be completed within the five (5) year
period prior to the date of submission of a Trainee application.

Appraisers holding a valid Licensed Residential Real Property Appraiser credential
satisfy the educational requirements for the Trainee Appraiser credential.

Appraisers holding a valid Certified Residential Real Property Appraiser credential
satisfy the educational requirements for the Trainee Appraiser credential.
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D. Appraisers holding a valid Certified General Real Property Appraiser credential
satisfy the educational requirements for the Trainee Appraiser credential.

V. Experience: No experience is required as a prerequisite for the Trainee Appraiser
Classification.

V. Training

A. The Trainee Appraiser shall be subject to direct control and supervision by a
Supervisory Appraiser in good standing, who shall be state-certified. A Trainee
Appraiser is permitted to have more than one Supervisory Appraiser.

B. The Supervisory Appraiser shall be responsible for the training, guidance, and direct
control and supervision of the Trainee Appraiser by:

1. Accepting responsibility for the appraisal by signing and certifying the appraisal
complies with USPAP;

2. Reviewing and signing the Trainee Appraiser appraisal report(s); and

3. Personally inspecting each appraised property with the Trainee Appraiser until the
Supervisory Appraiser determines the Trainee Appraiser is competent to inspect
the property, in accordance with the COMPETENCY RULE of USPAP for the

property type.

C. The Trainee Appraiser is permitted to have more than one Supervisory Appraiser, but
a supervising Supervisory appraiser may not supervise more than three trainees, at
one time, unless a state program in the licensing jurisdiction provides for progress
monitoring, supervising certified appraiser qualifications, and supervision and
oversight requirements for supervising appraisers.

D. An appraisal experience log shall be maintained jointly by the Supervisory Appraiser
and the Trainee Appraiser. It is the responsibility of both the Supervisory Appraiser
and Trainee Appraiser to ensure the appraisal experience log is accurate, current and
complies with the requirements of the Trainee’s credentialing jurisdiction. At a
minimum, the appraisal log requirements are:

. Type of property;
Date of report;

1
2
3. Address of appraised property;
4

Description of work performed by the Trainee Appraiser and scope of the review
and supervision of the supervisory appraiser;

o

Number of actual work hours by the Trainee Appraiser on the assignment; and

6. The signature and state certification number of the Supervisory Appraiser.
Separate appraisal logs shall be maintained for each Supervisory Appraiser, if
applicable.

Fourth Exposure Draft of Proposed Revisions to the Criteria 29




420 E. The state-certified Supervisory Appraiser shall be in good standing in the training

421 jurisdiction and not subject to any disciplinary action within the last five-(5} three (3)
422 years that affects the Supervisory Appraiser’s legal eligibility to engage in appraisal
423 practice.

424 F. Trainee Appraisers shall be required to complete a course that, at minimum, complies
425 with the specifications for course content established by the AQB, which is
426 specifically oriented to the requirements and responsibilities of Supervisory
427 Appraisers and Trainee Appraisers.
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Section 10:  Proposed Supervisory Appraiser Requirements

RATIONALE

Under the existing Real Property Appraiser Qualification Criteria, credentialing jurisdictions are
required to implement requirements for the Certified General and Certified Residential real
property appraiser classifications that are no less stringent than those issued by the AQB.

Until recently, the AQB criteria for Supervisory Appraisers (which was contained as part of the
Trainee Appraiser requirements), Trainee Appraisers, and Licensed Residential Appraiser
classifications were only voluntary. As a result, the criteria for Supervisory Appraisers could be
established independently by the individual credentialing jurisdictions.

Although many credentialing jurisdictions did meet or exceed the voluntary criteria issued by the
AQB for Supervisory Appraisers, some implemented requirements that were below the criteria
established by the AQB. With the recent enactment of the Dodd-Frank Reform Act, Title XI of
FIRREA (Section 1116) has been amended to state:

Any requirements established for individuals in the position of ‘Trainee Appraiser’ and
‘Supervisory Appraiser’ shall meet or exceed the minimum qualification requirements of
the Appraiser Qualifications Board of The Appraisal Foundation.

As a result, the following pages include the AQB’s proposed minimum criteria for Supervisory
Appraisers that a jurisdiction must require.

At the conclusion of the Third Exposure Draft written comment period, as well as public
comments made at both the AQB public meetings in Tampa, Florida and Salt Lake City, Utah,
the majority of responses were in support of the proposed changes to the criteria for Supervisory
Appraisers. As such, there is only one proposed revision from the Third Exposure Draft,
clarifying inspection of the subject property.

NOTE: The minimum requirements for Supervisory Appraisers that appear on the following
pages apply to those individuals acting as Supervisory Appraisers for Trainee Appraisers. The
requirements do not apply to those individuals who may be acting as “supervisory appraisers” for
individuals possessing other real property appraiser credentials (for example, a Certified General
appraiser acting as a “supervisory appraiser” over a Certified Residential appraiser).
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SUPERVISORY APPRAISER REQUIREMENTS

Supervisory Appraisers provide a critical role in the mentoring, training and development of
future valuation professionals. It is inherently important to strike a proper balance between
enhancing public trust by assuring Supervisory Appraisers are competent and qualified to
supervise Trainees without making the criteria too stringent and restrictive as to discourage or
prevent qualified Supervisory Appraisers from actually participating in the training and
supervision of Trainees.

I. General

A.

Supervisory Appraisers shall be responsible for the training, guidance, and direct
supervision of the Trainee Appraiser by:

1. Accepting responsibility for the appraisal by signing and certifying the report
complies with USPAP;

2. Reviewing and signing the Trainee Appraiser appraisal report(s); and

3. Personally inspecting each appraised property with the Trainee Appraiser until the
Supervisory Appraiser determines the Trainee Appraiser is competent to inspect
the property, in accordance with the COMPETENCY RULE of USPAP for the

property type.

Supervisory Appraisers shall be state-certified and in good standing in the jurisdiction
in which the Trainee Appraiser practices. Supervisory Appraisers shall not have been
subject to any disciplinary action within any jurisdiction within the last three (3) years
that affects the Supervisory Appraiser’s legal eligibility to engage in appraisal
practice.

Supervisory Appraisers shall have been state-certified for a minimum of three (3)
years prior to being eligible to become a Supervisory Appraiser.

Supervisory Appraisers must comply with the COMPETENCY RULE of USPAP for
the property type and geographic location the Trainee Appraiser is being supervised.

Whereas a Trainee Appraiser is permitted to have more than one Supervisory
Appraiser, Supervisory Appraisers may not supervise more than three (3) Trainee
Appraisers at one time, unless a state program in the credentialing jurisdiction
provides for progress monitoring, supervisory certified appraiser qualifications, and
supervision and oversight requirements for Supervisory Appraisers.

An appraisal experience log shall be maintained jointly by the Supervisory Appraiser
and the Trainee Appraiser. It is the responsibility of both the Supervisory Appraiser
and Trainee Appraiser to ensure the experience log is accurate, current and complies
with the requirements of the Trainee Appraiser’s credentialing jurisdiction. At a
minimum, the appraisal log requirements shall include:

1. Type of property;
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464 2. Date of report;

465 3. Address of appraised property;

466 4. Description of work performed by the Trainee Appraiser and the scope of the
467 review and supervision of the Supervisory Appraiser;

468 5. Number of actual work hours by the Trainee Appraiser on the assignment; and
469 6. The signature and state certification number of the Supervisory Appraiser.
470 Separate appraisal logs shall be maintained for each Supervisory Appraiser, if
471 applicable.

472 G. Supervisory Appraisers shall be required to complete a course that, at a minimum,
473 complies with the specifications for course content established by the AQB, which is
474 specifically oriented to the requirements and responsibilities of Supervisory
475 Appraisers and Trainee Appraisers.
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Section 11:  Proposed Revisions to Guide Note 1 (GN-1)

RATIONALE

Guide Note 1 (GN-1) has been slightly modified in an attempt to make it easier to understand
and more meaningful to users. As a Guide Note, the contents are not “binding” like those
contained in the Criteria, or in Interpretations of the Criteria; rather, it is designed to make the
Criteria more understandable.

In this Fourth Exposure Draft, two proposed additional subtopics have been added to both
residential and commercial course modules: seller concessions and energy efficient items (i.e.
“green buildings”). These two new suggested subtopics reflect the intent of the Comment to
Standards Rule 1-1(c) in the Uniform Standards of Professional Appraisal Practice, which states:

This Standards Rule recognizes that the principle of change continues to affect the
manner in which appraisers perform appraisal services. Changes and developments in
the real estate field have a substantial impact on the appraisal profession. Important
changes in the cost and manner of constructing and marketing commercial, industrial,
and residential real estate as well as changes in the legal framework in which real
property rights and interests are created, conveyed, and mortgaged have resulted in
corresponding changes in appraisal theory and practice. Social change has also had an
effect on appraisal theory and practice. To keep abreast of these changes and
developments, the appraisal profession is constantly reviewing and revising appraisal
methods and techniques and devising new methods and techniques to meet new
circumstances. For this reason, it is not sufficient for appraisers to simply maintain the
skills and the knowledge they possess when they become appraisers. Each appraiser must
continuously improve his or her skills to remain proficient in real property appraisal.
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AQB GUIDE NOTE 1 (G N-1)
AQB GUIDANCE FOR REQUIRED CORE CURRICULUM CONTENT

Guide Note 1 (GN-1) contains guidance for curriculum content with subtopics listed under each
educational module (I through XIV) listed. The subtopics in Guide Note 1 are used in developing
examination content outlines for each respective credential level and may also be amended from
time-to-time to reflect changes in technology or in the Body of Knowledge. The hours shown
for each educational module are the minimums required; students may complete more than the
minimum required for each module.

Candidates for a real property appraiser credential should carefully review the educational
modules below, keeping in mind that some modules only apply to certain classifications. For
example, education module IX (Advanced Residential Applications and Case Studies) is only
required for Certified Residential classification. Also, education module XIV (General
Appraiser Income Approach) is required for the Certified General classification but no others.
As a result, candidates should structure their education program giving careful consideration to
the credential being sought.

l. BASIC APPRAISAL PRINCIPLES (required for Trainee, Licensed Residential,
Certified Residential, and Certified General Classifications)

30 HOURS
A Real Property Concepts and Characteristics
1. Basic Real Property Concepts
2. Real Property Characteristics
3. Legal Description
B. Legal Considerations
1. Forms of Ownership
2. Public and Private Controls
3. Real Estate Contracts
4, Leases
C. Influences on Real Estate Values
1. Governmental
2. Economic
3. Social
4. Environmental, Geographic and Physical

D. Types of Value
1. Market Value
2. Other Value Types

E. Economic Principles

1. Classic Economic Principles

2. Application and Illustrations of the Economic Principles
F. Overview of Real Estate Markets and Analysis

1. Market Fundamentals, Characteristics, and Definitions

2 Supply Analysis
3. Demand Analysis
4 Use of Market Analysis
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G. Ethics and How They Apply in Appraisal Theory and Practice

1. BASIC APPRAISAL PROCEDURES (required for Trainee, Licensed Residential,
Certified Residential, and Certified General Classifications)
30 HOURS

A. Overview of Approaches to Value

B. Valuation Procedures

Defining the Problem

Collecting and Selecting Data
Analyzing

Reconciling and Final VValue Opinion
Communicating the Appraisal

roperty Description

Geographic Characteristics of the Land/Site

Geologic Characteristics of the Land/Site

Location and Neighborhood Characteristics

Land/Site Considerations for Highest and Best Use
Improvements - Architectural Styles and Types of Construction
Special Energy Efficient Characteristics of the Improvements

@)
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D. Residential or General Applications

1.  THE 15-HOUR NATIONAL USPAP COURSE OR ITS EQUIVALENT (required
for Trainee, Licensed Residential, Certified Residential, and Certified General
Classifications)

15 HOURS

IV. RESIDENTIAL MARKET ANALYSIS AND HIGHEST AND BEST USE (required
for Licensed Residential and Certified Residential Classifications)

15 HOURS
A. Residential Markets and Analysis
1. Market Fundamentals, Characteristics and Definitions

2. Supply Analysis
3. Demand Analysis
4, Use of Market Analysis

B. Highest and Best Use

Test Constraints

Application of Highest and Best Use
Special Considerations

Market Analysis

Case Studies

SAEIE R

V. RESIDENTIAL APPRAISER SITE VALUATION AND COST APPROACH

(required for Licensed Residential and Certified Residential Classifications)
15 HOURS

A. Site Valuation
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566
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569
570

571
572

573
574
575
576
S77
578
579

580
581

582
583
584
585
586
587

588
589

590
591
592

Methods
Case Studies

1.
2.
Cost Approach

1. Concepts and Definitions

2 Replacement/Reproduction Cost New

3 Accrued Depreciation

4 Methods of Estimating Accrued Depreciation
5 Case Studies

VI. RESIDENTIAL SALES COMPARISON AND INCOME APPROACHES (required
for Licensed Residential and Certified Residential Classifications)

30 HOURS
A. Valuation Principles & Procedures — Sales Comparison Approach
B. Valuation Principles & Procedures — Income Approach
C. Finance and Cash Equivalency
1. Identification of Seller Concessions and Their Impact on Value
D. Financial Calculator Introduction
E. Identification, Derivation and Measurement of Adjustments
F. Gross Rent Multipliers
G. Partial Interests
H. Reconciliation

Case Studies and Applications

VIl. RESIDENTIAL REPORT WRITING AND CASE STUDIES (required for Licensed
Residential and Certified Residential Classifications)
15 HOURS

A.

mo o w

Writing and Reasoning Skills

Common Writing Problems

Form Reports

Report Options and USPAP Compliance
Case Studies

VIIlI. STATISTICS, MODELING AND FINANCE (required for Certified Residential
and Certified General Classifications)

15 HOURS
A. Statistics
B. Valuation Models (AVM’s and Mass Appraisal)

C.

Real Estate Finance
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593 IX. ADVANCED RESIDENTIAL APPLICATIONS AND CASE STUDIES (required

594 for Certified Residential Classification)

595 15 HOURS

596 A. Complex Property, Ownership and Market Conditions

597 B. Deriving and Supporting Adjustments

598 C. Residential Market Analysis

599 D. Advanced Case Studies

600 1. Seller Concessions

601 2. Special Energy Efficient Items (i.e. “Green Buildings™)
602 X. GENERAL APPRAISER MARKET ANALYSIS AND HIGHEST AND BEST USE
603 (required for Certified General Classification)

604 30 HOURS

605 A Real Estate Markets and Analysis

606 1. Market Fundamentals, Characteristics and Definitions
607 2. Supply Analysis

608 3. Demand Analysis

609 4. Use of Market Analysis

610 B. Highest and Best Use

611 1. Test Constraints

612 2. Application of Highest and Best Use

613 3. Special Considerations

614 4. Market Analysis

615 5. Case Studies

616 XI. GENERAL APPRAISER SALES COMPARISON APPROACH (required for
617 Certified General Classification)

618 30 HOURS

619 A. Value Principles

620 B. Procedures

621 C. Identification and Measurement of Adjustments

622 D. Reconciliation

623 E. Case Studies

624 1. Seller Concessions

625 2. Special Energy Efficient Items (i.e. “Green Buildings™)
626 XII. GENERAL APPRAISER SITE VALUATION AND COST APPROACH (required
627 for Certified General Classification)

628 30 HOURS

629 A Site Valuation

630 1. Methods

631 2. Case Studies

632 B. Cost Approach

633 1. Concepts and Definitions
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650
651
652
653
654

655
656

657
658
659
660

Replacement/Reproduction Cost New
Accrued Depreciation

Methods of Estimating Accrued Depreciation
Case Studies

SARE A

XI1l. GENERAL APPRAISER INCOME APPROACH (required for Certified General
Classification)
60 HOURS

A. Overview

Compound Interest

Lease Analysis

Income Analysis

Vacancy and Collection Loss

Estimating Operating Expenses and Reserves
Reconstructed Income and Expense Statement

I ®@mMmMUO W

Stabilized Net Operating Income Estimate

Direct Capitalization
Discounted Cash Flow
Yield Capitalization

r X <

Partial Interests
M. Case Studies
XIV. GENERAL APPRAISER REPORT WRITING AND CASE STUDIES (required for

Certified General Classification)
30 HOURS

A. Writing and Reasoning Skills

B Common Writing Problems

C. Report Options and USPAP Compliance
D Case Studies
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Section 12:  Proposed Revisions to Illustrative List of Continuing Education Topics

RATIONALE

Section 111.F.3 of the Criteria contains a list of topics for which continuing education may
qualify. It is important to note that this list is illustrative, not exhaustive; in other words, the
AQB recognizes that topics other than those listed may be perfectly acceptable and appropriate
for continuing education purposes (examples may include any of the subject matter topics listed
in Guide Note 1 for qualifying education purposes). This is further underscored by the language
preceding the topics listed, which states “including, but not limited to.”

Nevertheless, the AQB has heard some concerns that continuing education is often not as
meaningful or beneficial to appraisers as it could be. As previously noted in Section 11 of this
exposure draft, the Comment to Standards Rule 1-1(c) in the Uniform Standards of Professional
Appraisal Practice states:

This Standards Rule recognizes that the principle of change continues to affect the
manner in which appraisers perform appraisal services. Changes and developments in
the real estate field have a substantial impact on the appraisal profession. Important
changes in the cost and manner of constructing and marketing commercial, industrial,
and residential real estate as well as changes in the legal framework in which real
property rights and interests are created, conveyed, and mortgaged have resulted in
corresponding changes in appraisal theory and practice. Social change has also had an
effect on appraisal theory and practice. To keep abreast of these changes and
developments, the appraisal profession is constantly reviewing and revising appraisal
methods and techniques and devising new methods and techniques to meet new
circumstances. For this reason, it is not sufficient for appraisers to simply maintain the
skills and the knowledge they possess when they become appraisers. Each appraiser must
continuously improve his or her skills to remain proficient in real property appraisal.

Additions are also being proposed for Guide Note 1 for qualifying education in Section 11. In
this section, three proposed additional topics have been added to help stimulate more meaningful
continuing education.
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CRITERIA APPLICABLE TO ALL APPRAISER CLASSIFICATIONS

F. Criteria Specific to Continuing Education

3. Credit may be granted for education offerings that are consistent with the purpose
of continuing education and cover those real property related appraisal topics,
including, but not limited to:

I.
ii.
iii.
iv.
V.
Vi.

Vii.

viil.

Xi.

Xii.

Xiil.

XiV.

Ad valorem taxation;

Arbitration, dispute resolution;

Courses related to the practice of real estate appraisal or consulting;
Development cost estimating;

Ethics and standards of professional practice, USPAP;

Land use planning, zoning;

Management, leasing, timesharing;

Property development, partial interests,

Real estate law, easements, and legal interests;

Real estate litigation, damages, condemnation;

Real estate financing and investment;

Real estate appraisal related computer applications; andfer

Real estate securities and syndication:;

Developing opinions of real property value in appraisals that also include

XV.

personal property and/or business value;

Seller concessions and impact on value; and/or

XVi.

Energy efficient items and “green building” appraisals.
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