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The following agenda describes the issues that the Board plans to consider at the meeting. At the time of
the meeting, items may be removed from the agenda. Please consult the meeting minutes for a
description of the actions of the Board.

9:30 A.M.
OPEN SESSION — CALL TO ORDER — ROLL CALL
A. Adoption of Agenda (1-4)
B. Approval of Minutes — November 28, 2012 (5-8)
C. Secretary Matters:

1) 10:00 a.m. APPEARANCE — Secretary Ross to have Board Members Present
Upcoming Issues Facing Real Estate Appraisers

D. Executive Director Matters:
1) Election of Board Officers
2) Appointment of Liaisons
3) Appointment of Representative to the Applications Review Committee
4) Executive Order 50
5) Executive Order 61
6) Introduction of Credentialing Staff
7) Introduction of DLSC Staff

E. DLSC Matters:
1) 9:35 a.m. APPEARANCE — Sarah Norberg and Linda Verbecken, Division of
Legal Services and Compliance: Use of Collateral VValuation Reports (9-26)

F. Practice Matters
G. Informational Items
H. Legislative/Administrative Rule Matters:

1) Mandatory Appraiser Licensing Legislation
2) Appraisal Management Company (AMC) Legislation



I.  Items Added After Preparation of the Agenda:
1) Introductions, Announcements and Recognition
2) Presentations of Petition(s) for Summary Suspension
3) Presentation of Proposed Stipulation(s), Final Decision(s) and Order(s)
4) Presentation of Final Decisions
5) Disciplinary Matters
6) Executive Director Matters
7) Education and Examination Matters
8) Credentialing Matters
9) Practice Matters
10) Legislation/Administrative Rule Matters
11) Liaison Report(s)
12) Informational Item(s)
13) Speaking Engagement(s), Travel, or Public Relation Request(s)

J.  Public Comments

CONVENE TO CLOSED SESSION to deliberate on cases following hearing (s. 19.85(1)
(a), Stats.; consider closing disciplinary investigation with administrative warning (s.
19.85(1)(b), Stats. And 440.205, Stats., to consider individual histories or disciplinary data
(s. 19.85 (1)(f), Stats.; and, to confer with legal counsel (s. 19.85(1)(g), Stats.)

K. Presentation and Deliberation of Proposed Stipulations, Final Decisions and Orders
by the Division of Legal Services and Compliance (DLSC):
1)  John M. Bousanec - 10 APP 020, 10 APP 053 and 11 APP 017 (27-38)
o Case Advisor — Lawrence Nicholson
2) James E. Gargulak - 11 APP 018 (39-46)
o Case Advisor — Marla Britton
3) Robert Hasselkus - 11 APP 057 (47-54)
o Case Advisor — Lawrence Nicholson
4)  Joshua L. Posthuma — 11 APP 060 (55-64)
o Case Advisor — Sharon Fiedler
5) Daniel R, Heffron, Jr. — 12 APP 001 (65-72)
o Case Advisor — Lawrence Nicholson
6) Mark D. Olson — 12 APP 006 (73-80)
o Case Advisor — Lawrence Nicholson
7)  Peter L. Walls — 12 APP 08 (81-88)
o Case Advisor — Lawrence Nicholson
8) James D. Dhein — 12 APP 041 (89-98)
o Case Advisor — Sharon Fiedler
9) Jennifer A. Jacobson - 11 APP 056 (99-106)
o Case Advisor — Sharon Fiedler

L. Deliberation on Monitoring Cases:
1)  Thomas M. Prock — Request for Extension of Time to Complete Education (107-122)
2)  April L. Konczal — Request for Removal of Limitations and for Full Licensure (123-
134)



M. Division of Legal Services and Compliance:
1)  Case Status Report
2) Case Closings:
a) 11 APP 030 (135-140)
b) 11 APP 053 (141-154)

N. Deliberation of Items Received After Preparation of the Agenda:
1) Disciplinary Matters
2) Education and Examination Matters
3) Credentialing Matters
4) Monitoring Matters
5) Professional Assistance Procedure (PAP) Matters
6) Petition(s) for Summary Suspensions
7) Proposed Stipulations, Final Decisions and Orders
8) Administrative Warnings
9) Proposed Decisions
10) Matters Relating to Costs
11) Motions
12) Petitions for Rehearing
13) Formal Complaints
14) Case Closings
17) Appearances from Requests Received or Renewed

O. Consulting with Legal Counsel

RECONVENE TO OPEN SESSION IMMEDIATELY FOLLOWING CLOSED SESSION
P.  Vote on Items Considered or Deliberated Upon in Closed Session, if VVoting is Appropriate
ADJOURNMENT

NEXT MEETING DATE: MAY 8, 2013






DRAFT

REAL ESTATE APPRAISERS BOARD
MINUTES
NOVEMBER 28, 2012

PRESENT: Marla Britton, Sharon Fiedler, Lawrence Nicholson, Henry Simon
ABSENT:  Jose Perez

STAFF: Tom Wightman, Executive Director; Pamela Stach, Legal Counsel; Karen Rude-
Evans, Bureau Assistant; other DSPS staff.

CALL TO ORDER

Marla Britton, Chair, called the meeting to order at 9:31 a.m. A quorum of four (4) members
was confirmed.

ADOPTION OF AGENDA

Amendments:
> Item C2 (open) — Replace page 14 with new page in red folder
> Item J (closed) — MONITORING, delete:
2) Michael S. Rynearson
» Item K1 (closed) — Case Status Report is deleted

MOTION: Lawrence Nicholson moved, seconded by Sharon Fiedler, to adopt the
agenda as amended. Motion carried unanimously.

APPROVAL OF MINUTES OF AUGUST 22, 2012

Corrections:
» On page 2:

o Delete the heading, NORTH DAKOTA REAL ESTATE APPRAISER
QUALIFICATIONS AND ETHICS, and delete the sentence following the
heading

o Delete the heading, NEW BUSINESS, and delete the sentence following the
heading

MOTION:  Sharon Fiedler moved, seconded by Lawrence Nicholson, to approve the
minutes of August 22, 2012 as corrected. Motion carried unanimously.
Real Estate Appraisers Board

November 28, 2012 Minutes
Page 1 of 4



MOTION:

MOTION:

DRAFT

NEW BUSINESS

Lawrence Nicholson moved, seconded by Henry Simon, to have the
following items as standard agenda items:

e Status of Statute and Administrative Rule Matters

e Mandatory Appraiser Licensing Legislation

e Appraisal Management Company (AMC) Legislation

Motion carried unanimously.

CONVENE TO CLOSED SESSION

Lawrence Nicholson moved, seconded by Henry Simon, to
convene to closed session to deliberate on cases following
hearing (s. 19.85(1) (a), Stats.; to consider licensure or
discipline (s. 19.85(1)(b), Stats.; to consider individual
histories or disciplinary data (s. 19.85(1)(f), Stats.; and, to
confer with legal counsel (s. 19.85(1)(g), Stats. Roll call
vote: Marla Britton-yes, Sharon Fiedler-yes; Lawrence
Nicholson-yes; Henry Simon - yes. Motion carried
unanimously.

Open Session recessed at 10:44 a.m.

MOTION:

RECONVENE TO OPEN SESSION

Henry Simon moved, seconded by Lawrence Nicholson, to reconvene into
open session. Motion carried unanimously.

Open session reconvened at 1:49 p.m.

VOTING ON ITEMS CONSIDERED OR DELIBERATED UPON

IN CLOSED SESSION

REAFFIRM MOTIONS MADE IN CLOSED SESSION

MOTION:

Lawrence Nicholson moved, seconded by Henry Simon, to reaffirm all
motions made in closed session, with the exception of the motion
regarding John P. Hill, which was addressed separately in open session.
Motion carried unanimously.

Real Estate Appraisers Board
November 28, 2012 Minutes
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DRAFT

PROPOSED STIPULATIONS, FINAL DECISIONS AND ORDERS

MOTION:

MOTION:

MOTION:

MOTION:

MOTION:

MOTION:

MOTION:

Sharon Fiedler moved, seconded by Henry Simon, to adopt the Findings
of Fact, Conclusions of Law, Final Decision and Order in the disciplinary
proceedings against John P. Hill (09 APP 102) and to send a copy of the
Final Decision and Order to all states in which he holds an appraiser
credential. Motion carried. Lawrence Nicholson was excused and left the
room for deliberation and abstained from voting.

Henry Simon moved, seconded by Lawrence Nicholson, to adopt the
Findings of Fact, Conclusions of Law, Final Decision and Order in the
disciplinary proceedings against Paul M. DeAngelis, Jr. (11 APP 043).
Motion carried unanimously.

Sharon Fiedler moved, seconded by Lawrence Nicholson, to adopt the
Findings of Fact, Conclusions of Law, Final Decision and Order in the
disciplinary proceedings against Joel M. Fallin (11 APP 046). Motion
carried unanimously.

MONITORING

Henry Simon moved, seconded by Sharon Fiedler, to remove the
limitations and reinstate the full license of Christopher F. Palumbo
(Licensed Appraiser). Motion carried unanimously.

Henry Simon moved, seconded by Sharon Fiedler, to remove the
limitations and reinstate the full license of Neal R. Aitchison (Certified
Residential). Motion carried unanimously.

Lawrence Nicholson moved, seconded by Sharon Fiedler, to deny the
request for an extension of time for payment on the costs from Stephen C.
Fairbairn (Certified Residential). Motion carried unanimously.

Sharon Fiedler moved, seconded by Lawrence Nicholson, to deny the
request for voluntary surrender of the license of Thomas J. Elliott
(Licensed Appraiser) and impose a suspension of the license of Thomas
J. Elliott (Licensed Appraiser) for failure to comply with the educational
requirements of the Board Order. Motion carried unanimously.

Real Estate Appraisers Board
November 28, 2012 Minutes
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DRAFT

CONSULTING WITH LEGAL COUNSEL
MOTION: Lawrence Nicholson moved, seconded by Henry Simon, to appoint Sharon
Fiedler to the Real Estate Appraisers Advisory Committee pursuant to
458.04(2). Motion carried unanimously.

ADJOURNMENT

MOTION: Henry Simon moved, seconded by Sharon Fiedler, to adjourn the meeting.
Motion carried unanimously.

The meeting adjourned at 1:55 p.m.

NEXT MEETING SCHEDULED FOR FEBRUARY 13, 2013

Real Estate Appraisers Board
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State of Wisconsin
Department of Safety & Professional Services

AGENDA REQUEST FORM
1) Name and Title of Person Submitting the Request: 2) Date When Request Submitted:

Cortney Keo, Paralegal January 24, 2013

Sarah Norberg, Attorney - Items will be considered late if submitted after 4:30 p.m. and less than:
= 10 work days before the meeting for Medical Board

»  14work days before the meeting for all others [

3) Name of Board, Committee, Council, Sections:

Real Estate Appraisers Board

4) Meeting Date: 5) Attachments: 6) How should the item be titled on the agenda page?

Yes Use of Collateral Valuation Reports
Feb. 13,2013 [l Ne
7) Place Item in: 8) Is an appearance before the Board being 9) Name of Case Advisor(s), if required:
Open Session scheduled? NA -
[T] Closed Session )
[] Both X Yes (Fill out Board Appearance Request)

I No

10) Describe the issue and action that should be addressed:

Discussion (please see attachments)

11) Authorization
" Date
Supervisor (if required) Date

Executive Director signature (indicates approval to add post agenda deadline item to agenda) Date

;‘Dlrectlons for mcludmg” pporti
‘1 This form should b'

Revised 10/12




BOARD APPEARANCE REQUEST FORM

Board Name: Real Estate Appraisers Board
Board Meeting Date: February 13, 2013

Person Submitting Agenda Request: Cortney Keo

Person requesting an appearance: Sarah Norberg and Linda Verbecken
Mailing address: P.O. Box 8935, Madison, WI 53708

Email address: sarah.norberg@wi.gov

Telephone #: 608-261-7906

Reason for Appearance: Discussion

3k ok s ofe ofe sk ok sk ok sk ok sk ke sk ok s ofe s ofe sk sk s sfe s sfe e she sk ok sk she sk s s ohe s she s ok sfe ke s ok sk ok sk ok sk ok sk sk sk ok sk ok sk ook ok ok kR kol sk sk sk sk ke sk ke sk sk skt sk ok

Is the person represented by an attorney? If so, who? No

Attorney’s mailing address:

Attorney’s e-mail address:

Phone Attorney:
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State of Wisconsin
DEPARTMENT OF SAFETY AND PROFESSIONAL SERVICES

CORRESPONDENCE / MEMORANDUM

DATE: 1/24/2013
TO: Tom Wightman, Executive Director, Division of Policy Development

FROM: Sarah Norberg, Prosecuting Attorney, Division of Legal Services &
Compliance

SUBJECT: Request for Agenda Item, Real Estate Appraisers Board Meeting 2/13/13

The Division of Legal Services and Compliance is seeking guidance from the Appraisers Board
about Collateral Valuation Reports. The Collateral Valuation Report (CVR) is an appraisal
format developed and marketed by Bradford Technologies. It is a lower cost (marketed at less
than $200) appraisal used for home equity loans, which are not subject to the same regulations as
purchase or refinance mortgage loans. In Wisconsin, use of this new format is being driven by
US Bank. US Bank orders hundreds of CVRs to evaluate collateral for their Home Equity Line
of Credit (HELOC) loans.

The CVR differs from typical appraisal reports in that it is completed online using proprietary
software that generates market data for analysis and enters this information directly into the
report. The data is then edited as needed by the appraiser. Although the appraiser participates in
the selection of data chosen for analysis, much of the report is auto-populated. There is an
“AVM” or “automated valuation model” component to the valuation process. A regression
analysis is completed using data compiled from Multiple Listing Service. It appears that data
supporting the value conclusion may not be made available for an appraiser’s work file.

The CVR has been analyzed and vetted by multiple lenders, although only US Bank is currently
known to be using the format. Liability Insurance Administrators (which is a large E&O
insurance provider for appraisers) has published a white paper discussion about the CVR and
whether it is USPAP compliant. The Division is presently attempting to obtain a copy for this
agenda item. Additional information available from other sources is attached.

The Division is concerned about state credentialed appraisers using this method of completing

valuation assignments because of the lack of transparency and the resulting difficulty in
reviewing the appraisals to determine USPAP compliance.
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BRADFORD
TECHNOLOGIES

CVR and USPAP Compliance

Many appraisers have asked if the CVR is a USPAP compliant report and how we can help them in their
marketing effort with lenders and potential customers. Below is a list of facts that should help lenders,
customers, appraisers and other interested parties understand that CVR Specialists can be confident
that the appraisal will be USPAP compliant.

1

2.

10.

it is the person who completes the valuation process, and performs an appraisal, who must be
USPAP compliant. A form can never be compliant.

The Collateral Valuation Report was designed by experts in the appraisal industry. The report
was reviewed by a number of USPAP instructors, including Mike Brunson of Las Vegas, Nevada
and Alan Hummel, Chief Appraiser of Forsythe Appraisals and their input was incorporated into
the CVR.

Many USPAP instructors have taken the training to become a CVR Specialist and provided
additional input.

The majority of our regional instructors who teach in our CVR Training program are USPAP
instructors and Mark Linne, EVP of Training and Analytics, was instrumental in the design of the
CompCruncher software and the CVR Report.

More than 1,600 views and downloads of the sample CVR report online have been made. To
date there has not been a single challenge to the USPAP compliance of the CVR process or
report.

U.S. Bank, the nation’s 5% largest lender has rigorously tested the CVR report and decided to
implement CVR across multiple business lines such as a replacement for BPO for home equity
origination, as an alternative to a URAR in non-agency or portfolio loans, in default
management, as an alternative for loan modification programs and as a second valuation for
value dispute resolution.

Liability Insurance Administrators {LIA),the largest errors and omissions carrier in the U.S., has
issued a white paper analyzing the CVR. At the READ! website, the results of the favorable
review are detailed. Several recommendations were made in the white paper and each one of
the suggestions has been implemented in the CVR.

Three other top five lenders are in the final stages of evaluating and implementing a CVR
strategy.

One of the nation’s largest Mortgage Insurance Companies their appraisal review staff certified,
and is considering supporting the CVR technology in its business lines and those of its affiliates.
The company is planning to use the CVR as a replacement for field inspection requirements.
Analytics staff members from Fannie Mae and Freddie Mac are familiar with the program and
have analyzed the CVR Report. Additional members of the analytics staff have been going
through the CVR training program.
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TECHNOLOGIES

Reclaiming the Billion Dollar Alternative Valuation
Market:
The Collateral Valuation Report

Mark R. Linné, MAI, SRA, CRE, CAE, ASA, FRICS
Managing Director
Education and Analytics

Bradford Technologies Inc.
302 Piercy Road
San Jose, California 95138
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Overview

Even before there was a sub-prime crisis, even before there was a meltdown of Wall Street and
much of the nation’s financial infrastructure-there have been systemic and undeniable issues
with the manner in which property values were analyzed and valuation products provided to
the various stakeholders that rely on collateral values.

Some would argue that major systemic changes have not occurred since the Great Depression,
when the majority of the economic theory and appraisal techniques were born aggregated or
synthesized. In many ways, this demonstrates the current disconnect that has occurred within
the collateral valuation process. While ever greater amounts of data have become available-
the tools to parse and analyze remain woefully inadequate to the task.

The underlying questions remains: if more is known about the valuation of residential
collateral-could better decisions be made to benefit all parties and stakeholders in the
marketplace? The examination of these questions and the solutions offered form the basis for
this white paper.

Introduction

What are the lessons to be learned from the events of 2007-2009, and how will the valuation
profession move forward to ensure the public trust? Can valuation professionals provide
services that meet the needs of their clients, but infuse their expertise and market knowledge
by providing clients with products and services that enhance the accuracy of collateral
valuation? Lenders have been relying on esoteric collateral valuation products in recent years-
principally Broker Price Opinions (BPOs) that financial services clients have eschewed over
traditional products provided by appraisers.

In the 3™ Quarter 2008 issue of Valuation Magazine, the author examined the current
landscape of valuation, and made the following observations:

It has long been assumed by appraisers that AVMs have stolen much of the appraisal
business they used to get. While it is true that AVMs have emerged over the last decade
as a viable collateral valuation alternative in certain circumstances, there are other
products, (termed “Gap” products) such as Broker Price Opinions (BPOs) that are
responsible for the lion’s share of the revenue loss, replacing URARs and 2055’s with
cheaper, faster alternatives. For too long the financial markets have focused on Broker
Price Opinions (BPO) to gauge the appropriateness of a loan and the underlying
collateral. Even though most lenders will admit they utilize BPOs more for the general
market information they provide then for the ultimate value they conclude, the truth of
the matter is that they are being used in quantities that would shock and dismay
appraisers.
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Characteristics of a Successful Solution

Valuation professionals must determine how to effectively mine data throughout their markets,
understand their customer’s needs, and provide meaningful analysis based on their experience.
They must embrace technologies that will provide cutting-edge and unique market information,
but also must provide personalized market insight. Appraisers must continue to develop the
knowledge base and skill-set in order to position them as the most knowledgeable player at the
property and neighborhood levels. in this way, appraisers can provide keen insights to assist in
the decision-making process.

Ultimately, the answer is to truly change the appraisal paradigm. Appraisers need data sifted,
analyzed and pushed to them. Alternative information should be suggested and presented.
Adjustments should be extracted from the market and offered and interpreted by the
appraiser. All of the essential data necessary for whole market analysis should be provided to
enable a more complete understanding of the subject and its market.

Mainstreaming Statistical Analytics and Regression

Further evidence of the need for appraisers to analyze and document the results of this analysis
is being examined in courtrooms. Recent court decisions, including the Seventh Circuit’s
Guardian Pipeline decision, clearly supports a wider use of statistical techniques such as
multiple regression analysis in valuation proceedings in place of the long-standing matched pair
comparison canon. (“Expert Testimony: Regression Analysis and Other Systematic
Methodologies” Colwell, Heller, Trefzger 2009). It is clearly only a matter of time before such
analytics will be demanded in more traditional analysis as well. The implementation of a more
robust market analysis in the form of the 1004MC is the first step in requiring a more scientific
analysis of markets and data.

Is it logical to assume that the work of a valuation professional, augmented by more robust
statistical analysis and techniques-could ultimately result in more supportable valuation that
has the analytical support of sophisticated data analysis? Rather than attempting to build the
best models by attempting to eliminate the appraiser component, it seems most appropriate to
enhance the valuation professional with the mathematical rigor of appropriate statistics.
Ultimately, it would seem that integrating the strengths of regression with the inherent skill-set
of appraisers would yield the best of both techniques.

The concept of applying advanced analytics to residential property information is the critical
driver to a better understanding of the market. This basically means taking raw data, applying
statistical analysis to the data, and deriving meaningful outcomes that permit effective
decisions to be made regarding adjustments, underlying adequacy of the data, and supporting
valuation in the marketplace. - A hands-on approach that delivers practical applications is the
only acceptable route towards equipping appraisers with the skill-sets that will be required for
more rigorous analysis of data. Taking the theoretical and making it practical will provide a best
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practices perspective that can demonstrate the cost/benefit of using advanced techniques
effectively.

Discussions with industry experts reveal that the availability of an interactive, appraiser-driven
product would open a floodgate of acceptance by appraisers, and additionally, satisfy lender
demands for a more advanced understanding of market dynamics. Valuation professionals will
be able to leverage this technology towards other valuation processes, providing enhanced
market opportunities. With markets declining in most parts of the country, there is recognition
that a solid, supportable value has merit and must be the ultimate goal.

The Development of a Meaningful Solution

In 2006, Bradford Technologies Inc. began the development of an interactive software
application-CompCruncher, which would integrate data and analytics in a robust and
comprehensive fashion. The idea was to empower appraisers with the most sophisticated tools
possible, and create operational efficiencies that would improve the valuation process and their
bottom line. The goal included transparency, whole market analysis, and the integration of
sophisticated regression analysis at the core of the application. The goal was to meld an
appraiser’s experience, judgment and local knowledge with the ability to quickly parse and
understand data. -

The most important core feature of the product, however, was that the appraiser be in control
at all times of the data, the analysis and the outcome. As a USPAP compliant product, the
appraiser had to be confident in the valuation process and the product produced.

Recognizing that most appraisers do not have a working knowledge of regression analysis, and
not wanting to offer a black box to the industry, one of the product requirements is a working
knowledge and demonstrated. competency in basic statistics in order to understand the
underlying processes being employed in the CompCruncher application. An educational
curriculum was developed and deployed, with a rigorous testing process that was required
before a user could operate the application.

Using CompCruncher, an appraiser could deliver a Collateral Valuation Report (CVR), in essence
a summary appraisal report, significantly faster than a traditional 1004. The amount of data,
analysis and transparency in the process would be enhanced, and all relevant stakeholders
would be served in the process.

CompCruncher Data Analysis and Value Conclusions _

How accurate is CompCruncher and the Collateral Valuation Reports (CVR) that it produces? At
its core-CompCruncher is as accurate as the appraiser driving the application. In this respect it
is no different than any traditional appraisal. In examining the 1004, for example, the accuracy
of the appraisal is a function of how accurately the appraiser performs the analysis. The
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appraiser must extract data from the market, consider comparable sales, apply adjustments to
those sales, and conclude a value that is supported by the relevant data they have considered.
The same process must be considered when evaluating the accuracy of an appraiser utilizing
CompCruncher to derive a value for a given property.

Enhancing the process for the appraiser, CompCruncher brings unprecedented amounts of data
to the appraiser’s desktop, including public record, MLS, imagery, flood, census and predictive
forecasting, to provide a comprehensive base of data to begin the analysis.

The four components of the analytics that are applied include:

1. Comprehensive data analysis of the delineated neighborhood (similar to the 1004MC)

2. Aregression analysis model confirmed and modified by the appraiser

3. Comparable sales ranked for characteristic similarity, proximity and currency of sale by CC and
the appraiser o

4. Comparable listings ranked for characteristic similarity, proximity and currency of listing by CC
and the appraiser :

The appraiser considers the information in a reconciliation process that weighs all relevant
data.

The final value selected calls upon the appraiser’s local area knowledge and expertise, as well
~ as their judgment on the strengths and weaknesses of any one given data set or indication of
value.

Standards Used in CompCruncher

The CompCruncher application was built with the assistance and. guidance of appraisers,
reviewers, and USPAP experts, who considered all of the applicable elements that were
required to support a credible value. The entire body of knowledge was utilized. One of the
chief architects was the co-author of the two existing foundational books “A Guide to Appraisal
Valuation Modeling” and “Practical Applications in Appraisal Valuation Modeling” and the
upcoming 2010 publication by the Appraisal Institute: “Visual Valuation: Integrating
Geographic Information and Valuation Modeling Solutions”. In addition, guidelines from all
relevant white papers on testing, and the recommendations of the International Association of
Assessing Officers (IAAO) and the Collateral Assessment Technologies Committee (CATC) of the
Real Estate Information Providers Association (REIPA).
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Source Documents:

The Collateral Valuation Report (CVR) produced by the CompCruncher application, has been
designed in conformance with all available technology, data and statistical processes, generally
accepted to represent the state of industry, including:

Uniform Standards of Professional Appraisal Practice:
Standard 6 and Advisory Opinion 18

Joint Industry Task Force on Automated Valuation Models:
Standards and Testing Guidelines

International Association of Assessing Officers:
Standard on Ratio Studies
Mass Appraisal of Real Property
Standard on Automated Valuation Models

Appraisal Institute:
A Guide to Appraisal Valuation Modeling
Practical Applications in Appraisal Valuation Modeling and Design
The Appraisal of Real Estate 13™ Edition

-The Analysis Process
The appraiser is trained in a manner sufficient to understand the various statistical measures
outlined in the CompCruncher application. The statistical measures defined within the analysis
allow the appraiser to understand the data and draw certain conclusions based on the accuracy
of the data, the amount and quality of the data, and the measures of statistical significance and
accuracy of the analysis applied.

Competence

The appraiser completing the Collateral Valuation Report asserts that they have undergone
sufficient training, and further, have an understanding of the statistical measures underlying
the regression component of the process to generally understand the method and manner of
analysis: The appraiser does not assert that they are statisticians. They are, however, aware of
the basic guidelines pertaining to the use of the statistical analysis tool to analyze small market
datasets, and as such, are capable of understanding the analysis and methodology in a manner
sufficient to render a credible estimate of value in tandem with the other data and analysis
present in the report. The final value conclusion is the appraiser's own, and is based on the
appraiser’s knowledge and experience in the field of appraisal. The data and analysis in this
report, whether through direct information or through derived statistical information, aids the
appraiser in understanding the dynamics of the market and the neighborhood.
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Raw Data Regression Accuracy

The raw regression values represent a starting point, from which the appraiser analyzes the
strength of the regression relationship. The results are consistent as sample size increases.
Larger tests in Denver, Colorado, in which actual sales prices were used as the measurement
benchmark, resulted in overall initial values, prior to the appraiser’s fine-tuning of the raw
regression outcome, that were on average, within 8.1% of the actual sales price, based on
absolute values. The computed sales ratio (predicted price divided by sale price) resulted in a
value of 1.01, which means that on average, the predicted values for the sample of 165
properties were within 1% of the actual sales price. (This type of analysis does not consider
absolute value differences, and so will have a different outcome, given that some predicted
values will be higher and some predicted values will be lower than the sales price). It is
important to note that the IAAO AVM standards for regression of this type have an acceptable
range of .95 to 1.05. The performance of CompCruncher falls perfectly within the range for
performance measures in all tests performed.

Accuracy of the Analytic Process

Once this has been completed, the appraiser considers the “best” comparable sales, and
applies adjustments; uses the “best” sales listings and applies adjustments, and finally, uses
their own local knowledge and judgment to reconcile neighborhood data, regression statistics,
sales and listings to a final value estimate.

In blind-test comparisons with actual 1004 appraisals performed by appraisers in four cities:
Denver, Phoenix, Minneapolis and Houston, appraisals performed at the desktop level by
appraisers on properties that had previously been appraised (with a full interior field
inspection), resulted in values that were within +/- 6.6% of appraised values.

In instances in which an exterior field inspection accompanied the CompCruncher process,
concluded values were within 2% of actual sales price in a field test in Minneapolis. This further
enhancement of the accuracy is based on an appraiser’s ability to further refine a value based
on observing the subject and the neighborhood.

Testing Comparison Methodology

There are a significant range of differing techniques that could be used to gauge the accuracy of
the CompCruncher application. Given the smaller neighborhood environment in which the
analysis occurs after the appraiser delineates the boundary of the analysis, simplicity of
statistical analysis was determined to be appropriate. The ultimate measure of accuracy comes
from a consideration of how well the analytics compare to a benchmark such as sales price.
The sale price of a given property is the “gold standard” of what the most likely value for that
property is based on an actual market transaction. The industry standard for such measures, as
indicated by CATC is as follows from their website:

19




{J: What is a reasonable range for values to fall within comparedto
the sale price? :

A The true value of a properiy is what a huyer and selier agree upon in
the absence of fraud or duress. It is widely accepied that each
purchase fransaciion is unique, resulting in naturai variances in actual
purchase prices for properties that are identical. While every lender will
have to establish a reasonable variance tolerance according to its own
lending guidelines, industry literature suggests that a range of plus or
minus 6 o 12 percent is acceptable.

The IAAQ, in its benchmark Standard on Automated Valuation Models, states that a sample of
properties should have predicted valuation outcomes that are within 95% to 105% of the actual
sales prices in order to be credible.

Test Parameters o

Tests have been performed in varying sample sizes, in Denver, Phoenix, Minneapolis and
Houston. Smaller samples have been employed using actual appraisers to see how the
outcome compares to both sales and previously performed appraisals that included interior
inspections of the subject properties. Results from the smaller test environments are
demonstrated as follows:
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AL 8 LU I T A H Ry
. ‘omp Crunche Appraisal Difference
Test Property Address Value ' Value Value%
q 4635E Lafayene Bivd
Phoenix, AZ 473000 440000 7.50% Sale at $500k
2 20632 North Stonegate . .
© Sun City West, AZ L . 250000 ° 275,000 -8.03%
5 15532 East Greystone Drive : '
. Fountain Hills. AZ . L .. 1100000 915000 20.22% Unknown GLA unfinished lower level |
4 13408 West Cabrillo Drive . o
.. Sun City West_AZ . 2683.000  260.000 3.08%
5 3430N.MinRidge Unit60
‘Tesa. AZ 305000 312,000 -224%
6 1345 E. Desert Fern Tratl '
Casa Grande, AZ 77000 = 90,000 -14.44% Strange Little House
7 9412 North Broken Bow e ’ .
. Fountain Hills. AZ o 400,000 360,000  11.11%
g 22928 NorthPandane = = :
Sun City West. AZ ) . 254000 259.900 - -2.27% Actual Sale Price-Mo Appraisal
s 23309 North Las Positas Drive .
‘Sun City West, AZ . o 260,000 280,000 .7.14% _ Actual Sale Price-Mo Appraisal

CCvs 1004 Value Resuits

asCyaue

m100s Vsiue| ¥

Large tests have also been performed in which sales samples are first examined in their “raw”
state, (i.e. applying regression before an appraiser examines the outcome to apply their
appraisal judgment) and then afterwards, as appraisers apply a critical eye towards improving

the accuracy of the predicted valuation outcome.

The IAAO, in its benchmark Standard on Automated Valuation Models, states that a sample of
properties should have predicted valuation outcomes that are within 95% to 105% of the actual
sales prices in order to be credible. In the following representative smaller test sample in
Denver, Colorado, the overall performance comparing sales to predicted values resulted in a
* variance of less than 8% initially, based on the results of the raw regression analysis performed
on the dataset. Once the appraiser examined the regression and using their judgment and

appraisal expertise, the overall deviation from sales prices dropped to less than 5%.

400000

350000
300000

250000

Sale Price
Predicted Value

200000

1500090

100000

S0000

O T T T T T T T T T O T T T I T TR IR T Y YT T
1 5 9 131721 23520333741a454953576165
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Larger Tests

Tests ranging from 150 to 300+ properties have been performed, and the results are available
upon request. On the following pages are the detailed outcomes of one such test, in which the
raw regression results are displayed on a property-by-property basis.

The results of this test, which included 165 properties that sold in the 12 months prior to
August 2009, are detailed as follows:

The results are impressive an even in their raw state (not having been modified by an appraiser)
demonstrate a sales ratio of 101% (compared to the 95% to 105% that is the acceptable IAAO
range). The median differentiation is 7.45% and the average difference is 10%. These statistics
are meaningful by any measure, but also demonstrate the accuracy that can result from small
market models in which the appraiser has defined the neighborhood specifically. This is unique
from the standpoint in which all AVMs are built in the United States for either private sector or
assessment purposes. Usually it is not cost effective for vendors to apply regression at such a
granular level. Accordingly, they are built on the super-neighborhood or metro-level in most
cities. This results in economies of scale, but'the loss in accuracy is apparent and ongoing.

The Collateral Valuation Report is the result of data analysis at its most granular level- i.e. the
neighborhood that has the most direct impact on the subject. Regression has been constructed
to consider the most consistently relevant variables, such as GLA, baths, site size, age and sales
trends. An appraiser critically examines each of the variable outcomes to determine if they
make appraisal sense. This melding of appraisal judgment and statistical analysis is
unprecedented in valuation product options, and results in a credible and transparent valuation
for collateral valuation use.

Conclusions: The Efficacy of the CompCruncher Process

Based on all of these considerations, the Collateral Valuation Report (CVR) produced by an
appraiser utilizing the CompCruncher application will generate an accurate and supportable
value, with robust data, analysis and transparency. The availability of new tools and technology
such as CompCruncher that interact with and enhance an appraiser’s ability to analyze the
market and deliver meaningful information to clients will change the face of valuation.

The blueprint for the future is being developed now. It is up to the profession to examine how
to meet the needs of clients in innovative and ultimately more satisfying ways. In this way,
valuation professionals can truly achieve a lasting and meaningful change in how they are
perceived by the real estate industry and others for whom they provide services.
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% Difference Between
Sale Price and Predicted Value

Absolute Value

1.13%
5.45%
14.39%
1.29%
18.42%

298761
307122
343480
423453
365436

Helioig,
0.011291752
0.054547381
0.143883899
0.012885094

84220066 _

0.02966685
0.04372799
0.186594655

0.117663284 .

0.120533842

-12.97%
0.12%
-12.22%
18.08%
-2.86%

0.129737722
0.001231816
0.122218419
0.180769472
0.028557464
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6;

-38898 0.90 -10.00%
268321 3679 101 1.37%
322439 -2939 0.99 -0.91%
422211 6789 102 161%

1.06%

0.99 -1.36%

299056

247240 8760 104 3.54%

353315 -43315 -0.88 -12.26%
408689 -9189 0.98 -2.25%

S

oA

0.100020027
0.013711876
0.009115234
0.016079477
0.010582797

951
0.013563297
0.035429992
0.122595291
0.022484651

0.095617432

436762

3 )
310012 10488 1.03 3.38%

303561 7439 102 2.45%
296982 32018 111 10.78%
315109 -40109 0.87 -12.73%

427337 -18.12%

367284 1.15%
350454 -45454 0.87 -12.97%
298318 -33368 0.89 -11.19%
278458 -23363 0.92 -8.39%

303336 -4.40%

0.033832453
0.024507115
0.107812155
0.127285309

R AT 0 L G S S

0.01147833
0.129700756
0.111855268

0.08389983
0 0%963896
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59

299184
292947
349519
333051
428095

6.62%
4.46%
-24.18%
-12.18%
16.80%

[ESE bt Zas

0.066231868
0.044556533
0.241814318
0.121755211
0.167966288

437219
257557

#

409068
236453
243643
370597
363015

12.64%
-11.85%
-8.92%
10.93%
0.95%

11.72%
7.42%
4.66%

-12.30%

-17.91%

0.12635487
0.118539079
0.08920983
0.109284866
0.00948405

SRR S Lo Rt B Y dopn

0.117173045
0.074207347
0.046611639
0.123036539
0.17509705

0.125164592
0.146866788
0.155593008
0.174767957
0.055917496
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