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Minimum Requirements for AMCs 

• Required by the Dodd Frank Act & proposed by the federal bank regulators 

 

• Establishes the minimum requirements for: 

 
• States that chose to register AMCs; and  

• For AMCs that are state registered.   

 

• Applies most of the same requirements to “federally regulated AMCs” 

 

• Requires the reporting of certain information by AMCs to the ASC 

 

• Note:  States are free to establish additional requirements in addition to those 
in these minimum requirements 
 

  

 



Minimum Requirements for AMCs 
• An AMC is an external third party that: 

• Provides appraisal management services to creditors and secondary market participants in 
conjunction with residential securitizations; 

• In conjunction with valuing a consumer’s principal dwelling for a consumer credit transaction; 
and 

• Has a panel of 16 or more appraisers in one state, or 25 or more independent contractor 
appraisers in two or more  states 

• Defines “appraisal management services” as: 
• Recruiting, selecting, and retaining appraisers; 

• Contracting with appraisers; 

• Managing the process of having an appraisal performed; or 

• Reviewing and verifying the work of appraisers.  

• Excludes “Appraisal firms” – groups of appraisers that perform appraisals as 
part of a single firm or partnership 

• Applies to AMCs that broker appraisals for TILA “covered transactions” not just 
FRTs (i.e., a non-bank mortgage lender) 

 

 



Minimum Requirements for AMCs 
• Exempts “federally regulated AMCs” from registration as required by statute 

 

• Requires these AMCs to comply with all other state requirements 

 

• They are supervised by their federal regulator 

 

• Does not apply to AMCs that are CUSOs that are unregulated by NCUA 



Minimum Requirements for AMCs 
• These are the things that state agencies have to do: 

 
• Review and approve / deny AMC applications; 

 

• Review and renew / refuse to renew; 

 

• Examine the books and records of an AMC 

 

• Verify the licensing status of appraisers on a panel 

 

• Conduct investigations of AMCs 

 

• Discipline, suspend, terminate, and refuse to renew AMCs that are found in violation 

 

• Make various reports to the ASC 

 



Minimum Requirements for AMCs 
• These are the things that AMCs have to do: 

 
• Register with and be overseen by a state appraiser regulatory agency;  

 

• Verify state licensure of an appraiser if required by federal law;  

 

• Have process in place to ensure the competence of the appraiser;  

 

• Comply with Section 129(E) of TILA, including payment of R & C fees;  

 

• Federally regulated AMCs must give information about their panels to states since they are not 
registered with the state;  



Minimum Requirements for AMCs 
• Registration limitations - States must: 

 
• Not register AMCs that have any owner that is an appraiser with had an appraiser credential 

refused, denied, cancelled, surrendered in lieu of revocation, or revoked; and 

 

• Ensure that owners of more than 10% of an AMC are of good moral character. 

 

• States must submit reports required by the ASC by regulation and policy 



Minimum Requirements for AMCs 
• Appraisal Institute Comment Letter – submitted June 9, 2014 

 

• Generally very supportive of the proposed rules: 

 
• “State option”; 

• Exclusion of commercial AMCs; 

• Independent contractor vs. employees; 

• 16/25 de minimis thresholds; 

• Exclusion of appraisal firms;  

• Minimum registration and operational requirements – approve/deny not just issue; 
examination capabilities; competency requirements; compliance with 129E 

 

• Requested clarification on: 

 
• “Appraisal portals” 

• Background investigations equivalent to those for appraisers 



Minimum Requirements for AMCs 
• Other suggestions: 

 
• Prohibitions on registry fee pass through; 

 

• State AMC fee lockboxes; 

 

• Surety bonds and/or recovery funds;  



Minimum Requirements for AMCs 
• Next steps: 

 

• Federal bank regulatory agencies will have approx. 120 days in which to review all of the 
comments submitted 

 

• Could issue a Supplementary Notice of Proposed Rulemaking with an additional comment 
period; could withdraw the rulemaking entirely 

 

• Agencies must base their reasoning and conclusions on the rulemaking record consisting of the 
comments, scientific data (non), expert opinions, and facts accumulated during the pre-rule 
and proposed rule stages 

 

• The Final Rule will contain an “Effective Date” that is at least 30 days after publication of the 
Final Rule 

 

• If a state does not adopt an AMC registration program within 36 months of the Effective Date 
(subject to extension), then no AMC may preforms services for FRTs in that state 

 



Appraisal Independence Final Rules 
• Interim Final Rule on Appraiser Independence issued in October, 2010 

 
• Not designed to be permanent 

• Agencies took public comment 

 

• Implements Section 129(E) of TILA as amended by the DFA 

 
• Defines what constitutes violations of appraiser independence 

 

• Prohibits creditors from extending credit if they know there was an appraiser independence 
violation 

 

• Mandatory reporting 

 

• Payment of reasonable and customary fees 

 

• Issues with mandatory reporting and C & R fee provisions 

 



Appraisal Independence Final Rules 
• Summary of C & R Fee Provisions: 

 

• Under the interim final rule, a creditor and its agent must pay a fee appraiser at a rate 
that is reasonable and customary in the geographic market where the property is located. 
The rule provides two presumptions of compliance. Under the first, a creditor and its 
agent is presumed to have paid a customary and reasonable fee if the fee is reasonably 
related to recent rates paid for appraisal services in the relevant geographic market, 
and, in setting the fee, the creditor or its agent has: Taken into account specific factors, 
which include, for example, the type of property and the scope of work; and Not 
engaged in any anticompetitive actions, in violation of state or federal law, that affect the 
appraisal fee, such as price-fixing or restricting others from entering the market. Second, 
a creditor or its agent would also be presumed to comply if it establishes a fee by 
relying on rates established by third party information, such as the appraisal fee 
schedule issued by the Veteran's Administration, and/or fee surveys and reports that are 
performed by an independent third party (the Act provides that these surveys and reports 
must not include fees paid by AMCs).  



Appraisal Independence Final Rules 
• Dodd-Frank Plain Language 

 

• FEE APPRAISER DEFINITION.—For purposes of this section, the term ‘fee appraiser’ 
means a person who is not an employee of the mortgage loan originator or 
appraisal management company engaging the appraiser and is— 

– State licensed or certified appraiser who receives a fee for performing an 
appraisal and certifies that the appraisal has been prepared in accordance with 
the Uniform Standards of Professional Appraisal Practice; or 

– A company not subject to the requirements of section 1124 of the Financial 
Institutions Reform, Recovery, and Enforcement Act of 1989 (12 U.S.C. 3331 et 
seq.) that utilizes the services of State licensed or certified appraisers and 
receives a fee for performing appraisals in accordance with the Uniform 
Standards of Professional Appraisal Practice. 



Appraisal Independence Final Rules 
• Issues with C & R Fee Provisions: 

 
• First Presumption of Compliance allows AMCs (agents) to consider the fees that they have paid 

for appraisal services in the relevant geographic market 

 

• Does not require AMCs to consider fees paid for appraisals services performed by an appraiser 
engaged directly by a creditor when establishing their R & C fees 

 

• Allows any independent third-party to develop a fee schedule under the 2nd Presumption of 
Compliance 

 

• We are hearing that the federal bank regulatory agencies have the IFR, 
particularly the Presumptions, under internal review 

 

• They could issue a Final Rule or a revised Interim Final Rule for further 
comment 

 



OCC Third Party Guidance 
• 10/13 – OCC Bulletin 2013-29 – “Third Party Relationships: Risk 

Management Guidance” 

 

• New guidelines for national banks and federal savings institutions regarding 
their third party vendors, including appraisal management companies (AMCs) 

 

• Regulators will hold lenders accountable for the quality and accuracy of their 
vendors' work 

 

• Resulting in operational audits of AMCs by largest banks 

 

 



Operational Issues for Appraisers 
• AMC/Lender “overlays”  

• Lender specific 

• Result from fear of repurchase requests from GSEs, primarily 

• False sense of security 
 

• Background checks – Lenders require AMCs to conduct background checks on 
panel appraisers  
• Each AMC conducts its own background check and passes the cost onto the appraiser 

• Not required by any law or regulation 

• Culprit: CFPB Bulletin on Service Providers (2012-13) – “avoid consumer harm” 

 

• CFPB expectations for third-party management 

• Develop an effective process for managing the risks of third-party relationships. 

• Ensure relationships with third parties do not present unwarranted risks to consumers 
and that the vendors are complying with federal consumer law. 

• Demonstrate that unfair, deceptive or abusive acts or practices have not occurred.  

 
 



Operational Issues for Appraisers 
• Some courts have found that lenders are not responsible for the 

actions of their agents (i.e., payment to appraisers) 
• Evaluation Solutions bankruptcy case 

 

• AIR Certifications – AMCs require appraisers to sign documents 
that state that the appraisal was done in accordance with 
appraiser independence requirements 
• Appraiser is required to submit with the completed appraisal, which is before the time when 

AMC or client typically exerts pressure on the appraiser 

• Comparables –  Unreasonable requests for appraisers to provide additional (and excessive) 
comparable sales 

• Reasonable & customary fee certifications 

 

 



An Alert: Correspondent Lending 
• Fraud analysts have seen a recent uptick in mortgage fraud involving 

correspondent lenders 
– Correspondents are different from mortgage brokers in that they fund loans, if 

only for a short period of time 

– Typically the only difference between a mortgage broker and correspondent 
lender is a net worth requirement 

– Many mortgage brokers have apparently converted to correspondents 

– Under AIR requirements, mortgage brokers are prohibited from ordering 
appraisals, while correspondents are allowed 

– Of the reported 600 state registered AMCs, how many are owned by 
correspondent lenders? 

 



Common State Issues 
• Where do we stand?  

• 38 (39?) states have enacted comprehensive AMC laws 

• Most have been implemented 

• Some states have gone enacted additional “clean-up” legislation to address issues with 
original comprehensive bills 

• Likely that the remaining 17 jurisdictions are waiting  for  final federal rules 

 

• Appraisal portals – some states have specifically excluded them, while others are 
trying to include them in the registration requirements 

• One state got threatened with a lawsuit from one of the portals and had to relent on their 
attempt to include portals 

• Our position is that portals should not be subject to state registration and oversight 

• They are not AMCs, but rather the “Post Office” that delivers appraisals from appraiser 
to client 

• Except when portal s offer appraisal management services 

 



Common State Issues 
• Surety bonds  

 
• Some states have requirements that AMCs post a surety bond or other financial security 

• Range from $20,000 up to $100,000 

• There are both good and bad surety bond laws – some don’t give any recourse to the appraiser 

 

• Recovery Funds  

 
• KY has enacted a Recovery Fund for appraisers that are not paid by AMCs  

• NC studied it as a result of legislation in the 2013 session of their legislature  

• Better alternative for appraisers AND for AMCs 



Common State Issues 
• State enforcement of reasonable & customary fees 

 

• A few states have enacted laws and/or regulations that attempt to give the state board 
authority to enforce requirements for reasonable & customary fees 

• Several states have done their own academic studies of reasonable & customary fees – LA, TX, 
VA 

• Most states require AMCs to certify that they are in compliance with federal law (i.e., the 
presumptions of compliance) regarding the payment of R & C fees 

• Louisiana  

• Specific requirement in LA regulation for payment of R & C fee 

• Evidence of R & C fees includes agency fee schedules, academic studies, private sector surveys 

• Survey must exclude AMC assignments – big difference from federal law! 

• LREAB did its own survey that AMCs may elect to use 

• If an AMC chooses to utilize any other fee schedule, they MUST review the “factors” and maintain 
written documentation 

• No disciplinary actions to date – several on-going investigations 

• Will it end up in a Court? 



Common State Issues 
• Independent contractors vs. employees   

 
• Most states define an appraiser panel as consisting of appraisers who are independent 

contractors to an AMC  

• However, some states’ laws are unclear or specifically include employees (CA)  

• Proposed federal rules are clear that an appraiser panel consists of independent contractors 

• Federal rules establish de minimis thresholds of more than 15 appraisers in one state, or 25 or 
more in two or more states 

• But, some state laws seem to apply to appraisal firms with as little as one independent 
contractor appraiser 

 

• Residential vs. commercial   

 
• Most states specify that AMCs are involved in residential mortgage lending transactions  

• But, some states do require commercial AMCs to register (AZ) 

• Whether or not states are enforcing commercial AMC registration requirements is unknown 

• Proposed federal rules are specific to entities involved in providing appraisal management 
services for consumer credit transactions involving the consumer’s primary dwelling 



Unique State Issues 
• Dodd Frank Act allows states to establish requirements “in addition to any rules 

promulgated” 

 

• What does “in addition to” mean? 

 

• At what point does a requirement that is “in addition to” a federal requirement 
actually conflict with those requirements? 
 

• For example, federal law requires states that chose to register AMCs to, at a minimum, register 
entities with more than 15 independent contractor appraisers in the state, or 25 or more in two 
or more states 

• Can a state require AMCs that are “in addition to” the minimum required under federal law to 
register? 

• Same with residential vs. commercial – federal law requires states to register and oversee 
residential.  But, can they go above and beyond and require commercial AMCs to register? 

 



The Future 
 

• Next few years promise to bring a flurry of activity as states that haven’t 
enacted laws come into compliance, and other states update their existing laws 

 

• Will some states intentionally not enact AMC laws to preclude AMCs from 
continuing to operate? 

 
• Conservative, anti-Washington states (i.e., “If Washington tells me I have to do it, it must be a 

bad idea”) 

 

• Will some state laws (LA) result in judicial challenges? 

 

• Will the courts make lenders responsible for the actions of their agents? 

 



Q&A 
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